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Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915.  Section  623 
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How  the  National  Education  Association 
corrupts  our  public  schools 


/  thing  you  knew 
:an  luxury  cars- 


If  you  were  expecting  another  "land  yacht"  floating  down  the  highway,  hold  on 
to  your  tufted  velour  seat.  Here  comes  the  totally  new  Chrysler  New  Yorker.  And 
the  Chrysler  LHS  personal  sports  sedan.  We  started  with  the  New  Yorker's 
award-winning  "cab  forward"  design,  which  maximizes  interior  room  while 
giving  the  car  a  wide  track  for  precise  handling.  Then  we  added  four-wheel 
independent  suspension  and  an  engine  that  delivers  more  horsepower  than  a 
BMW  535i.  The  result?  A  six-passenger  luxury  car  that  stays  reassuringly  stable  in 
tight  turns.  It's  also  reassuring  to  know  that  dual  air  bags  and  anti-lock  four  wheel 
disc  brakes  are  standard.  If  you'd  like  your  driving  excitement  turned  up  a  notch 
or  two,  there's  the  24-valve,  214  horsepower  Chrysler  LHS.  The  LHS  rides  on  a 
touring  suspension  and  16"  aluminum  wheels.  You  ride  on  premium  leather- 
trimmed  bucket  seats.  A  power  moonroof,  automatic  temperature  control,  and 
11- speaker  sound  system  are  all  standard.  Ladies  and  gentlemen,  the  American 
luxury  car  is  now  in  the  fast  lane.  Call  l-800-4A-CHRYSLERfor  more  information. 
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Replanting 
diseased  vine- 
yards will  cost 
Mondavi  at  least 
$20  million. 

46 


The  National  Education  Association  is 
the  worm  in  the  education  apple. 
wmmtrn  72 


"In  the  1980s 
we  were  an  under- 
valued asset.  Today 
our  potential  is  close  to 
being  realized." 

mmmm  42 
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How  The  National  Education 

Association  Corrupts 

Our  Public  Schools  72 

By  Peter  Brimelowand  Leslie  Spencer 
As  the  National  Education  Associa- 
tion has  gained  in  monopoly  power, 
the  cost  of  education  has  increased 
while  its  quality  has  deteriorated.  But 
monopolies  are  by  nature  unstable, 
and  this  undemocratic  labor  union 
may  have  met  its  match  in  the  move- 
ment for  school  choice. 

Trouble  Looms  For  Basketball  42 

By  Elizabeth  Comte  with  Subrata  N.  Chakravarty 
David  Stern  has  done  a  brilliant  job 
reviving  the  once  moribund  National 
Basketball  Association.  But  success 
creates  its  own  problems. 

Personal  Affairs: 

Posh  Hotels  At  Budget  Prices  118 

By  Brigid  McMenamin 

If  you  don't  mind  haggling — and 
even  if  you  do — there  are  bargains  to 
be  had  on  luxury  hotel  rooms. 

The  Funds: 

Peter  Lynch's  Favorites  132 

By  Mary  Beth  Graver 

In  pursuit  of  growth,  consider  funds 
that  go  for  dividend  yield  as  well  as 
capital  appreciation. 

Beware  Investment  Letter 

Hot  Lines  137 

By  Mark  Hulbert 

Are  investment  letters  that  offer  tele- 
phone hot  lines  worth  their  higher 
prices?  Alas,  no. 
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45 


Caremark  International 

By  Christopher  Palmeri 

Caremark  International  has  two 
strong  businesses,  but  Lance  Piccolo 
wants  to  add  a  third. 

Robert  Mondavi  Winery  46 

By  Rita  Koselka 

Want  to  own  a  piece  of  the  California 
wine  business?  Robert  Mondavi  is 
going  public,  but  the  stock  isn't  as 
good  a  value  as  the  wine. 

Storage  Technology  50 

By  Matthew  Schifrin 

Storage  Technology  called  its  new 
miracle  product  Iceberg.  The  miracle 
is  melting  fast. 

Up  &  Comers:  Shoe  Carnival  58 

By  Damon  Darlin 

Having  trouble  selling  something? 
Try  clowns  and  Big  Toe  contests. 

Up  &  Comers: 

RHI  Entertainment  64 

By  Lisa  Gubernick 

Moviemaker  Robert  Halmi  Sr.  sur- 
\  L\  ed  death  sentences  from  the  Nazis 
and  the  Russians,  and  even  managed 
to  stage  a  comeback  from  his  parent 
company's  recent  bankruptcy.  Mak- 
ing the  sequel  to  Gone  with  the  Wind 
should  be  a  piece  of  cake. 

Starting  Your  Own  Business: 
Books  That  Work  66 

By  David  C.  Churbuck 

Some  businesses  are  born  of  inspira- 
tion, others  of  frustration.  Count 
Books  That  Work  among  the  latter. 


Mid  South  Corp.  10i 

By  James  R.  Norman 

Mark  Levin's  former  partner  held 
financial  gun  to  Levin's  head.  Here' 
how  the  MidSouth  Corp.  founde 
defended  himself  and  made  a  lot  o 
money  for  investors. 

Delaware  North  10 

By  Phyllis  Berman  and  Elizabeth  Comte 
The  national  parks  are  like  mother 
hood  and  apple  pie,  but  all  is  no 
sweetness  and  light  with  the  award  o 
the  Yosemite  park  concession. 


I  Can  Get  It  For  You  Retail  4 

By  Lisa  Gubernick  and  Randall  Lane 
Foreign  investors  flocked  to  Holl 
wood  a  few  years  ago.  Today  they'd 
wiser  and  a  few  billion  dollars  poorer 

The  Global  Boss'  Pay:  Where 
(And  How)  The  Money  Is  9 

By  Richard  Morais.  Gale  Eisenstodt  and  Steve  Kichei 
with  Yuji  Anezaki,  Michael  Baumann, 
Barbara  Bierach,  Kiyomi  Kure,  Hideo  Onozuka 
and  Susanne  Puhler 

Are  U.S.  chief  executives  overpaid  i 
relation  to  their  German  and  Japanes 
counterparts?  Let's  put  it  this  wa> 
Americans  are  more  up  front  an 
open  about  such  matters. 

Rent  Shokku 

By  Neil  Weinberg 
Office  rents  in  Tokyo  are  still  foi: 
times  those  in  New  York,  but  they'r 
falling  fast — and  for  once  it's  the  foi 
eigners  who  are  making  out. 
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Every  country  has 

its  favorite  perks. 

French  chief  executives 

often  get  first-rate  chefs, 

British  executives  Rolls-Royces  or 

Jaguars  with  drivers 

for  their  private  use. 
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oppa  needed  an  encore, 
nfortunately,  he  decided 
>  attack  a  much  big- 
er and  tougher 
larket. 
mmm  50 
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"Clerks  will  often 
put  you  on  hold  and 
come  back  with 
something  50%  lower." 
HH  118 
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oca  Raton,  Here  We  Come 

1  Roula  Khalaf 

roken  noses,  personal  threats,  for- 
ard  planning — it's  all  a  part  of  the 
1ccessfi.1l  penny  stock  hustler's  life. 

tatistical  Spotlight: 

argains  In  Insurance  Stocks?  133 

i  Eric  S.  Hardy 

ou  can  get  a  piece  of  the  insurance 
Ldustry  without  exposing  yourself  to 
urricanes  and  race  riots. 


he  Forbes  Index 
he  Forbes/Barra 
/all  Street  Review 
ixed  Income  Review 


40 

129 
130 


treetwalker 

arnings  forecasts; 


144 

short-line  rail- 
)ads;  fabric  retailers;  Pharmaceutical 
larketing  Services  Inc. 


WAND  ISSUES 


52 


losing  In 

'  Dana  Wechsler  Linden 

lillions  stolen  in  one  of  history's 
ggest  scams  are  still  stashed  away  in 
cret  bank  accounts  overseas.  But  a 
7ichita  lawyer  may  be  on  the  verge  of 
iding  the  loot. 


00  Late?  106 

David  Evans 

bok-of-the-Month  Club,  with  its 
fght  "clubs,"  is  a  bit  of  an  anachro- 
sm.  Can  Time  Warner  bring  it  into 
ie  Nineties? 


COMPUTERS/COMMUNICATIONS 


When  Machines  Screw  Up  110 

Computers  can  empower  a  company, 
but  they  can  also  do  great  damage. 
Citicorp  has  experienced  both  the 
triumphs  and  the  failures. 

Printer  Esperanto  112 

By  David  C.  Churbuck 

Amid  a  cacophony  of  not  quite  com- 
patible computers  and  operating  sys- 
tems, a  lawyer  created  a  common 
language.  He  didn't  get  rich.  Also: 
Commentary  by  Andrew  J.  Kessler. 
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116 


The  Math  That  Counts 

By  Peter  Huber 

In  the  one  area  of  numeracy  that  really 
counts  today — software — Americans 
still  lead  the  world  by  a  mile. 
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Collectors:  The  Granddaddy 

Of  All  Tag  Sales  119 

By  Christie  Brown 

Nathan  Ancell  had  a  problem:  How 
do  you  get  rid  of  6,000  objets  d'art 
collected  over  60  years? 
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From  chemistry  to  candy  bars,  more  global  companie 

BECAUSE  Citibank  forges  solid,  long-term  relationships  with  its  customers— over  70  years 
with  Dow  and  Nestle.  BECAUSE  Citibank  has  established  an  extraordinary  record  in  for 
exchange,  ranked  number  one  by  customers  worldwide  for  15  consecutive  years.  BECAUSE  noc 


v  and  Nestle  choose  Citibank  than  any  other  bank. 

can  match  Citibank's  expertise  and  experience  in  emerging 
lets— over  90  years  in  Asia,  and  75  years  in  Latin  America. 
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We're  Looking  for  Millions  Of 
Missing  Homeowners. 

Millions  of  lower-income  families  have  the  lenders,  real  estate  agents,  credit  counselors, 

desire  to  buy  a  home.  Many  are  ready  now.  and  others  in  the  lending  industry. 

But  they  may  be  intimidated  by  the  buying  Together  we  created  an  outreach  program 

process.  Uncertain  how  the  system  works.  to  assist  lower-income  families  who  want  to 

Or  blocked  by  discrimination.  Others  just  buy  homes.  We  produced  a  guide  to  help  them 

need  a  little  help  getting  started.  They  may  decide  if  they're  ready.  And  we're  matching 

need  information  on  how  mortgage  lenders  up  families  with  professionals  in  their  area  who 

evaluate  employment  records.  Or  advice  on  can  help  them  with  the  home-buying  process, 
establishing  a  credit  history.       ^^^^^^^^^^^^^^^1       Fannie  Mae  is  the  nation's 
These  are  problems  the     Showing  America  A  New  Way  Home.     largest  source  of  funds  for 

housing  industry  urgently  needs  to  address.  home  buyers.  A»nd  we're  working  to  help 

And  Fannie  Mae  is  taking  the  lead.  We're  people  overcome  the  barriers  that  keep 

building  partnerships  by  bringing  together  them  from  enjoying  a  home  of  their  own. 


©1993,  Fannie  Mae 
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"Outrageous  . . .  enjoyable" 

I  RhPt  >rt  this  WITH  pi,easure:  Steve  Forbes  has  appointed  Jeffrey  M 
Cunningham,  40,  as  publisher  of  Forbes.  Cunningham  succeed] 
Cap  Weinberger,  who  becomes  chairman  of  the  parent,  Forbes  Inc 
The  business  side  couldn't  be  in  better  hands  than  Jeffs.  As  befit 
the  publisher  of  a  magazine  that  prides  itself  on  clear,  lively  prose,  Jef  I 
was  an  English  major.  He  graduated  with  honors  from  SUNT 
Binghamton  and  wrote  his  thesis  on  Thomas  Carlyle's  Heroes  anl 
Hero  Worship. 

Jeffs  own  hero  was  his  father,  an  American  World  War  II  flier  wh<j 
later  helped  train  the  Israeli  air  force  and  became  El  Al  Israel  Airline' 
chief  pilot;  Jeffs  mother  was  from  a  pioneering  Zionist  family.  }ti 
was  born  in  Rome,  as  a  kid  lived  in  Tel  Aviv,  Johannesburg  and 
London  before  moving  to  New  York.  (He  now  lives  in  Greenwich 
Conn,  with  his  wife,  the  former  Elizabeth  Anne  Moir,  and  their  fou 
children.)  Jeffs  international  upbringing  is  useful  for  a  magazin 
that  is  increasingly  international  in  its  scope. 

Jeff  brings  depth  of  expe- 
rience to  the  job.  After  a 
spell  as  a  circulation  audi- 
tor, he  became  an  ad  sales- 
man for  McGraw-Hill. 
When  he  left  that  giant 
publisher  to  join  the 
Forbes  sales  staff  in  1979, 
Jeff  received  a  letter  from  a 
top  McGraw-Hill  execu- 
tive. He  still  prizes  it.  Our 
competitor  had  written: 
"Congratulations.  .  .  . 
Forbes  is  an  outrageous 
magazine  that  I  enjoy  thor- 
oughly." 

McGraw-Hill  did  not 
part  with  Jeff  gladly.  In 
1985  it  lured  him  back  with 
an  offer  he  couldn't  refuse, 
but  a  year  later  Jeff  was 
again  at  Forbes  Inc.,  this 
time  as  publisher  of  our  then  recently  acquired  American  Herita( 
magazine.  In  1986  another  of  Jeff  s  heroes,  Malcolm  Forbes,  tappe 
him  to  be  advertising  director  of  Forbes,  and  from  there  he  moved 
associate  publisher  under  the  now  retired  James  J.  Dunn.  The  yea 
when  Jeff  was  stepping  up  the  ladder  were  good  years  for  Forbes:  V 
moved  from  fifth  spot  to  number  one  spot  in  advertising  pag 
among  all  U.S.  magazines. 

Of  his  latest  promotion  Jeff  says:  "Being  publisher  of  Forbi 
blends  the  basic  themes  of  my  life:  a  love  of  fine,  spirited  writing 
fascination  with  heroes — Forbes  deals  with  the  heroes  and 
antiheroes  of  business;  and,  finally,  the  management  qualities  ii 
spired  in  me  by  my  mother,  who  is  the  most  naturally  organic 
person  I've  ever  met." 

To  which  I  add:  With  the  business  side  of  this  "outrageous  ai 
enjoyable"  magazine  in  Jeff  Cunningham's  experienced  and  cong 
nial  hands,  Forbes'  future  is  assured. 


Jeff  Cunningham 


C-^^  Editor 
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PARKER  DUOFOLD.  THE  FINEST  CRAFTED  WRITING  INSTRUMENTS  IN  THE  WORLD. 

Tiiiji 


JLJL.4>  PARKER  DUOFOLD 


The  Duofold  Marbled  Green  Ball  Pen,  $150.  •  LIFETIME  GUARANTEED*  For  more  information  call  I-800-BES1  PEN 

MARSHALL  FIELD'S  •  WOODWARD  &  LOTHROP  •  BLOOMINGDALE'S 


At  Chemical  our  clients  know  we  have  a  broad  range  of  financial 


The  result  is  that  we  can  build  mutually  valuable  relationship; 


capabilities  to  help  them  reach  their  goals. 


them,  as  banker,  advisor,  and  trading  and  investment  partner. 


And  they  are  confident  that  we'll  provide  them  with  the  most 


We  know  how  to  structure  the  right  solution  the  first  time, 


objective  advice,  based  on  their  needs 


a  spirit  of  teamwork.  Because  we  can  do  this  repeatedly  across  a 


ffi  Chemical 


nge  of  needs,  our  clients  can  have  the  kind  of  multi-faceted 
ship  they  prefer. 

r  broad-based  approach  produces  results.  For  example, 
al  has  global  leadership  positions  in  loan  syndications,  trading, 


treasury,  corporate  finance,  capital  markets  and— through  Geoserve®— 
operating  services.  And  at  a  time  when  others  have  retreated  from  interna- 
tional arenas,  Chemical  has  a  global  network  across  35  countries. 

Put  Chemical  to  the  test.  You'll  find  us  broadly  useful,  to  say  the  least. 


Expect  more  from  usr 

©  1993  Chemical  Banking  Corporation 
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Trouble  on  the  high  seas 

Just  over  three  years  ago  Forbes 
thought  shipping — and  shipping 
stocks — were  ripe  for  a  rebound  (Feb. 
5,  1990).  The  fundamentals  looked 
good.  Demand  for  vessels  was  ex- 
ceeding supply,  and  charter  rates  were 
on  the  rise. 

Damn  the  fundamentals!  We  were 
wrong.  We  failed  to  anticipate  higher 
insurance  and  regulatory  compliance 
costs  in  the  wake  of  the  Exxon  Valdez 
oil  spill.  Nor  did  we  foresee  the  reces- 
sion, which  slowed  the  U.S.  in  1991 
and  then  spread  to  Europe  and  Japan. 
According  to  James  Winchester  of 
Lazard  Freres  &  Co.,  the  slowdown 
has  helped  cut  the  average  freight  rate 


With  tanker  charter  rates  down  sharply, 
shipping  stocks  have  taken  a  bath. 


for  a  supertanker  to  around  S 1 8,000  a 
day,  versus  $25,000  in  1990. 

Our  article  listed  five  conventional 
shipping  stocks  for  investors  to  con- 
sider— Alexander  &  Baldwin,  Inter- 
national Shipholding,  OMI,  Overseas 
Shipholding  Group  and  Stolt  Tankers 
&  Terminals.  On  average,  they're  off 
28%  since  our  story  ran. 

Also  listed  were  six  speculative 
firms  formed  to  buy  secondhand  ves- 
sels. These  companies  were  called 
"self-liquidating'"  because,  at  some 
point,  the  ships  were  to  be  sold  and 
the  companies  folded,  with  part  of  the 
profits  distributed  to  shareholders. 

Michael  Hudner,  a  lawyer  who 
once  packaged  real  estate  partner- 
ships, put  together  three  of  these  self- 
liquidating  firms — b&h  Maritime, 
b&h  Ocean  Carriers  and  B&H  Bulk 
Carriers.  Investors  who  bought  these 
stocks  have  little  to  show  for  it;  the 
B&H  entities  are  off  an  average  of  89% 
since  our  story  appeared. 

"Most  of  these  [self-liquidating] 
companies  have  benefited  the  manag- 
ers more  than  the  shareholders,"  says 
Paul  Slater,  chairman  of  First  Interna- 
tional Financial  Corp.,  a  maritime 


finance  and  leasing  firm.  In  man! 
cases,  he  says,  management  paid  itsel 
fat  fees  to  operate  the  vessels,  siphon 
ing  off  cash  flow. 

Case  study  in 
diversification 

Textron  Inc.  had  few  friends  a 
1990  dawned.  It  was  an  ugly  ducklin 
twice  over — a  conglomerate,  and  on 
that  depended  heavily  on  defens 
contracts.  What  about  its  strength  i 
financial  services,  civil  aviation  an 
automotive  products?  Wall  Street  w^ 
unimpressed.  But  Forbes  figured  th 
diversity  would  provide  a  good  bas 
on  which  Textron  could  build  stron 
new  businesses  (Dec.  11,  1989). 

And  so  it  has.  Last  year  Textro 
earned  $324  million  ($3.66  a  shan 
on  revenues  of  $8.3  billion  (befor 
one-time  accounting  adjustments  rt 
lated  to  retiree  benefits).  That's  u 
from  $269  million  on  revenues  c 
$5.3  billion  in  1989.  Textron's  stoc 
recently  traded  at  49 Vs,  more  ths} 
double  its  late  1989  price. 

Credit  goes  to  retired  Chief  Execi 
tive  B.F.  (Bev)  Dolan  and  his  succe 
sor,  James  Hardymon,  who  has  bui 
on  Textron's  civilian  businesses.  Fo 
example,  last  year's  $605  million  pu 
chase  of  Cessna  helped  cut  milita: 
sales  to  20%  of  revenues.  That's  dow 
from  23%  in  1991  and  41%  in  1986 

Textron's  automotive  division  h 
prospered,  thanks  largely  to  its  expe 
tise  in  producing  plastic  componen 
for  car  interiors  and  trim.  Having  ju 
completed  the  acquisition  of  Chry 
ler's  plastics  business  for  $138  m: 
lion,  Textron  intends  to  further  cap 
talize  on  the  trend  among  automake 
toward  awarding  contracts  to  bui 
entire  interiors  to  a  single  supplier. 

Despite  the  recession  and  defen 
contracts  winding  down,  Textron  h 
had  14  straight  quarters  of  earnin 
growth.  That  includes  a  first-quart 
gain  of  16%  compared  to  the  year-aj, 
period.  "Diversification,"  says  Ha 
dymon,  who  took  over  as  chief  exec 
tive  in  late  1991,  "did  work." 

Full  steam  ahead 

Forbes  went  out  on  a  limb  in  pr 
claiming  that  railroad  laggard  C 
Corp.  had  rounded  the  bend  and  \v 
picking  up  speed  under  new  Ch 
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Owning  your  own  trucks  is  no  day  at  the  club.  For  starters,  you  have  to  lay  out 
a  significant  capital  investment  and  be  responsible  for  regular  maintenance.  And  if 
you  think  three -putting  leaves  you  frustrated,  consider  the  hassles  and  paperwork 
that  come  with  licensing,  permitting  and  DOT  compliance. 

But  these  are  not  the  only  hazards  you  face.  Time-consuming  problems  like 
changing  EPA  regulations,  new  technologies  and  a  more  demanding  customer  can  be 
as  frustrating  as  a  bad  slice. 

A  Ryder  Full  Service  Lease 

will  prevent  you 
from  driving  into  the  traps. 

There  is  an  easier  way  for  your  company  to  reach  the  green.  A  Ryder  Full 
Service  Lease.  The  experts  at  Ryder  will  help  you  improve  customer  service  and 
reduce  costs.  You'll  get  customized  trucks  and  extra  or  loaner  vehicles  if  you  need 
them.  Plus  a  preventive  maintenance  program  that  keeps  your  vehicles  in  top 
condition  and  a  competitively  priced,  comprehensive  fuel  program. 

To  learn  how  transportation  can  improve  your  business,  call 
1-800-RYDER-OK,  ext.  103,  for  a  free  brochure  and  a  "Lease  Versus  Own  Analysis." 
And  take  a  lesson  or  two  from  the  pros. 


<Q)1993  Ryder  Truck  Rental,  [fie  A  Ryder  System  Co.  Ryder  is  an  equal  opportunity  employer.  1-800-RYDER-OK 


"Achieving  The  Highest  Quality  Standards" 


or  the  Boeing  Company,  one  of  the 
cornerstones  of  its  business  strategy  is  the  commitment  to  continuous  improvement  in  the 
quality  of  its  products  and  processes.  To  achieve  this,  Boeing  is  dependent  upon  the  quality  of 
hardware  provided  by  its  top  suppliers.  Suppliers  like  Fansteels  California  Drop  Forge 
operation  and  hardware  like  the  high  quality  forgings  they  produce. 

As  Boeing  prepares  to  build  its  next  jet  aircraft,  the  777,  it  has  determined  that  no  parts  will  be 
purchased  from  suppliers  who  fail  to  be  certified  under  its  new  D 1-9000  Quality  System.  A 
system  with  the  toughest  quality  standards  in  the  industry,  California  Drop  Forge  is  proud  to 
have  been  approved  for  D 1-9000  status. 

This  approval  represents  the  culmination  of 
months  of  team  work  and  commitment  to  the 
highest  quality  standards  by  Fansteel  California 
Drop  Forge  and  its  personnel.  Achieving  the 
highest  quality  standards  is  one  more  reason 
why  it  will  pay  you  to  know  more  about  us. 

Fansteel  California  Drop  Forge  produces  a  wide  variety  o/ 
closed  die  and  pancake  forgings  for  the  aircraft,  space,  gas 
turbine  engine  and  medical  industries. 

Fansteel  is  a  Specialty  Metals  Manufacturer  of  Aircraft/Aerospace  and  Weapon  System  Components, 
Forgings,  Sand  Mold  and  Investment  Castings,  Cutting  and  Milling  Tools,  Tool  Holding  Devices,  Coal  Mining 
Tools  and  Accessories,  Construction  Tools,  Wear  Parts  and  Special  Wire  Forms. 

landed 

1  Tantalum  Place  •  North  Chicago,  IL  60064 
708-689-4900 


Executive  John  W.  Snow,  a  former 
federal  highway  official  (June  25, 
1990).  For  a  while  it  looked  as  if  the 
limb  were  sawed  off:  csx's  stock  pro- 
ceeded to  slump  to  the  mid-20s  from 
the  mid-30s. 

But  since  then  the  $8.7  billion  (rev- 
enues) giant  has  powered  ahead.  As 
Snow  has  streamlined  operations  and 
negotiated  down  labor  costs,  csx's 
stock  surged  to  80  early  this  year, 
before  correcting  to  a  recent  71%. 
That  made  CSX  the  best-performing 
:ompany  in  a  very  hot  transportation 
group  over  that  35-month  period. 

CSX  has  yet  to  realize  all  of  the  cost 
;avings  from  the  improved  labor 


CSX  Corp.  Chief  Executive  John  Snow 
i:rom  laggard  to  Wall  Street  darling. 


tgreements  it  has  hammered  out.  The 
ailroad's  expenses  have  been 
:hopped  to  an  estimated  81%  of  reve- 
mes  from  88%  in  1990,  but  Snow 
dms  to  get  them  below  80%.  Even' 
percentage  point  is  worth  roughly  50 
:ents  per  share. 

Management  has  plenty  of  incen- 
ive.  A  new  compensation  plan  heavily 
weighted  with  stock  incentives  has 
lelped  lift  management's  stake  to  al- 
nost  3%  of  csx's  104  million  shares 
rom  less  than  0.5%.  Snow  earned 
nore  than  $16  million  last  year  from 
tock  gains. 

One  threat  to  csx  is  slumping  coal 
onnage.  If  passed,  the  Clinton  Ad- 
ninistration's  proposed  energy  tax 
ould  make  this  problem  worse.  But 
jnow  is  countering  with  a  renewed 
push  for  intermodal  traffic — princi- 
ally  truck  trailers  moved  by  rail. 

csx's  rail  system  shrank  by  one- 
Durth  in  the  1980s.  But  now  Snow  is 
onsidering  expanding  again  with 
ome  small  acquisitions.  Says  he: 
'The  era  of  large-scale  downsizing  is 
>ver." 

-James  R.  Norman  wm 
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Fidelity's  Spartan 
Brings  Higher  Yields 
to  Ginnie  Maes 

Spartan®  Ginnie  Mae  Fund 

If  you're  looking  for  more  income,  you  probably  don't  want 
to  sacrifice  high  quality.  Now,  with  Fidelity's  Spartan  Ginnie  Mae 
Fund,  you  can  pursue  high  current  yields  primarily  from  securi- 
ties backed  by  the  full  faith  and  credit  of  the  U.S.  government.1 

Fidelity's  Proven  Spartan  Approach® 
To  Higher  Yields 

Our  Spartan  funds  are  designed 
to  maximize  yields  by  minimizing 
fund  operating  expenses.2  At  its  incep- 
tion, this  common  sense  approach 
was  considered  groundbreaking.  We 
believe  it  sets  the  standard  to  help 
deliver  higher  yields  to  investors. 


Spartan 
Ginnie  Mae  Fund 


7.08°' 

30-Day  Yield3 
(ended  3/5/93) 


9.61 


Total  Return/1  Year 
(3/31/92-3/31/93) 


10.33% 

Average  Annual  Return/ 
Life  of  Fund3 
(12/27/90-3/31/93) 


If  s  Easy  To  Transfer  Your 
Retirement  Savings 

Fidelity  makes  it  easy  to  transfer  your 
bank  savings  assets  or  your  retire- 
ment savings.  Just  call,  and  we'll 
assist  you.  There's  no  sales  charge.  (Minimum 
investment:  $10,000.)  As  with  any  bond  fund,  yield, 
share  price,  and  return  will  fluctuate  and  you  may 
have  a  gain  or  loss  when  you  sell  your  shares. 

Visit  a  Fidelity  Investor  Center 
Or  Call  24  Hours 

1-800-544-8888 


Fidelity 


investments* 

Common  sense.  Uncommon  results. 


For  more  complete  information,  including  management  fees  and  transaction  expenses,  call  or 
write  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  'The  Fund  itself 
is  not  guaranteed  by  the  U.S.  government.  2If  your  account  balance  is  below  $50,000,  transac- 
tions will  reduce  your  yield.  Total  returns  are  historical  and  include  change  in  share  price, 
reinvestment  of  dividends  and  capital  gains  and  the  effect  of  the  $5  closeout  fee.  If  Fidelity 
had  not  reimbursed  a  portion  of  Fund  expenses,  the  yield  would  have  been  6.85%  and  returns 
would  have  been  lower.  The  expense  limitation  may  be  revised  at  any  time,  at  which  time  yield 
2r  and  returns  will  go  down.  Fidelity  Distributors  Corporation.     CODE:  FORB/SGM/060793 
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Fancy  fringes 

Thanks  to  a  recently  proposed  $216 
million  bailout,  struggling  filmmaker 
Carolco  Pictures  Inc.  should  avoid 
bankruptcy.  Most  shareholders  have 
taken  a  beating,  but  a  filing  with  the 
Securities  &  Exchange  Commission 
in  early  May  shows  that  Chairman 
Mario  Kassar  will  be  maintained  in  the 
posh  style  to  which  he  has  become 
accustomed. 

The  reorganization  plan  guaran- 
tees Kassar  various  "fringe  benefits." 
These  include  "floral,  plant  and  gar- 
dening services"  at  his  office  and  two 


Mario  Kassar  of  Carolco  Pictures 
A  bailout  won't  cut  out  his  perks. 


homes;  chauf'feured  limousines;  title- 
to  a  Rolls-Royce;  up  to  $250,000  for 
leases  on  additional  ears;  and  mem- 
berships in  "country  clubs,  yacht  and 
beach  clubs,  fraternal  and  business 
( >rganizations  and  any  other  clubs" — 
not  to  exceed  $20,000. 

Nice  to  know  someone's  keeping  a 
lid  on  expenses.      -LISA  GUBERNK  K 

Drexel's  final  chapter? 

In  April  1992  Drexel  Burnham  Lam- 
bert emerged  from  Chapter  1 1,  with 
most  ofits  remaining  junk  bond  posi 
Hons  held  by  a  new  entity  named  New- 
Street  Capital  Corp.  (Forbes,  June  8, 
1992),  which  is  indirectly  owned  by 
former  creditors.  The  final  chapter  is 
about  to  be  written,  with  the  creditors 
making  out  surprisingly  well. 

Thanks  in  part  to  the  bull  market 
in  junk  bonds,  in  just  under  a  year 
New  Street's  book  value  has  risen  by 
almost  30%,  to  $536  million.  The 
DBL  Liquidating  Trust,  which  was  set 
up  to  dispose  of  Drexel's  assets,  re- 
cently hired  Lazard  Freres  to  advise 
it  on  how  to  maximize  New  Street's 


value — another  way  ofsaying  "What 
are  we  bid?" 

When  Drexel  was  reorganized,  its 
creditors  received  certificates  of  bene- 
ficial interest  backed  in  part  by  New 
Street.  Its  Class  A  certificates  began 
trading  over-the-counter  in  April 
1992  at  $462  apiece.  To  date,  their 
holders  have  already  received  $513 
per  certificate  in  cash  distributions, 
and  the  certificates  still  fetch  $165  in 
the  market.  — Riva  Atlas 


Davis  in  a  fair  way 

BILLIONAIRE  Marvin  Davis  is  said  to 
be  considering  a  bid  to  buy  back 
Pebble  Beach,  the  California  golf 
course  he  sold  to  Japanese  business- 
man Minora  Isutani  in  1990  for  $840 
million.  To  pay  off  loans  incurred  in 
the  deal,  Isutani  had  counted  on  sell- 
ing Pebble  Beach  memberships  for 
over  $100,000  apiece  (FORBES,  Sept. 
30,  1991). 

When  California  regulators 
squashed  the  plan,  Isutani  sold  Peb- 
ble Beach  to  another  Japanese  buyer, 
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Pebble  Beach  golf  course 
Another  round  for  Marvin  Davis? 


Lone  Cypress  Co.,  for  a  reported 
$500  million.  It's  said  that  Davis 
would  like  to  get  the  property  back  for 
less  than  that.  Paul  Leach,  a  managing 
director  of  Lone  Cypress,  says  the 
property's  not  for  sale.  Davis  had  no 
comment,  but  a  source  close  to  him 
didn't  deny  that  he's  interested.-R.A. 

Yuckie  collecting 

Spur  i  s  memorabilia  to  be  auctioned 
in  San  Francisco  in  early  June  will 
range  from  a  pair  of  Nike  tennis  shoes 
worn  by  Jimmy  Connors  in  a  1991 
U.S.  Open  match  (estimate,  $600  to 
$700)  to  a  pink  sequined  and  feath- 
ered skating  dress  with  matching  tiara 
and  skates  worn  by  1930s  Olympic 


like  Tyson's  protective  cup 
When  taste  runneth  under. 


gold  medal  winner  and  movie  sta 
Sonja  Henie  (estimate,  $5,000  t 
$6,000).  Auctioneer  Richar 
Wolffers  Auctions,  Inc.  expects  th 
sale  to  fetch  $1 .5  million  all  told. 

Prize  for  bad  taste  goes  to  lot  1 08; 
an  Everlast  protective  cup,  made  c 
leather,  size  large,  complete  with  le 
ter  of  authenticity.  It  was  used  i 
training,  but  never  in  an  actual  figh 
by  former  heavyweight  boxing  chan 
pion  Mike  Tyson.  Expected  prio 
$1,750  to  $2,000.-Christie  Brow 

The  Zell  shuffle 

Chicago  investor  Sam  Zell  earne 
his  nickname,  "the  Grave  Dancer, 
by  buying  up  distressed  real  esta 
from  developers  in  over  their  head 


Cleveland's 
Reserve  Square 
and  investor  Sam  2 
The  grave  dancei 
takes  a  turn 
with  HUD. 
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Now  Zell  is  trying  to  keep  others  from 
taking  advantage  of  his  own  bad  luck. 

Since  1978,  a  Zell  partnership  has 
:ontrolled  Reserve  Square,  a  mixed- 
ase  development  in  downtown 
Cleveland.  The  largest  lien  holder 
ivhen  Zell  came  in  was  the  Depart- 
ment of  Housing  &  Urban  Develop- 
ment, which  had  guaranteed  a  $30 
million  mortgage  on  the  site.  Ten 
/ears  later  Zell  decided  the  property 
heeded  a  face-lift.  As  part  of  the  refi- 
nancing for  this,  Zell  convinced  HUD 
p  accept  a  $21  million  payment  in 
exchange  for  moving  from  first-mort- 
gage holder  to  third  in  line — behind 
Continental  Bank  and  another  Zell 
>artnership,  which  had  begun  to  lend 
noney  to  the  project. 

But  even  with  the  addition  of  a 
lew  Radisson  Hotel,  Reserve 
iquare  is  still  a  dog.  In  February  the 
roperty  defaulted,  hud  says  it's 
wed  $19  million. 

Now  the  second  Zell  partnership  is 
tying  to  foreclose  on  Reserve  Square. 
^  leems  Zell  wants  to  buy  back  the 
roperty  at  auction,  but  he  wants  HUD 
d  take  a  haircut.  To  settle  with  hud, 
ell  has  offered  $300,000.  A  hud 
Dokesperson  in  Washington  says 
aat's  not  acceptable. 

— Christopher  Palmeri 


lop  springs  eternal 

OR  nearly  500  years,  the  Benedic- 
ne    monks    of  Kloster  Andechs 
rewed  beer  in  relative  serenity  at 
leir  abbey  near  Munich.  When 
-~7orld  War  II  left  them  in  dire  straits, 
aey  were  bailed  out  with  food,  mon- 
■m  and  clothing  by  the  American  Ben- 
pictine  brothers  at  Mount  Angel  Ab- 
>ipy,  near  Portland,  Ore.  Today  Port- 
d's  Mount  Angel  Abbey  is  in 
ancial  trouble,  and  the  Kloster  An- 
chs  monks  are  riding  to  the  rescue, 
ng  advantage  of  the  growing 
erican  taste  for  high-priced  beer 
ade  in  small  batches,  the  two  mon- 
teries  have  formed  a  joint  venture, 
corporated  in  Delaware,  to  produce 
ndechs  German-type  beer  in  the 
.S.  Brewing  and  marketing  will  be 
dance  indled  by  Monroe,  Wis. -based  Jo- 
ph  Huber  Brewing  Co.,  best  known 
r  its  Harley- Davidson  beer. 
"It's  a  virtual  miracle,"  says  Father 
ndrew  Baumgartner,  Mount  Angel 
bbey's  business  manager.  -CP.  UB 
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The  Water  Tower  at  your  feet. 


Midwestern  warmth.  Big  city  style. 


With  a  focus  on  business. 


Call  1-800-233-1234  or  your  travel  planner. 


Step  in 

from  the  heart  of  the  city. 

Arise  restored. 

Revival  on 
your  terms. 


PARK 

ri-YA-TT 


CHICAGO 


Small.  Select.  Inspired. 


Hyatt  Hotel  and  Resorts  are  manafied  or  operated  by  two  separate  groups  of  companies-Hyatt  Corp  and  Hyatt  International  Corp  ©  1993  Hyatt  Corp 


Diversify  Your  No-Load  Portfolio 

A  World  Apart 


Our  no-load  international  fund 
ranks  #3  out  of  41  load  and  no-load 
international  equity  funds  since 
inception  (5/4/89  -  3/31/93).  And, 
unlike  many  other  international 
funds,  this  fund  is  no-load  and  offers 
the  expertise  of  portfolio  managers 
with  extraordinary  international 
credentials.  Minimum  investment: 
$2,500. 

Please  note  that  the  performance  data  shown  represents  past  performance.  The  investment  return 
and  principal  value  of  an  investment  will  fluctuate  and  redemption  value  may  be  more  or  less  than 
original  cost.  Counsellors  Securities  Inc.,  distributor.  Fund  shown  is  ranked  #32  out  of  88  interna- 
tional equity  funds  for  the  period  3/31/92-3/31/93  by  Lipper  Analytical  Services,  Inc.  For  more 
complete  information,  including  management  tees,  expenses,  and  the  special  considerations  and  risks 
assoc  iated  with  international  investing,  call  for  a  free  prospectus.  Read  it  carefully  before  investing. 

CALL:  1-800-257-5614 


Warburg  Pincus 
International  Equity 
Fund 

AGGREGATE  TOTAL  RETURN 

52.46% 

(5/2/89-3/31/93) 

AVERAGE  ANNUAL 
TOTAL  RETURN 

1L37%  8.35% 

(5/2/89-3/3 1  /93)     (3/3 1  /92-3/3 1  /93) 


466  Lexington  Avenue,  New  York,  NY  10017 


Warburg  Pincus  Funds 


Battle 
cries 

Sir:  Re  "Don't 
underestimate 
the  champ'1 
(May  10).  You 
likened  our  com- 
petitor's actions 
to  General 
Grant's  theories 

on  winning  a  war  by  attrition.  I  would 
cite  a  quote  from  Sallust,  a  first-centu- 
ry B.C.  Roman  historian:  "It  is  always 
easy  to  begin  a  war,  but  very  difficult 
to  stop  one,  since  its  beginning  and 
end  are  not  under  the  control  of  the 
same  man." 
-Maura  T.  Payne 
Director 

External  Communications  &  Issues 
RJ  Reynolds  Tobacco  Co. 
Winston-Salem,  N.C. 

Sir:  I  just  hope  you  never  have  to 
write  a  story  comparing  me  to,  say, 
General  Custer. 
-Michael  A.  Miles 
Chairman  and 

Chief  Executive  Officer 
Philip  Morris  Cos. 
New  York,  N.T. 

Sir:  This  all  sounds  too  familiar. 
Please  show  me  an  industry  where 
management  is  worried  about  making 
money  instead  of  losing  sleep  over 
market  share  data. 
-Paul  J.  Coughlin  III 
Stamford,  Conn. 

Road  to  Ganossa 

Sir:  You  should  accept  with  alacrity 
the  Financial  Accounting  Standards 
Board's  desire  (Side  Lines,  May  10) 
that  Forbes  be  sent  to  Canossa  for 
opposing  the  fasb's  wrongheaded 
thinking  on  executive  stock  options. 

In  1077,  German  Emperor  Henry 
IV  waited  in  the  snow  at  Canossa  for 
three  days,  before  Pope  Gregory  VII 
granted  him  absolution.  Henry  IV's 
"submission"  was  a  tactical  ploy. 
Subsequently,  Henry  attacked  Rome, 
forcing  the  pope  to  flee  to  Salerno, 
where  he  died  discredited. 

Forbes  to  Canossa,  then  the  fasb 
to  Salerno. 
-Keith  Wheelock 
Skillman,  N.J. 


Sir:  You  may  have  been  ostracized  by 
the  folks  at  the  Financial  Accounting 
Standards  Board,  but  you  have  not 
been  sent  to  Canossa. 

The  phrase,  as  used  in  Britain  to 
describe  the  shunning  of  a  worker  by 
his  co-workers,  is  "to  send  him  to 
Coventry."  To  go  to  Canossa  is  to 
humble  oneself. 
-Steven  Horwitz 
Moraga,  Calif. 

Oops,  wrong  town.-Eo. 

Quite  contrary 

Sir:  Re  Washington's  effectiveness  in 
commercializing  the  results  of  its  R&D 
funding  (Fact  &  Comment,  May  10). 

As  a  nation,  we  have  devoted 
hardly  any  effort  to  evaluating  how 
technology  can  be  better  transferred 
to  the  private  sector.  There  is  no 
structured  approach;  rather,  one-off 
political  exigencies  such  as  Sema- 
tech.  Last  year  the  government  re- 
ceived less  than  $3  million  in  pay- 
ments under  technology  licenses 
from  a  total  expenditure  on  technol- 
ogy of  over  $70  billion. 
-Anthony  C.  Warren 
Princeton,  N.J. 

Sir:  All  of  us  are  disappointed  that 
General  Signal,  the  parent  of  GCA,  has 
decided  to  get  out  of  the  semiconduc- 
tor manufacturing  equipment  busi- 
ness. Sematech  has  supported  tech- 
nology development  at  GCA.  In  fact,  it 
represented  some  2%  to  3%  of  our 
budget  over  the  last  several  years. 

If  it  is  our  only  negative  outcome, 
I'll  be  absolutely  delighted.  Unfortu- 
nately, GCA  won't  be  the  only  Ameri- 
can small  business  with  world-class 
technology  that  failed  in  the  market- 
place. You  can't  do  something  as  high 
risk  and  complex  as  semiconductor 
manufacturing  without  some  failure, 
which  is  exactly  why  government  and 
industry  are  sharing  the  risk. 
-William  J.  Spencer 
President  and  Chief  Executive  Officer 
Sematech 
Austin,  Tex. 

Farewell,  welfare.5 

Sir:  The  British  welfare  system  offers 
the  underprivileged  and  out-of-luck  a 
safety  net.  European  visitors  to  New 


York  City,  New  Orleans  or  San  Fran 
cisco — almost  any  major  U.S.  city^ 
are  appalled  by  the  beggars  and  pan 
handlers  they  find.  Clinton  is  right  ij 
trying  to  fashion  a  European-styl 
welfare  system. 
-Ian  Bruce 
Milton,  Mass. 

Sir:  In  case  Bill  and  Mrs.  Clinton  ar 
not  listening  ("I'm  entitled,"  Ap\ 
26),  you  may  send  them  a  four-yea 
subscription  at  my  expense.  (Pleas 
send  invoice.) 
-John  A.  Cheek 
Dublin,  Ohio 

Monarchist! 

Sir:  You  state  that  "every  dolk 
earned  by  a  Super  50  executive  repre 
sents  $6,700  in  corporate  sales  an) 
$425  in  earnings"  and  conclude  th; 
this  is  "not  a  bad  return"  ( "Paycheck 
of  the  Super  50,"  May  10).  The  ai 
sumption  that  senior  executives  ai 
the  only  employees  responsible  for 
company's  success  is  an  outdate< 
monarchist  view. 
-Robert  B.  Bresticker 
Schaumburg,  III. 

Rubberneck  retailing 

Sir:  Returning  to  the  days  of  priva 
label  ("Back  to  basics,"  May  1( 
might  relieve  sticker  shock  and  bon 
dom.  Department  stores  seek  a  fix  t 
reducing  branded  offerings  [bu 
time-impoverished  and  risk-averj 
customers  often  find  brands  a  shor 
cut  to  faster,  surer  shopping.  "Lool 
ing  back"  in  retailing  is  like  a  hock< 
player  racing  to  where  the  puck  i 
rather  than  to  where  it's  going. 
-Stanford  H.  Sholem 
Champaign,  III. 

Not  so  fast! 

Sir:  Peter  Huber's  column  "Healt 
death  &  economics"  (May  10)  stat 
that  smoking  cigarettes  does  not  pui 
drain  on  the  health  care  system, 
lung  cancer  and  a  quick  heart  atta 
are  ways  to  die  quickly  and  reasonab 
cheaply.  Have  you  forgotten  abo 
emphysema,  chronic  bronchitis  at 
peripheral  vascular  disease? 
-David  F.  Greenbaum,  M.D. 
Willingboro,  N.J. 
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The  inspiration  for  our  new  Qub  W>rld  seat. 


With  an  adjustable  lumbar  support,  a  newly  designed  footrest  and  the  privacy  of  side  headrests,  you'll 
think  you're  flying  on  cloud  nine.  It's  the  way  we  make  you  feel  that  makes  us  the  world's  favourite  airline. 


British  Airways 


The  worlds  favourite  airline \ 


One  Of  The  World's  Largest  Banks  Asked  Us  How  To  Make  Their  Wall  Street  PCs  Run  Better. 


On  the  trading  floors  of  Wall  Street,  computer  downtime  isn't  just  an  inconvenience.  It's  a 
disaster.  Our  client  faced  trying  to  maintain  hundreds  of  PCs  there  and  thousands  more  nation- 
wide. We  told  them  the  hest  way  to  service  their  PCs  was  not  to  service  them  at  all.  To  let  us  take 

care  of  them.  So,  they  could  focus  on  the  husiness  of 

We  Told  Them  To  PuEl  The  Plug.  Through  Dataserv,  Inc.,  a  BellSouth  company,  the 

hank  received  the  technical  expertise  and  quick  repairs  they 

required.  They  also  received  a  significant  reduction  in  downtime.  Improved  customer  service.  And  the 

confidence  that  comes  from  a  more  reliable  system. 

The  hank  was  pleased.  But  not  surprised,  since  they  were  already  relying  on  us  for  many 

of  their  cellular,  paging  and  voice  systems.  You  see,  BellSouth  is  a  lot  more  than  one  company.  It's 

a  family  of  companies.  From  paging,  cellular,  mobile  data  and  information  services  to  sophisticated 

telecommunications  networks,  BellSouth  has  the  depth  of  resources  required  to  meet  your 

communications  challenges  today.  And  tomorrow. 

Precisely  why  one  very  important  hank  opened  their 

.  i  D  1    r<  .   r  .  11  Telecommunications 

account  with  Dell&outh.  ror  more  information,  call  uour 

BellSouth  Representative  or  1-800-726-BELL.  Information  Services 

Mobile  Communications 

Advertising  Services 


BELLSOUTH® 
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Everything  you  expect  from  a  leader* 

'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


5y  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


MURDEROUS  MYOPIA 

The  Clinton  Administration  is  giving  short  shrift  to  one 
)f  the  most  effective  instruments  for  influencing  events  in 
)ther  countries  on  a  day-to-day  basis:  radio  broadcasting. 

While  Washington  policymakers  now  acknowledge  the 
normously  positive  role  that  Radio  Free  Europe  and 
ladio  Liberty  (RFE/RL) — and,  to  a  lesser  extent,  Voice 
>f  America  ( VOA) — played  in  undermining  communism 
n  Eastern  Europe  and  the  former  Soviet  Union,  White 
-louse  staffers  are  working  overtime  to  shut  down  or 
masculate  RFE/RL  as  "relics  of  the  Cold  War." 
But  these  radio  stations  are 


tiore  important  than  ever,  as 
ieleaguered  democrats  in  East- 
rn  Europe  will  tell  you.  Czech 
Lepublic  President  Vaclav  Havel 
reentry  wrote  personal  letters  to 
rading  members  of  Congress 
leading  with  them  to  continue 
LFE  broadcasts  to  his  country. 

What  the  Havels  recognize  is 
aat  you  cannot  have  democracy 
ithout  a  free  flow  of  informa- 
on.  Independent  media  in 
lost  of  these  countries  are  still 
athetically  weak;  television  and 
idio  are  still  under  the  firm 

lumb  of  bureaucracies  dominated  by  former  commu- 
nists. Reformers  there  testify  that  RFE/RL  are  the  only 
:liable,  comprehensive  sources  of  news  about  events  in 
'oeir  countries.  The  stations  have  an  extensive  network  of 
orrespondents  and  stringers  unrivaled  by  any  other  news 
rganization.  Democratic  leaders  there  hope  that  in  a  few 
;ars  they  won't  need  these  broadcasts,  that  democracy 
ill  have  sunk  deep  roots  and  that  there  will  be  a  strong 
omestic  media.  But  they  strongly  stress  that  these  stations 
ow  play  a  vital  role  in  the  transition  from  communism  and 
lat  they  are  crucial  in  helping  dampen  ethnic  hostilities. 
Unlike  the  BBC,  the  VOA  and  other  international 
roadcasters,  RFE/RL's  programming  concentrates  al- 
lost  entirely  on  internal  events  in  the  countries  to  which 
is  broadcast.  RFE/RL  practice  what  is  called  "home 
xvice"  or  "surrogate"  broadcasting.  The  VOA's  Polish 
:rvice  devotes  around  20%  of  its  feature  programming  to 
/ents  in  Poland  or  neighboring  countries.  RFE  devotes 


word  "we"  he  means  "we  Americans,"  but  when  RFE  or 
RL  announcers  use  that  pronoun,  they  mean  "we  Rus- 
sians," "we  Bulgarians,"  etc.  Listeners  consider  RFE/RL 
their  stations,  not  those  of  a  foreign  government. 

The  Clinton  Administration  is  cobbling  together  a 
Western  aid  package  in  excess  of  $28  billion  to  shore  up 
Boris  Yeltsin.  The  cost  of  Radio  Liberty's  Russian  service, 
which  is  listened  to  daily  by  millions  of  educated,  politically 
interested  people,  costs  less  than  $  1 0  million  a  year.  Yet  the 
Administration  wants  to  close  it  down  as  quickly  as  possible. 

This  perverseness  is  even  more 
bloodily  pronounced  with  the 
former  Yugoslavia.  RFE  has  nev- 
er been  allowed  to  broadcast 
there.  I  chaired  RFE/RL  until 
this  April .  Last  year  we  proposed 
to  the  Bush  Administration  that 
we  begin  broadcasts  in  Serbo- 
Croatian  to  counter  Serbian  dic- 
tator Slobodan  Milosevic's  Na- 
ziesque  propaganda  with  the 
truth.  Nothing  doing,  we  were 
told.  We  made  the  same  request 
of  the  Clinton  Administration. 
The  White  House  responded 
that  it  wouldn't  give  the  green 
light  because  that  might  lead  people  to  conclude  that  RFE 
should  continue  to  exist.  As  one  of  them  put  it  to  me,  "This 
would  give  you  guys  legitimacy,  and  we  don't  want  that." 

Last  summer  at  a  conference  in  Europe,  a  group  of 
Serbian  journalists  pleaded  with  RFE  officials  to  broad- 
cast to  their  country.  Their  message:  "You  Americans 
have  no  idea  how  damaging  Milosevic's  total  control  of 
information  is.  You  don't  realize  how  many  Serbs  actually 
believe  that  they  are  victims,  not  aggressors.  Why  aren't 
you  broadcasting  the  truth  to  us  as  you  do  elsewhere?" 

The  cost  of  RFE's  proposed  broadcasts  to  the  former 
Yugoslavia?  Under  $2  million. 

At  the  same  time  the  Clinton  Administration  refuses  to 
give  the  go-ahead,  it  is  giving  serious  consideration  to 
putting  thousands  of  American  troops  in  harm's  way  in 
that  region.  The  virtues  of  radio  broadcasting  become 
even  more  compelling:  cheap,  effective  and  nonviolent. 
We  ought  to  be  strengthening  our  home  service  radio 


/er  70%.  That's  why  when  a  VOA  announcer  uses  the    broadcasting  to  the  world.  There  will  be  Bosnias  elsewhere. 
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HERE  WE  GO  AGAIN 


Those  who  still  think  government  can  efficiently  man- 
age America's  health  care  system  should  take  a  look  at  the 
latest  episode  in  Washington's  continuing  saga  of  trying 
to  control  expenses. 

In  the  early  1980s  reimbursement  fees  for  hundreds  of 
medical  procedures  were  arbitrarily  fixed:  These  price 
controls  simply  forced  hospitals  to  shift  costs  to  non- 
Medicaid  patients.  But  hospitals  that  treat  a  disproportion- 
ate number  of  people  dependent  on  federal  programs 
found  themselves  in  serious  financial  straits:  They  didn't 
have  a  sufficient  number  of  private  patients  who  could  be 
charged  extra  fees  to  make  up  for  the  government's 
reimbursement  shortfalls.  Finally  recognizing  that  it  was 
destroying  those  very  institutions  that  were  treating  our 


neediest  citizens,  the  government  enacted  another  pn 
gram  to  give  these  hospitals  extra  money  to  make  up  for  tl 
shortchanging  they  suffered  from  Medicaid.  But  the  Fed 
formula  has  turned  out  to  be  overly  generous.  Hospitz 
are  receiving  unexpected  windfalls,  a  medical  version 
rags  to  riches.  Once  hard-pressed  but  now  flush  Wishai 
Memorial  Hospital  in  Indianapolis  received  $33  millk 
under  this  program.  Teaching  hospitals  in  Boston  have  h< 
a  similar  experience.  After  spending  money  on  eve 
conceivable  project  on  their  wish  lists,  these  hospita 
according  to  the  Boston  Globe,  still  have  $  1  billion  left  ovc 
Despite  Washington's  failures  with  medical  costs,  Mi 
Clinton's  committees  merrily  toil  away  devising  schem 
that  will  increase  government's  role  in  U.S.  health  cart 


VIOLENT  CRIME 

committed  by  juveniles  is  rising.  The  situation  will  get    order.  Young  people  should  be  tried  as  adults  if  charge 


worse  as  the  number  of  10-to-  17-year-olds  increases 
significantly  during  the  1990s. 

States  must  radically  overhaul  their 
juvenile  justice  systems.  The  old  notion 
that  kiddie  crime  is  an  aberration  that 
should  be  dealt  with  differently  from 
adult  crime  is  no  longer  tenable.  A 
growing  number  of  young  people 
know  that  the  current  setup  will  treat 
their  transgressions  lightly,  almost  no 
matter  how  heinous  the  crime. 

A  few  quick,  sensible  changes  are  in 


with  violent  crimes;  currently  only  5%  are.  If  found  guilt 
juveniles  should  be  given  adult  se: 
tences.  In  too  many  states,  even  youn 
wanton  killers  are  automatically  r 
leased  upon  reaching  ages  ranging  fro 
18  to  25.  Their  criminal  records  shou 
not  be  sealed  but  should  be  available 
the  public  as  long  as  they  are  alive. 

It  is  a  sad  commentary  that  so  mai 
kids  know  how  to  abuse  a  system  mea 
to  help  them,  a  system  that  no  long 
teaches  them  that  crime  doesn't  pay. 


from  capricious,  arbitrary  acts  of  our  ever  growing  gov- 
ernment. A  respected  University  of  Massachusetts  history 
professor  discovered  this  the  hard  way. 

Three  years  ago  a  fellow  professor  accused  Stephen  Oates 
of  plagiarism  in  a  biography  Oates  wrote  on 
Abraham  Lincoln.  Oates'  accuser  never  came 
up  with  convincing  evidence,  and  Oates  was 
supported  by  leading  Lincoln  authorities. 

When  the  American  Historical  Association 
wouldn't  brand  Oates  a  plagiarist,  his  enemies 
got  a  couple  of  government  scientists  em- 
ployed by  the  National  Institutes  of  Health 
into  the  act.  These  two  men  had  concocted  a 
computer  program  that  could  purportedly 
sniff  out  plagiarism.  On  taxpayers'  time  and 


NO  ONE  IS  SAFE 

money,  they  went  to  work  on  Oates'  writings  even  thouj 
Oates  had  received  no  funding  from  NIH.  This  was 
outrage.  They  sent  a  1,400-page  report  to  the  Americ; 
Historical  Association,  supposedly  documenting  nume 
ous  instances  of  plagiarism  by  Oates.  Thouj 
|  their  "proof"  was  laughable,  their  "fin 
|  ings"  received  national  publicity. 
I     Fortunately,  Oates  is  a  fighter.  His  cor 
plaints  led  to  the  two  scientists'  beii 
yanked  from  their  plagiarism  computer  ai 
reassigned  elsewhere.  But  Oates'  reputatk 
had  been  damaged. 

Government,  unfortunately,  is  gettii 
more  and  more  involved  in  more  and  mo 
facets  of  our  daily  lives. 


Persecuted  professor. 

RESTAURANTS— GO,  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 

and  furnished  with  flea  market  antiques;  can  be  recor 
mended  to  anyone  looking  for  a  quiet  and  romantic  sp 
south  of  Fourteenth  Street.  Lamb  chops,  alas,  nond 
script.  Desserts,  exquisite. 

Moreno— 65  Irving  Place  (Tel:  673-3939).  t 
though  attractively  presented,  the  food  just  doesn't  ma 
it.  The  special  prosciutto  and  melon,  disappointing.  T 
ham,  tough,  frayed  and  dry. 

•  Petaluma— 1356  First  Ave.,  at  73rd  St.  (Tel:  77 
8800).  Casual  Italian  bistro.  Service,  crisp;  food,  goC 
Baked  goat  cheese  salad,  highly  recommended 


•  One  Fifth  Avenue— 1  Fifth  Ave.  (Tel:  529-1515). 
A  largely  fish  menu  is  more  lively  than  the  re"deco"rated 
decor.  Nantucket  Bay  scallops,  zesty.  Fried  squid  with 
tartar  sauce,  first-class.  Desserts  are  architecturally  imagi- 
native and  superior  tasting,  especially  the  chocolate  cube 
filled  with  frozen  espresso  mousse. 

Capsouto  Freres — 451  Washington  St.  (Tel:  966- 
4900).  Try  the  caramel  profiteroles  with  chocolate  sauce. 
Otherwise,  a  disappointment. 

•  Village  Atelier—  1-36  Hudson  St.  (Tel:  989-1363). 
Small,  flatteringly  lit  restaurant  filled  with  fresh  flowers 
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A  R  WELSH 


won't   hesitate   to   tell  you 

skil   -  J 


T  HAT    NUCLEAR  ENERGY 


HCELPS   KEEP  HIS  TOWN 


clean. 


r 


jscar  Welsh  is  mayor  of  a 
ilall  Pennsylvania  town  not 
■w  from  Bald  Eagle  Moun- 
in.  He  lives  eight  miles 
U    z>m  a  nuclear  plant  that 
irted  generating  electric- 


d:7 


r  about  10  years  ago. 

Mayor  Welsh  is  a  man 
10  prefers  to  arrive  at  his 


own  conclusions.  "I  don't 
see  any  reason  to  be  afraid 
of  nuclear  energy,"  he  says. 
"It's  a  clean,  efficient  way 
to  generate  electricity 
without  polluting  the  air." 

America  has  more 
than  100  nuclear  plants.  Be- 
cause they  don't  burn  any- 


thing to  make  electricity, 
they  help  protect  our  envi- 
ronment and  preserve  our 
natural  resources  for  future 
generations.  All  while  pro- 
viding enough  electricity  for 
65  million  homes  in  the  U.S. 

No    single  energy 
source  is  the  whole  answer 


to  America's  energy  needs. 
But,  as  Oscar  Welsh  will 
tell  you,  nuclear  energy  is 
part  of  the  answer. 

For  more  information, 
write  to  the  U.S.  Council 
for  Energy  Awareness,  RO. 
Box  66080,  Dept.  W  Wash- 
ington, D.C.  20035. 
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NUCLEAR     ENERGY     MEANS     CLEANER  AIR 


yourself  behind  the  le 
the  answer's  clear.  Esi 
wndent suspension  ai 
ard  anti-lock  brakes,  ti 
)le  leather  seating  are 
wd you're  talking  at  I& 
He's  been  named  a  Cm 
scondyearinarow.lf 
witement,  visityourPi 
-762-4900 for  more  ini 
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CARES. . .  with  an  extensive  3-yearl36, 000-mile, 
tibie  Limited  Warranty,  24-hour  Roadside  Assistance 

tesy  Transportation.  See  your  dealer  for  details. 
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Other  Comments 


There's  No  Such  Thing 

President  Clinton's  ethics  policy  for 
White  House  staffers  has  Washington 
establishments  scrambling  to  find 
ways  around  the  $20  maximum  value 
of  a  meal  for  which  White  House 
employees  can  allow  an  outsider  to 
pick  up  the  tab.  Tiberio,  a  downtown 
restaurant,  is  advertising  an  "ethical 
lunch  special" — including  entree, 
glass  of  wine,  tax  and  tip  for  an  all- 
inclusive  (and  totally  ethical)  $19.99. 
-Kathy  O'Malley  and 
Dorothy  Collin,  Chicago  Tribune 

Common  Sense 

The  [arms]  embargo  and  Slobodan 
Milosevic's  televised  propaganda 
conspire  to  make  the  Serb  population 
feel  isolated  from  the  world  commu- 
nity. The  U.S.  could  counter  this  at 
minuscule  cost  with  telecommunica- 
tions. Let  Radio  Free  Europe  broad- 
cast to  the  ex-Yugoslavia. 

Only  Yugoslavia  was  denied  access 
during  the  Cold  War  to  the  freedom 
radios — RFE  and  Radio  Liberty. 
Think  it  wouldn't  matter?  Ask  Po- 
land's Lech  Walesa:  "Perhaps  if  Ra- 
dio Free  Europe  had  broadcast  all 
these  years  to  Yugoslavia,  we  would 
not  have  bloodshed  there  today." 

RFE  wants  to  start  broadcasts  in 
Serbo-Croatian  but  hasn't  been  able 


to  get  the  go-ahead  from  the  Bush 
or  Clinton  Administrations,  even 
though  the  drop-in-the-bucket,  $1.5 
million  startup  cost  would  come 
from  RFE's  existing  budget. 

We  are  stuck  at  the  dawn  of  a  post- 
Cold  War  foreign  policy.  Missiles  still 
matter,  but  transistors  are  cheaper. 
-  Wall  Street  Journal  editorial 

This  was  the  fastest  honeymoon 
since  Ernest  Borgnine  married 
Ethel  Merman.  It's  over. 

-Jerry  Della  Femina,  advertising 
executive,  comparing  Clinton's 
support  among  business  leaders 
to  a  Hollywood  romance  that 
lasted  12  days,  New  Tork  Times 

Stop  Treading  Lightly 

Youth  arrests  for  violent  crimes  in- 
creased 27%  during  the  decade  ending 
in  1990,  the  FBI  reports.  Juvenile  ar- 
rests for  murder  soared  nearly  50% 
between  1988  and  1990,  according  to 
the  National  Center  for  Juvenile  Jus- 
tice. Robbery  arrests  climbed  35%.  Ag- 
gravated assault  arrests  rose  30%. 

The  young  and  the  lawless  thumb 
their  noses  at  the  juvenile  justice  sys- 
tem. They  recognize  that  because  they 
are  underage,  they  will  be  treated  with 


kid  gloves.  They  know  that  no  matter 
how  heinous  their  crime- — even  burn- 
ing someone  alive — there  is  little  pros- 
pect that  they  will  face  sentences  com- 
mensurate to  their  crimes. 

The  juvenile  justice  system  must  be 
reformed.  Violent  youth  must  no> 
longer  be  protected  by  age.  If  the)' 
commit  adult  crimes — rape,  armed 
robbery,  aggravated  assault,  murder — 
they  should  be  tried,  convicted  and 
sentenced  as  adults. 
-Joseph  Perkins,  Washington  Times 

Good  PR  Move 

It  is  seldom  productive  to  write  off  an 
important  reporter  or  commentator 
just  because  he  or  she  is  a  retarded 
adolescent. 
-Jody  Powell, 
The  Other  Side  of  the  Story 

Patience  Might  Have  Paid 

It  seems  clear  what  happened  irj 
Waco,  Texas.  The  Branch  Davidianj 
were  cultists,  a  loaded  term  that  de- 
prives people  of  their  humanity 
Moreover,  they  were  professed  to  b« 
religious  and  had  guns,  and  that': 
enough  to  deprive  them  of  the  protec 
tion  of  the  liberal  media. 

The  standoff  quickly  became  an  em 
barrassing  nuisance  for  the  Clintoi 
Administration.  It  dominated  tht 
news;  it  used  up  the  attention  and 
energy  of  Clinton's  sole  Justice  De 
partment  official  in  place.  The  govern 
ment  got  impatient.  And  so  a  plan  wa 
hatched  that  anyone  should  hav 
known  would  lead  to  disaster. 

What  happened  in  Waco  was  no 
calculated  murder,  but  it  was  man 
slaughter  akin  to  a  drunken  driver  run 
ning  down  a  child. 
-Paul  Craig  Roberts, 
Star  Tribune  (Minneapolis) 

That5 s  Obvious 

An  attorney  friend  asked  if  I  taic 
why  New  Jersey  had  more  toxi 
waste  dumps  while  California  ha 
more  lawyers. 

New  Jersey  got  first  choice. 
-"Jab's  Gab," 
Benton  County  (Mo.)  Enterprise  ■ 
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FORT  IS  IS  HERE  TO  PROTEC 

:ty- :  

" 


In  a  rapidly  changing  world,  you  and  the  people  you  love  need  solid  financial  answers. 
That's  the  strength  ofFortis  —  a  worldwide  financial  services  company  $46  billion  strong. 
Built  on  a  foundation  of  solid  answers  for  oper  165  years,  Fortis  stands  for  powerful  choices 
when  you  need  health  insurance  with  today  and  tomorrow  in  mind.  Life  insurance  that 


I 
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VERYONE  IN  YOUR  CASTLE. 


can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the  employer. 
Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And  annuities  to 
help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle.  From 
Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 

(forth 


SOLID  ANSWERS  FOR  A  CHANGING  WORLD 


For  more  information,  call  your  independent  agent, 
broker  or  financial  consultant,  or  call  1-800-377-7282. 
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going 
to  make  sure 
trie  trees 

will  be  kere 
tomorrow?" 

"Not  an  easy  question. 
But  that's  what  my  son 
asked  the  other  Jay. 
He's  thinking  ahout  it. 

Just  like  everyhody. 
He  wants  to  know  if  the 
trees  wi  11  still  he 
around  when  he  grows 
up.  Well,  working  (or 
Georgia-Pacific  like  I  do, 
I  can  tell  him  we're 
doing  our  part.  Planting 
new  trees  by  trie 
millions.  Setting  aside 
land.  Making  sure 
the  forests  will  always  he 
here.  For  everyhody. 
Of  course,  I  can't  speak 
for  other  companies 
out  there.  But  I 
know  we  re  doing 
what's  right.' 

Steve  Delfs 
Forester 
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Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


■At 


BOSNIA-TO  INTERVENE  OR  NOT 


Vs  America  again  goes  through  the  throes  of  deciding  if 
and  when  to  use  its  combat  forces  overseas,  a  historical 
prspective  and  some  clear  guidelines  can  help  us  decide 
vhether  we  should  "do  something"  in  the  vicious  war  in 
he  Balkans,  in  what  used  to  be  Yugoslavia. 

The  guidelines  I  suggest  are  those  I  set  out  in  a 
peech  to  the  National  Press  Club  on  Nov.  28,  1984.  I 
Started  with  the  immovable  conviction  that  never  again 
hould  we  use  our  troops  in  any  conflict  we  do  not 
attend  to  win.  That  lesson,  learned  from  cardinal  mis- 
ikes  made  in  Vietnam,  seems  as  clear  to  me  now  as  it 
id  then.  Asking  American  forces  to  risk  their  lives  in 
ombat  is  the  most  awesome  decision  that  anyone  can 
lake — but  asking  them  to  risk  their  lives  in  a  war  we 
ad  no  intention  of  winning  is  a  crime  without  parallel. 
Here  then  are  those  six  guidelines: 

■  First:  The  United  States  should  not  commit 
forces  to  combat  overseas  unless  the  particular  engage- 
ment or  occasion  is  deemed  vital  to  our  national 
interest  or  the  interests  of  our  allies. 

■  Second:  If  we  decide  it  is  necessary  to  put  combat 
troops  into  a  given  situation,  we  should  do  so  whole- 
heartedly, with  the  clear  intention  of  w  inning.  If  we 
are  unwilling  to  commit  the  forces  or  resources  neces 
sary  to  achieve  our  objectives,  then  we  should  not 
commit  them  at  all. 

■  Third:  If  we  do  decide  to  commit  forces,  we 
should  have  clearly  defined  political  and  military  objec- 
tives, and  we  should  know  precisely  how  our  forces  can 
accomplish  those  objectives.  We  must  send  forces 
capable  of  doing  the  job — and  not  assign  a  combat 
mission  to  a  force  configured  for  peacekeeping. 

■  Fourth:  The  relationship  between  our  objectives 
and  the  forces  we  have  committed — their  size,  compo- 
sition and  disposition — must  be  continually  reassessed 
and  adjusted  if  necessary.  We  must  continuously  keep 
as  a  beacon  before  us  the  basic  questions:  "Is  this 
conflict  in  the  national  interest?"  "Does  the  national 
interest  require  us  to  fight,  to  use  force  of  arms?"  If  the 
answers  are  yes,  then  we  must  win;  if  the  answers  arc- 
no,  then  we  should  not  be  in  combat. 

■  Fifth:  Before  the  U.S.  commits  combat  forces 
abroad,  there  must  be  some  reasonable  assurance  of 
having  the  support  of  the  American  people  and  their 
elected  representatives  in  Congress.  This  support  can- 


not be  gained  unless  we  are  candid  in  making  clear  the 
threats  we  face,  and  it  cannot  be  sustained  without 
continuing  and  close  consultation.  We  cannot  tight  a 
battle  with  Congress  at  home  while  asking  our  troops 
to  win  a  war  overseas. 

■  Finally:  The  commitment  of  U.S.  forces  to  com- 
bat should  be  a  last  resort. 

So  we  must  have  objectives  that  arc  clearly  defined, 
understood  and  supported  by  the  widest  possible 
number  of  our  citizens.  Those  objectives  must  be  vital 
to  our  survival  as  a  free  nation  and  to  the  fulfillment  of 
our  responsibilities  as  a  world  power.  We  must  also  be 
farsighted  enough  to  sense  when  immediate  and 
strong  reactions  to  apparently  small  events  can  prevent 
the  necessity  of  lionlike  responses  later.  We  must  never 
forget  those  isolationists  in  Europe  who  shrugged  that 
"Danzig  is  not  worth  a  war,'"  and  "Why  should  we 
fight  to  keep  the  Rhineland  demilitarized?" 

The  most  valuable  historical  perspective  I  have  read  is  a 
masterly  essay  by  Karen  Elliott  House  in  the  Wall  Street 
Journal,  May  4,  1993.  She  observes  the  strange  collection 
of  presidential  adv  isers  et  al.  calling  for  vaguely  defined 
interventions  in  Bosnia.  She  notes  that  most  of  those  who 
were  opposed  to  our  entering  the  Gulf  war  are  the  same 
"bright  intellects  experimenting  with  grand  initiatives  to 
'save'  our  health  care  system,  'save1  American  industry 
and  'sav  e1  Bosnia,  when  so  very  few  of  them  have  ever 
cured  a  patient,  met  a  payroll  or  worn  a  military  uniform. " 

She  believes  that  a  far  better  argument  for  using  our 
military  in  Bosnia  is  that  "America  is  and  must  remain  the 
world's  primary  political  and  military  power,"  that  it  must 
"shape  the  future  of  those  parts  of  the  world  currently  in 
chaos  as  a  consequence  of  our  remarkable  victory  over 
communism.  .  .  .  America  didn't  defend  Europe  from 
communism  for  nearly  50  years  to  abandon  it  to  chaos."  So 
America  must  continue  to  "preserve  its  interest  in  global 
peace  and  prosperity.  In  short,  the  only  credible  argument 
for  intervention  in  this  new  crisis  is  [  the  |  oldest  one." 

She  fears  that  what  we  "are  going  to  be  sold11  by 
the  Clinton  Administration  "is  a  supposedly  painless 
experiment  in  supposedly  limited  military  action  for 
nebulous  goals  against  an  enemy  that  has  largely 
achieved  its  aims  already.  Down  this  road  lies  another 
Lebanon — the  one  military  intervention  of  the  1980s 
that  ended  in  failure.1''  WM 
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Learning  tool  or  loaded 
weapon? 

By  the  time  the  average 
American  child  reaches  the 
age  of  five,  he  or  she  will 
have  spent  at  least  4,000 
hours  in  front  of  the  TV. 
Absorbing  the  good,  the 
bad  and  the  frightening. 

At  Public  Television,  we 
have  long  been  sensitive 
to  the  power  and  influence 
of  our  medium. 

Which  is  why  we  believe 
that  education  and  enter- 
tainment should  never  be 
mutually  exclusive. 

It's  why  programs  such 
as  Lamb  Chop's  Play-Along 
and  Shining  Time  Station 
nurture  young  viewers  with 
laughter,  enchantment  and 
a  sense  of  belonging. 

It's  why,  in  the  popular 
series  Barney  &  Friends,  a 
lovable,  6-foot-tall  purple 


dinosaur  inspires  his  fans 
to  express  their  creativity 
and  imagination. 

It's  why,  for  more  than 
25  years,  Mister  Rogers  has 
been  "a  bright  light  in  child- 
hood's sky."  One  who  has 
bolstered  the  self-esteem 
of  preschoolers  by  offering 
them  a  safe  haven  to  voice 
their  truest  feelings,  fears 
and  curiosities. 

And  it's  why  Sesame 
Street  has  moved  beyond 
the  home  into  the  daycare 
center.  Where  teachers  and 
workers  are  given  the  train- 
ing and  materials  they  need 
to  better  prepare  kids. 

For  kindergarten.  Grade 
school.  And,  of  course,  the 
university  of  life. 

PUBLIC  TELEVISION 
Keep  us  in  mind. 


When  it  comes  to  reliable  service  to  Europe, 
you  could  say  we've  got  it  covered. 
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A  passion  for  perfection.' 


At  Lufthansa,  we're  glad  that  you're  seeing  so 
many  spots  before  your  eyes.  Because  we  now 
serve  over  100  European  destinations.  Many  of 
which  we  fly  to  several  times  a  day.  And  have 
been  flying  to  for  a  long  time.  We  even  have 
offices  in  35  cities  we  don't  fly  to.  So  no  matter 
where  you  want  to  go  in  Europe,  you  can  count 
on  Lufthansa's  quality  service  to  get  you  there. 
And  you  can  count  on  our  passion  for  perfection 
to  get  you  there  in  style.  For  more  information  or 
reservations  just  call  Lufthansa  at 
1-800-645-3880,  or  see  your  Travel  Agent. 

Lufthansa 


Schedule  subiecl  lo  change  without  notice 
Lufthansa  is  a  participant  in  the  mileage 
programs  ol  United.  Delta  and  USAir 


EDITED  DY  HOWARD  DANKS 


The  only  banking  crisi 

Official  Washington  refuses  to  accept  that 
there  is  no  potential  banking  crisis  looming  over 
the  economy.  For  example,  the  Federal  De- 
posit Insurance  Corp.  continues  to  estimate  that 
it  will  have  a  $12  billion  cash  outflow  in  this 
fiscal  year  (ending  this  September)  to  cover 
losses  at  failed  banks.  And  the  Office  of  Man- 
agement &  Budget  projects  a  sizable  FDIC  deficit 
for  this  year  and  next  in  the  budget. 

It  was  the  gloom  over  banking  that  led  Ross 
Perot  to  make  by  far  his  most  foolish  economic 
projection:  In  the  runup  to  last  year's  presi- 
dential election,  Perot  warned  darkly  of  a  "De- 
cember surprise" — he  claimed  that  there  was  a 
conspiracy  of  silence  covering  up  a  massive  fail- 


is  made  in  Washington 

ure  of  100  or  more  American  banks.  Decem- 
ber came  and  went,  without  dark  surprises. 

The  fact  is,  U.S.  banks  are  mostly  pretty 
healthy  right  now.  National  bank  profits,  over 
$17  billion  in  1992,  hit  an  alltime  high  and 
were  27%  higher  than  the  previous  peak  in  1988. 
The  equity-capital-to-assets  ratio  for  the  na- 
tional banking  system  improved  almost  a  full 
point,  to  7.23%,  according  to  the  Comptroller 
of  the  Currency,  and  could  reach  8%  by  year- 
end.  Loan  loss  reserves  in  1992  were  up  by  a 
third  on  the  previous  year. 

Bank  failures  in  1992  actually  cost  the  FDIC 
just  $4  billion  or  so  and  are  expected  to  cost  no 
more  than  $3  billion  this  year. 


Damned  if  they  do,  damned 

SO  WHY  DOES  OFFICIALDOM  HOLD  to  its 

gloomy  view?  There  seem  to  be  two  primary 
reasons. 

One  is  that  in  the  early  1980s,  Washington 
as  a  whole  missed  the  impending  savings  and 
loan  crisis.  Bureaucrats  are  not  about  to  be 
caught  a  second  time,  even  if  there  is  no  actual 
problem.  That's  why  last  year  the  GAO  correct- 
ly anticipated  some  bank  failures  that  hap- 
pened— and  several  more  that  didn't  happen. 

The  other  reason  seems  to  be  that  maintain- 
ing a  crisis  atmosphere  keeps  bureaucrats  in 
business  and  keeps  the  banks — regarded  as 
overly  profitable  whiners  on  Capitol  Hill — on 
the  defensive.  "These  days  in  Washington  the 
banks  are  damned  if  they  do,  damned  if  they 
don't,"  says  banking  consultant  Bert  Ely. 

The  oddest  outcome  of  all  this  concerns  the 


if  they  don't 

Bank  Insurance  Fund.  Under  the  so-called  FDIC 
Improvement  Act  (passed  in  late  1991  to 
tighten  regulation  on  the  banks  and  "save" 
them,  at  a  time  when  bank  finances  were  actu- 
ally improving),  the  fund  must  be  recapitalized 
so  that  by  2006  it  has  reserves  equal  to  1 .25% 
of  insured  deposits.  Premiums,  now  risk-based, 
run  from  23  to  31  basis  points  of  banks'  de- 
posits, up  from  a  flat  12  basis  points  in  1990. 

Some  GAO  staffers  are  pushing  the  negative 
view  that  premiums  should  be  increased  to  35  to 
40  basis  points  in  order  to  reach  the  required 
level  of  funding  by  2006.  But  now  listen  to 
Stanley  Silverberg,  the  respected  former  direc- 
tor of  research  at  FDIC.  "On  present  trends,  the 
fund  will  hit  its  capital  requirement  by  1997," 
he  says.  "Thereafter  premiums  should  fall  to  no 
more  than  10  basis  points." 


Is  the  banks'*  caution  inhibiting  growth? 


There  is  a  darker  side  to  the  banks'  healthy 
situation.  It  results  from  two  main  factors:  Their 
cost  of  borrowing  is  way,  way  down,  and  they 
are  not  lending  much  to  business. 

Costs  are  down  for  more  reasons  than  the 
fall  in  market  rates.  Competition  for  deposits  is 
also  down,  thanks  to  many  fewer  savings  and 
loans  and  the  elimination  of  weaker  banks.  (The 
number  of  nationally  chartered  banks  de- 
clined by  over  1,000  in  1992,  to  fewer  than 
3,600.)  Consolidation  has  also  allowed  the 
banks  to  cut  costs. 

But  the  banks  are  not  using  this  advantage 
to  add  loans  to  their  books.  Business  loans, 
measured  as  a  percentage  of  gross  domestic 
product,  are  lower  in  this  economic  recovery 
than  in  any  of  the  last  five  recoveries,  points 
out  Ely,  and  business  loans  continued  to  decline 
sharply  through  the  first  quarter  of  this  year. 


In  fact,  lending  to  U.S.  businesses  by  U.S.  banks 
declined  by  $68  billion,  or  nearly  14%,  in  the 
two  years  to  this  March. 

The  only  good  news  is  that  foreign  banks 
based  in  the  U.S.  increased  their  loans  to  U.S. 
businesses  by  $18  billion,  or  14%  in  the  same 
period. 

It  seems  likely  that  this  reluctance  to  lend  by 
U.S.  banks  may  be  a  reason  this  recovery  is  so 
sluggish.  Chairman  of  the  Federal  Reserve 
System  Alan  Greenspan  recently  cautioned  that 
the  bankers'  emphasis  on  what  he  called  risk 
avoidance  was  hurting  the  economy.  He  called 
on  Congress  to  ease  up  on  its  micromanage- 
ment  of  the  banks.  Unfortunately,  it  seems  un- 
likely to  happen.  The  budget  now  working  its 
way  through  Capitol  Hill  includes  money  for 
even  tighter  regulatory  control  of  banking, 
not  less.  Mi 
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BY  ROBERT  ROSENSTEIN 


Current  237.6* 
Previous          236. 9t 
Percent  change  0.3% 

The  Forbes  Index  (1967=100) 
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Seasonally  adjusted  consumer  and  producer  prices  rose  at 
annual  rates  of  5.1%  and  6.9%,  respectively,  in  April.  These 
results  were  higher  than  most  estimates,  and  they  set  off 
bond  buyers'  fears  about  a  resurgence  of  inflation.  But 
Roger  Brinner,  chief  economist  at  DRJ /McGraw-Hill, 
downplays  the  weather-related  April  data.  So  long  as  labor 
costs  remain  stable,  inflation  will  not  be  much  of  a 
problem,  he  says.  But  he  adds  one  caveat:  An  expansion  of 
government -financed  or  government- mandated  health 
care  could  spark  a  significant  round  of  inflation. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1992' 

Ward's  Automotive 

5.5% 

Index  of  leading  indicators  Mar  vs  Feb 

Dept  of  Commerce 

-1.0% 

Trade  balance  12  months  ended  Feb  1993 

Dept  of  Commerce 

-$88  bil 

All-commodity  producer  price  index  Apr  vs  Mar1 

Dept  of  Labor 

0.4% 

GDP  1st  quarter  vs  4th— annualized  growth 

Dept  of  Commerce 

1.8% 

M2  (3-month  change) — annualized  growth3 

Federal  Reserve 

-2.2% 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  5/10/93. 2Wholesa!e  goods. 3  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Services    •  Total  index 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


Inventories    •   New  orders 
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Manufacturers'  new  orders  and  inventories 

(Sbillions),  seasonally  adjusted  (Dept  of  Commerce) 


111 


Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 


475 


425 


375 


325 


Hew  unemployment  claims  ave.age  for  month 

(thousands^,  seasonally  adjusted  (Dept  of  Labor) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


172 


Retail  sales  ($billions), 

seasonally  adjusted  (Dept  of  Commerce) 


Personal  income  ($bilhons)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


755 


745 
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Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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Some  People  Might  Be  In  IHe  Dark  About 
What  US.  Bank  Offers  IHe  Most  Complete  Range 
Of  Processing  And  Operating  Service 


We'll  Shed  A  Little  Light  On  IHe  Matter. 


The  Bank  of  New  York  offers  a 
ore  complete  range  of  processing 
id  operating  services  than  any 
her  bank.  Thanks  to  our  proven 
)mmitment  to  these  businesses 
id  vast  technological  resources, 
ere's  virtually  no  need  we  can't 
Ifill. 

The  fact  is,  we  are  the  world's 
Depositary  Receipt  bank, 
Iministering  over  one  half  of  the 
Drld's  sponsored  ADR  and  GDR 
Dgrams. 
We're  also  the  world's  #1 
vernment  Securities  Clearing 


nk.  As  such,  we  clear  over  $400 

lion  each  day— that's  more  than 

)%  of  all  clearing. 

What's  more.  The  Bank  of  New 
rk  is  a  world  leader  in  Custody 

fekeepmg  more  than  $1  trillion 

assets.  We  are  also  a  leader 

Securities  Lending,  offer 


range  of  securities  lending  services. 

We  are  also  Corporate  Trustee 
for  over  half  of  the  nation's  50 
largest  companies.  As  Stock  Transfer 
agent,  we  serve  over  6  million 
shareholders  around  the  world. 

Furthermore,  The  Bank  of  New 
York  is  one  of  America's  top  Cash 
Management  banks.  We  process 
over  $150  billion  in  funds 
transfer  transactions  around 
the  world  every  day,  ser- 
vice customers  in 
more  than  70  coun- 
tries and  have 
active 


relationships  with  over  2,000  corre- 
spondent banks  worldwide. 

For  more  information,  please 
call  Joseph  Velli  at  (212)  815-2009 
regarding  our  Securities  Processing 
services  or  Donald  Monks  at 
(212)  815-3900  regarding  our 
Corporate  Cash  Management 
services. 
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David  Stern  has  done  a  brilliant  job  reviving  the  once  moribund  National 
Basketball  Association.  But  success  creates  its  own  problems. 

How  high  can 
David  Stern  jump? 

By  Elizabeth  Comte  with  Subrata  N.  Chakravarty 


Among  the  great  turnarounds,  this 
one  is  hard  to  beat.  In  1980, 18  of  the 
National  Basketball  Association's  23 
teams  were  losing  money;  4  were 
close  to  going  out  of  business.  In  a 
sneak  preview  of  what  would  befall 
Major  League  Baseball,  the  basketball 
players1  salaries  were  climbing  much 
faster  than  team  revenues.  Turned  off 
by  high  salaries  and  widespread  drug 
use,  basketball  fans  barely  filled  half 
the  seats  in  the  arenas.  Television 
wasn't  interested.  Not  even  the 
league  championship  was  broadcast 
live  over  network  television. 

Aid  now?  Since  1983,  NBA  league 
revenues  increased  from  $140  million 
to  $1.1  billion  last  year.  Prices  for 
teams  have  exploded.  In  1988  the 
league  sold  four  new  NBA  franchises 
for  $32.5  million  each.  Two  seasons 
later  one  of  the  new  teams,  the  Orlan- 
do Magic,  was  sold  for  $85  million. 
The  next  expansion  franchise,  sched- 
uled for  the  1995-96  season,  is  ex- 
pected to  go  for  $100  million. 

The  artist  behind  this  turnaround  is 
a  5-foot- 10-inch  law  yer  named  David 
Stern.  Now  50,  Stern  was  the  NBA's 
general  counsel  from  1978  until 
1980.  In  1984  he  was  named  com- 
missioner and  given  a  mandate  to  save 
the  NBA  from  self-destruction.  By 
controlling  players'  salaries  and  clean- 
ing up  their  image — and  through  very 
shrewd  marketing — Stern  has  been 
able  to  increase  average  attendance 
from  about  10.000  per  game  to 
17,000  this  year.  As  fans  grew,  televi- 
sion broadcast  revenues  and  income 
from  licensed  merchandise  surged. 

But  Stern  can  hardly  rest  on  his 
laurels.  Thanks  largely  to  his  recent 
success,  he  now  faces  hurdles  that 
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threaten  his  work  of  the  past  decade. 

Stern's  toughest  and  most  immedi- 
ate problem  is  preventing  the  players' 
salaries  from  again  spiraling  ahead  of 
the  league's  revenues.  When  he  took 
the  commissioner's  job  in  1984,  sala- 
ries were  escalating  out  of  control.  To 
calm  club  owners'  fears  that  a  few  big, 
revenue-rich  cities  like  New  York  and 
Los  Angeles  would  be  able  to  grab  all 
the  best  players,  leaving  the  smaller 
cities  to  field  hopelessly  inferior 
teams,  Stern  pushed  through  a  salary 
cap,  a  maximum  amount  that  each 
club  could  pay  its  team.  The  current 
maximum:  $14  million. 

In  addition,  the  National  Basket- 
ball Players  Association  agreed  to  the 
toughest  antidrug  policy  in  sports,  to 
rid  the  NBA  of  its  coked-out  image. 

Why  would  basketball  players  agree 
to  a  drug  program  and  salary  caps? 
Stern  made  it  in  their  interest  to  agree. 
He  convinced  the  NBA  team  owners  to 


give  the  players  53%  of  the  league': 
revenues  from  tickets,  network,  loca 
and  cable  television,  radio  and  al 
international  television  that  is  broad 
cast  live.  The  players  would  also  shan 
a  small  royalty  payment  from  sales  o 
licensed  products — at  that  time  ; 
meaningless  amount. 

The  salary  caps,  revenue  sharing 
and  drug  cleanup  program  have  bene 
fited  everyone.  But  now  the  agree- 
ment is  in  danger  of  falling  apart.  Thi 
Collective  Bargaining  Agreemen 
with  the  players  was  last  signed  ii 
1988.  The  new  contract  negotiation 
begin  this  fall.  This  time  the  player 
w  ill  be  far  more  demanding  than  the 
have  been  in  the  past. 

Part  of  the  reason  for  this  is  that  on 
team,  Jerry  Reinsdorfs  Chicag< 
Bulls,  was  caught  understating  its  rev 
enues  to  the  Players  Associatior 
which  casts  suspicion  on  the  truthful 
ness  of  the  teams'  financial  reportin 


"Defined  gross 
revenue,"  subject 
to  the  NBA  s 
revenue  sharing 
agreement, 
excluded 
several  items 
because  of  their 
insignificance  at 
the  time.  Now  the 
players  want 
their  share  of  this 
growing  layer 
of  whipped 
cream  on  the  pie. 


How  the  pie  gets  sliced 

NBA's  1992  defined  gross  revenue  (in  millions  of  dollars) 


Estimates  of  revenue 
not  included  in  DGR 


$12.9 

Exhibition  games 
$13.2 

International  TV 

$25.3 
Local  radio 

$58.0 

Local  cable  TV 


Total  $725.5 


$100 
Expansion  fees1 


Merchandising  and 
licensing2 


Approximate  fee  for  next  expansion  te; 
BBsed  on'an  estimated  10%  of  royalty 


Source.-  National  Basketball  Players  Association 
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ty  fee. 
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nder  the  revenue-sharing  agree- 
ent.  "If  one  team  can  do  one  thing 
rith  regard  to  allocation  of  television 
ollars,  then  there  is  the  potential  for 
11  27  to  do  it,"  says  National  Basket- 
iall  Players  Association  chief  Charles 
irantham,  former  director  of  admis- 
ions  at  the  Wharton  School  of  Busi- 
ess  and  a  man  with  a  fine  eye  for 
idden  figures  in  a  financial  state - 
lent.  Since  then  all  27  teams  have 


compensated  the  players  in  a  $60 
million  group  settlement. 

Grantham  says  he  won't  agree  to 
any  type  of  revenue  sharing  in  the 
coming  negotiations  without  a  full- 
scale  audit  of  all  27  NBA  teams.  More- 
over, if  revenue  sharing  is  to  continue, 
he  wants  the  players  to  share  in  all 
sources  of  revenue,  including  income 
from  sky  boxes,  sponsorships  and  ex- 
pansion fees,  not  just  those  that  fall 


under  "defined  gross  re- 
venue" (dgr).  None  of 
these  revenue  streams 
currently  flows  into  the 
pool  from  which  reve- 
nues are  shared — dgr. 
And  Grantham  wants  a 
larger  percentage  of  li- 
censing and  merchan- 
dising revenues.  All 
those  additional  reve- 
nues currently  total  an 
estimated  $375  million 
(see  chart). 

"There  was  a  time 
when  the  salary  cap  in 
our  business  was  neces- 
sary and  it  helped  stabi- 
lize our  league," 
Grantham  says.  "Now 
the  business  has  ma- 
tured. The  revenue 
streams  have  increased 
and  the  marketing  of  the 
sport  is  different.  We  are 
all  now  in  a  position  to 
resume  as  a  business 
without  restrictions." 

Stern  concedes  that 
there  are  some  "inequi- 
ties" in  the  current  DGR. 
But  the  owners  are  ada- 
mant that  they  will  not 
give  up  the  salary  cap. 

"The  salary  cap  is  the 
envy  of  every  sports 
league,"  says  Orlando 
Magic  General  Manager 
Pat  Williams.  "It  is  one 
of  the  pillars  of  this 
league.  We  will  never  let 
it  go." 

Stern  faces  other  hur- 
dles. Last  year  Chicago 
Bulls  superstar  Michael 
lordan  announced  he 
would  no  longer  be  part 
of  the  NBA  licensing  pool 
with  regard  to  leisure 
wear  and  basketball 
shoes.  He  was  tired  of  allowing  the 
league  to  cash  in  on  his  likeness.  In 
doing  so,  Jordan  brought  attention  to 
the  inequities  involving  licensing  fees. 
As  a  result  of  his  defection,  the  NBA 
could  face  a  substantial  loss  of  revenues. 

On  yet  another  front,  three  of  the 
four  superstar  players  Stern  used  to 
rebuild  the  league — Kareem  Abdul 
Jabbar,  Magic  Johnson  and  Larry 
Bird  (the  fourth  is  Michael  Jordan) — 
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Is  hockey  the  next  basketball? 


Whkn  National  Hockey 
League  owners  began  look- 
ing for  a  new  commis- 
sioner last  fall,  they  wanted 
someone  who  could  do 
for  hockey  what  David 
Stern  did  for  basketball 
(see  story).  Their  pick:  40- 
year  old  Gary  Bettman, 
the  National  Basketball  As- 
sociation's general  conn 
sel  and  a  12-year  veteran  of 
the  league. 

"I'd  say  we're  about 
where  the  NBA  was  in 
1979,"  says  Bettman. 
"Today  they  [the  nba]  are 
in  the  maintenance  and 
building  mode.  We're  in 
the  crisis  and  problem- 
solving  mode." 

Bettman  has  his  work 
cut  out.  Several  teams  are  in 
financial  trouble  and  may 
have  to  move  to  other  cit- 
ies. The  NHL  is  the  only 
major  professional  sports 
league  without  a  network 
television  contract  for  reg- 
ular-season games. 

But  Bettman  has  al- 
ready scored  some  points  in 


his  turnaround  effort.  In 
his  first  100  days  as  NHL 
commissioner,  he  closed 
deals  on  the  sale  of  expan- 
sion teams  to  Walt  Disney 
Co.  and  Blockbuster  Enter- 
tainment's chairman, 
Wayne  Huizenga.  Price: 
$50  million  per  team. 

NHL  players  are  some- 
times better  known  for 
their  right  hooks  than  for 
scoring  goals.  To  make  the 
game  less  like  barroom 
brawling,  Bettman  is  en- 
forcing tough  penalties 
for  unnecessary  violence. 
The  Washington  Capi- 
tals' Dale  Hunter,  for 
example,  was  recently 
suspended  for  2 1  games. 

Because  NHL  teams  al- 
ready play  at  over  90%  ca- 
pacity, a  broader  base  of 
fans  will  have  to  come  pri- 
marily from  national  and 
international  television 
audiences.  Bettman  sees 
the  league's  new  contracts 
with  ABC  for  post-season 
play  and  lspn  for  regular- 
season  and  post-season 


NHL's  Gary  Bettman 
"Now  it's  our  turn." 


games  as  a  good  start  to- 
ward attracting  a  wider 
viewing  audience. 

There's  already  re- 
newed life  in  cross-market- 
ing and  product  promo- 
tion. For  example,  the  cur- 
rent NHL  playoffs  on  ABC 
are  promoted  in  Blockbust- 
er Video's  1,500  stores. 
And  Disney's  new  team, 
the  Mighty  Ducks  of  An- 
aheim, is  named  for  the 
company's  1992  hit  kids 
hockey  movie,  The  Mighty 
Ducks.  The  real -life  team 
will  take  the  ice  this  fall, 


about  the  same  time  as 
the  film's  sequel  reaches 
movie  theaters. 

Blockbuster's  Hui- 
zenga thinks  his  new  hock 
ey  team  will  be  a  great 
buy.  He  paid  $95  million 
for  his  Florida  Marlins  ex- 
pansion baseball  franchise, 
but  just  $50  million  for 
his  new  Florida  Panthers 
hockey  team.  "Hockey 
will  be  the  franchise  of  the 
1990s,"  says  Huizenga, 
who  predicts  that  by  the 
end  of  the  decade  hockey 
franchises  will  have  caught 
up  with  the  other  major 
sports  in  value.    -E.C.  I 


are  no  longer  playing.  These  four 
brought  millions  of  fans  to  the  game 
and  helped  sell  hundreds  of  millions 
of  dollars'  worth  of  the  league's  li- 
censed merchandise.  Stern  hopes 
young  players  such  as  Orlando's  Sha- 
quille  O'Neal  and  Charlotte's  Alonzo 
Mourning,  as  well  as  seasoned  players 
like  Patrick  Ewing,  can  carry  the  torch 
over  the  next  decade.  But  it  will  take 
time  to  develop  new  players  with  the 
marketing  pull  of  Jabbar,  Bird  and 
Johnson. 

Television?  Here,  too,  the  past  is 
bright  but  the  future  a  bit  murky. 

Of  the  four  major  professional 
sports — baseball,  football,  basketball 
and  hockey — the  NBA  was  the  only 
one  to  turn  a  profit  for  its  host  broad- 
caster, NBC.  Last  month  the  league 
signed  a  new  four-year  contract  with 
NBC  worth  $750  million,  25%  more 
than  its  previous  tour-year  agree- 
ment, making  the  Nl  \  the  only  major 


sport  that  is  expected  to  increase  its 
television  rights  fee.  Within  a  week  of 
the  NBC  announcement,  Major 
League  Baseball  proposed  a  contract 
with  NBC  and  ABC  worth  a  reported 
$144  million  a  year,  barely  half  its 
previous  $265  million  deal  with  CBS. 

But  thanks  again  to  Stern's  success, 
most  teams  already  play  before  capaci- 
ty crowds,  and  the  domestic  television 
audience  shows  signs  of  topping  out. 
So,  too,  do  prices  paid  for  teams.  In 
the  1980s,  when  there  was  still  plenty 
of  potential  ahead,  teams  typically 
sold  at  15  times  cash  flow.  Today  the 
cash  flow — and  prices — are  much 
larger,  but  the  potential  is  less  and  the 
multiple  has  dropped  to  10. 

David  Stern  is  a  shrewd  marketer;  to 
assume  he  cannot  keep  the  nba's  reve- 
nue growing  would  be  a  mistake.  Stern 
says  the  NBA  is  growing  in  popularity 
with  women — a  hitherto  little  tapped 
market — and  with  youngsters.  To  cap- 


ture more  of  the  latter,  the  NBA  ha: 
placed  a  show  on  MTV.  Another  ancil 
lary  deal:  home  videos  for  cbs/Fox 
"We  know  why  Time  met  Warner 
why  Matsushita  bought  MCA,  win 
Sony  bought  Columbia  Pictures,"  say: 
Stern.  "We  are  that  integrated  market 
ing  you  write  about,  and  we've  beer 
doing  it  for  ten  years." 

Overseas,  NBA  games  are  seen  ii 
118  countries;  foreign  sales  of  NB^i 
licensed  products  will  grow  103%,  t( 
an  estimated  $260  million,  this  year 
"There  are  250  million  potential  nb 
fans  in  the  U.S.,  and  there  are  5  billioi 
outside  the  U.S.,"  Stern  says.  "W< 
like  those  numbers." 

Still,  Stern  concedes  that  turninj 
around  the  league's  fortunes  was,  ii|tonS 
retrospect,  easier  than  keeping 
growing  will  likely  be.  "In  the  1980 
we  were  an  undervalued  asset,"  h 
says.  "Today  our  potential  is  vcr 
close  to  being  realized."  ■ 
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Caremark  International  has  two  strong  businesses,  but 
Lance  Piccolo  wants  to  add  a  third  leg  to  Caremark's  stool. 

Buying  doctors 


|By  Christopher  Palmeri 

In  his  24  years  at  hospital  supplies 
maker   Baxter   International,  C.A. 
(Lance)  Piccolo  spotted  two  big 
trends  and  greatly  enriched  Baxter  by 
jumping  on  them.  The  first,  identified 
in  the  late  Seventies,  was  the  trend  to 
outpatient  care  as  insurers  tried  to 
avoid  paying  for  unnecessary  stays  in 
xk- high-cost  hospitals.  Piccolo  pushed 
Baxter  into  delivering  intravenous 
rugs  and  nutrients  to  the  homes  of 
s-jbatients  who  didn't  need  to  be  hospi- 
:alized.  Baxter  reinforced  its  lead  with 
r   the  acquisition  of  Caremark,  Inc.  in 
rs  1987.  Today  the  business  Piccolo 
pioneered  accounts  for  the  largest 
tilt  '20%)  market  share  in  what  is  called 
i,  the  home-infusion  industry. 
ie     In  1986  Piccolo  sensed  the  poten- 
cy ial  for  mail-order  prescription  drugs, 
lght  Jnder  his  guidance,  Baxter  contract- 
x  ;d  with  big  employers  to  deliver  drugs 
.  I  :o  their  workers  at  discount  prices. 
Today  the  mail-order  drug  industry  is 
;till  growing  at  more  than  30%  a  year; 
\  hs  Piccolo's  business  is  number  two  in 
he  industry,  behind  Medco  Contain- 
ment Services. 

Last  November,  Baxter  spun  off 
he  home  care  and  mail-order  drug 
msinesses  to  its  shareholders  in  the 
orm  of  a  new  company,  Caremark 
nternational.  The  chairman — who 
lse? — Lance  Piccolo. 
Based  in  Northbrook,  111.,  Care- 
ifNE  nark  has  been  moving  into  stand- 
'•  :  'lone  physical  therapy  and  cancer 
^.treatment  centers.  But  Piccolo,  52,  is 
pis:  pending  most  of  his  energies  trying 
m  j  o  take  advantage  of  a  third  major 
rend  in  health  care.  He  believes  that 
he  future  lies  in  managed  competi- 
ion.  Health  care  has  already  begun  to 
onsolidate  into  large,  vertically  inte- 
rated  networks  in  which  insurance 
ompanies,  major  corporations,  the 
overnment  and  other  consumers  of 
ealth  care  services  negotiate  with 
Irge  suppliers  of  these  services  in  an 
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effort  to  cut  costs. 

As  Piccolo  sees  it,  the  big  money 
will  be  made  from  providing  doctors' 
services.  Home  infusion  represents 
less  than  2%  of  the  average  company's 
health  care  costs,  and  prescription 
drugs  maybe  14%.  But  doctors'  bills 
make  up  35%  or  more. 

Piccolo  says  he  wants  to  acquire 
physicians'  clinics  around  the  coun- 
try. In  lanuary  he  made  his  first  move: 
Caremark  acquired  the  Kelsey-Sey- 
bold  Clinic,  a  physicians'  group  in 
Houston.  Kelsey-Seybold's  170  doc- 
tors provide  everything  from  primary 
care  to  such  specialties  as  cardiology 
and  neurology.  Kelsey-Seybold  doc- 
tors receive  a  minimum  salary  plus  a 
performance-related  bonus.  The  clin- 
ic's profits  are  split  equally  between 
the  doctors  and  Caremark. 

Profit-sharing  with  the  doctors  will 
be  crucial  if  Caremark  is  to  make 
money.  Piccolo  expects  growing  use 
of  so-called  capitation  fees — fixed 
monthly  payments,  something  like 
$50  per  month,  that  cover  each  of  an 


Caremark's  Lance  Piccolo 
Not  waiting  on  Washington. 


employer's  workers  regardless  of  how 
much  treatment  is  needed.  Already 
some  60%  of  Kelsey-Seybold's  $100 
million  in  revenues  comes  from  fixed- 
price  capitation  contracts  with  insur- 
ers and  HMOs.  Hillary  Clinton's  re- 
forms will  likely  accentuate  this  shift. 

The  downside  for  health  care  pro- 
viders, of  course,  is  that  capitation 
reimbursement  systems  pass  most  of 
the  risk  to  the  suppliers.  If  the  fees  are 
too  low  to  cover  the  cost  of  the  care 
required,  the  provider  loses  money. 
Piccolo  hopes  to  avoid  this  pitfall  by 
giving  the  clinics'  doctors  incentives 
to  keep  costs  as  low  as  possible. 

At  the  Kelsey-Seybold  clinic,  this 
incentive  seems  to  encourage  cost- 
effective  treatment.  For  example,  the 
clinic's  obstetricians  perform  25% 
fewer  cesarean  sections  than  the  na- 
tional average.  Since  the  early  1980s, 
Kelsey-Seybold's  fees  have  risen  by  9% 
a  year,  against  10%  to  13%  increases 
for  medical  costs  nationwide. 

"The  last  thing  we  want  to  do  is  see 
somebody  go  to  the  hospital,"  says 
Breaux  Castleman,  Kelsey-Seybold's 
managing  director. 

Piccolo  says  he  plans  to  acquire  3 
more  doctors'  clinics  this  year,  and  to 
have  as  many  as  20  within  three  years. 
But  he's  playing  catch-up.  Two  new 
publicly  traded  companies — Nash- 
ville-based PhyCor  Inc.  and  Red- 
lands,  Calif. -based  Pacific  Physician 
Services  (Forbes,  Dec.  21, 1992) — are 
already  in  business,  managing  41  doc- 
tors' groups  between  them  and  ex- 
panding rapidly. 

Adding  back  a  one-time  $47  mil- 
lion restructuring  charge,  Caremark 
earned  $71  million  as  a  stand-alone 
business  last  year,  on  $1.5  billion  in 
sales.  Price  competition,  especially  in 
the  home-infusion  business,  will 
probably  keep  Caremark's  earnings 
flat  this  year,  at  just  over  $1  a  share. 
Piccolo  appreciates  that  the  dominant 
trend  in  health  care — cutting  costs — 
means  that  profits  will  grow  only  if  he 
can  increase  the  volume  of  patients 
Caremark  cares  for. 

Winning  that  battle  will  turn  large- 
ly on  price.  "The  payers  of  health  care 
have  become  buyers  of  health  care," 
says  Piccolo,  "and  they  aren't  going 
to  pay  list  prices  anymore."  That's 
true  whether  the  Clinton  Administra- 
tion does,  or  does  not,  change  the 
health  care  system.  WM 
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Want  to  own  a  piece  of  the  California  wine  business? 
Robert  Mondavi  is  going  public,  but  the  stock  isn't  as 
good  a  value  as  the  wine. 

A  pox  on  the  stox 


By  Rita  Koselka 

ROBERI  Mondavi  Wini-ry  was 
founded  in  ( )akville,  ( lalif  in  1966  by 
Robert  Mondavi,  now  79,  after  a 
fierce  bailie  with  brother  Peter  over 
control  of  the  family's  Charles  Krug 
winery.  Against  stiff  competition, 
Robert  Mondavi  lias  carved  a  strong 
niche  for  his  company.  While  much 
smaller  overall  than  industry  giant  B&] 
Gallo,  it  is  a  leader  in  the  industry. 
Much  of  its  wine  is  in  the  expanding 
popular  premium  tier  of  the  market 
wines  selling  for  $5  to  $7  a  bottle.  Its 
competitors  include  Ict/.cr,  Sebas- 
tiani,  Sutter  Home  and  Glen  Kllcn. 

Alter  a  quarter  of  a  century  as  a 
private  company,  Robert  Mondavi 
Winery  is  going  public.  Why,  in  an 
industry  where  public  ownership  is 
rare?  Ik-cause  it  needs  the  money.  It 
has  $126.5  million  in  debt  against 
$61  million  in  equity,  and  the  compa- 
ny's banker,  Bank  of  America,  insisted 


on  additional  equity  before  renewing 
Mondavi's  credit  lines.  But  the  Mon 
davis  are  selling  as  little  of  the  compa- 
ny as  they  can:  The  offering  represents 
30%  of  the  common  capitalization 
but  only  5%  of  voting  power.  Of  the 
$55  million  that  the  Mondavis  hope- 
to  raise,  $15  million  will  go  to  the 
family,  $40  million  to  pay  down 
BofA's  loans. 


A  phylloxera-diseased  vine 

A  lousy  harbinger  of  trouble. 


Winery  patriarch  Robert  Mondavi  in  a  replanted  vineyard 

Sales  are  healthy,  but  earnings  have  been  aging  in  the  wrong  barrel. 
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I/)ok  for  3.7  million  shares  to  bo 
offered  at  around  $14.50  a  share — 21 
times  1992  earnings,  valuing  tha 
company  at  around  $180  million.  I 
fair  price?  "Well,  if  you  are  looking  ai 
this  as  a  financial  investment  . 
says  Lewis  Perdue,  publisher  of  ai 
industry  newsletter,  Wine  Business  In 
sider.  He  sounds  bemused  by  the  idea 
"But,"  he  continues,  gamely,  "it' 
well  priced — for  the  hobbyist." 

Unless  you  collect  stock  certificate 
like  some  people  collect  wine  labels 
the  stock  is  no  bargain.  Mondav 
made  $7.2  million  in  1988  and  $7 
million  in  1992,  with  a  big  dip  ii 
between,  despite  revenues  growing 
from  $95  million  to  $145  million. 

Interest  costs  have  hurt  earning: 
and  will  continue  to— Mondavi  isn' 
expecting  to  keep  its  debt  low  fo 
long.  Robert  Mondavi's  sons — Mi 
chael,  50,  and  Timothy,  42 — plan  or  r- 
$70  million  in  capital  spending  in  tin 
next  four  years. 

The  boss  have  little  choice  but  tc  <'■•< 
spend.  At  least  $20  million  must  bi  - 
spent  on  replanting  Mondavi's  dis 
eased  vineyards.  During  the  past  fiv  ' 
years,  Napa  and  Sonoma  countie 
have  been  ravaged  by  phylloxera,  ; 
louse  that  infects  the  roots  of  grape 
vines  and  eventually  kills  them.  Il 
time,    the    pest    will  undoubted) 
spread  throughout  the  rest  ofCahfojcj 
nia.  There  is  no  cure.  The  Californi 
vineyards  will  have  to  be  replanteo  Otli 
with  phylloxera-resistant  vines;  thes< 
must  then  be  nurtured  for  five  year  pBi 
before  they  can  produce  commcrcia 
amounts  of  grapes.  Then  the  win 
must  age  for  years  longer. 

Napa  and  Sonoma  counties  ad  ipei 
count  for  about  15%  of  the  grape  iii 
grown  in  ( California  but  for  80%  of  th 
grapes  used  in  wines  priced  abov| 
$10  .  Some  70%  of  the  counties'  vine} 
yards  are  susceptible.  Napa  Valle 
wine  consultants  Motto,  Kryla  $ 
Fisher  predict  that  by  1997  the  graf 
supplv  in  these  counties  will  drop  b 
one  third  from  its  1991  high. 

Mondavi  grows  about  15%  of  th 
grapes  it  uses;  about  one-third  < 
these  grapes  go  into  its  wines  price  lit 
over  $7.  These  better  wines  represen  en 
only  1  5%  of  volume  but  34%  of  Mon  Dm 
davi's  revenues,  and  enjoy  highe 
profit  margins.  With  its  own  vineyard 
being  replanted,  Mondavi  will  have  t 
buy  more  grapes  on  the  market,  an 
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probably  at  higher  prices,  during  the 
-I',  next  few  years. 

tin     Around  two-thirds  of  Mondavi's 

revenues  come  from  its  $5-to-$7 
.  Woodbridge  line  of  wines,  which  it 
'■  introduced  a  few  years  ago.  These 
11  wines  use  lower-quality  grapes  grown 

in  other  counties  of  California,  which 
idea  have  yet  to  be  hit  by  phylloxera, 
"it'     Will  Mondavi  and  its  California 

competitors  be  able  to  pass  along 
t  higher  grape  costs  to  consumers?  Not 
abeb  easily.  Chile,  Australia,  South  Afri- 
nito  ca — even  the  Europeans — are  export - 
$7.  ng  excellent  wines  in  Mondavi's  price 
lipi  'ange,  and  the  U.S.  wine  market  has 

peen  declining.  Consequently,  wine 
in.  trices  have  scarcely  budged  the  last 

e\v  years.  In  1991,  to  keep  market 
i  is?  ihare,  Mondavi  swallowed  a  huge  fed- 
v  to  tral  excise  tax  increase  rather  than  pass 
-M  It  on  to  customers.  It  has  since  raised 
Ian o  )rices  somewhat,  boosting  its  earn- 
in  tt  jngs  for  the  first  three  quarters  of  fiscal 

'.993  (ending  June)  to  $5.4  million, 
>  i  ip  46%,  on  revenues  of  $1 19  million, 
ust b  23%  increase.  But  it  is  unclear  how 
\  (in  nuch  higher  prices  can  go  before 
si  lit  vlondavi  meets  consumer  resistance, 
until  "I  can't  see  where  the  value  of  the 
tT  ompany  is  going  to  be  greater  in  the 
i  r,  ear  2000  than  it  is  today,"  says  Paul 

Jillette  of  the  Wine  Investor,  another 
lined!  lewsletter. 

ilitu  i  Some  of  Mondavi's  competitors 
jfomi  jave  peered  into  the  future  and  have 
)|antt  jot  liked  what  they  saw.  Looking  for 
the*  (ecp  pockets,  Fetzer  recently  sold  out 
e yea  p  Brown-Forman  Croup. 
ma  j  The  second-generation  Mondavis 
c  mi  ^ant  to  expand  their  father's  busi- 
ess,  but  expanding  in  winemaking  is 
i^;  xpensive.  Mondavi  has  over  $100 
,nf  hillion  worth  of  working  capital  tied 
(l|  ip  in  wines  aging  before  they  can  be 
j  j[,0i  Did.  Carrying  that  inventory  requires 
.j'yji,  ,uge  amounts  of  cash  that  sits  around 
\'j  pr  years  before  any  revenue  is  pro- 
n|;  uced.  "It  drives  bankers  nuts,"  says 
]M,r  [erdue,  the  newsletter  publisher. 
it  ,n  '  Tempted  to  buy  a  few  shares?  Here 
;  a  better  suggestion.  Marvin  Shank- 
n,  publisher  of  the  influential  Wine 
,  i  pectator  magazine,  suggests  buying  a 
isc  or  two  of  Robert  Mondavi's  Re- 
;rve  Cabernet  Sauvignon  1986  at 
round  $35  a  bottle.  If  California 
,  jjjoi  ine  prices  rise,  the  bottle's  value 
lould  keep  pace.  And  if  the  business 
ocs  downhill,  you'll  still  have  some 
jiing  to  cheer  yourself  up  with. 


Foreign  investors  flocked  to  Hollywood  a  few  years  ago. 
Today  they're  wiser  and  a  few  billion  dollars  poorer. 

I  can  get  it 
for  you  retail 


By  Lisa  Gubernick  and  Randall  Lane 


During  the  Eighties  the  movie 
game  was  one  of  the  worst  investment 
plays  around.  Wall  Street  raised  hun- 
dreds of  millions  of  dollars  in  limited 
partnerships  and  initial  public  offer- 
ings, only  to  see  outfits  like  De  Laur- 
entiis  Entertainment  Croup  and 
the  Weintraub  Entertainment  Group 
collapse. 

As  U.S.  investors  grew  gun  shy, 
where  else  could  Hollywood  turn  for 
money?  To  foreigners.  Over  the  last 
few  years  eager  foreign  investors  have 
pumped  some  $17  billion  into  the 
U.S.  movie  business — and  have  prob- 
ably lost  a  good  $3  billion  of  their 
investment  (see  table,  p.  48). 

The  biggest  loser?  Credit  Lyonnais, 
which  now  has  over  $2  billion  of  poten- 
tially worthless  Hollywood  loans  on  its 
books.  The  big  Paris  bank  made  nice 
returns  in  the  1980s  lending  money  on 
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a  picture-by-picture  basis.  But  then  it 
climbed  into  bigger  business  with  the 
wrong  people.  The  bank's  largest  liabil- 
ity: $1  billion  lent  to  finance  Ciancarlo 
Parretti's  ill-fated  takeover  of  mgm/ua. 
Parrctti,  under  criminal  investigation  in 
Italy,  with  virtually  no  experience  in  the 
film  business,  defaulted  on  the  loan. 

Less  well  known  among  foreign 
disasters  in  Hollywood  is  PentAmer 
ica  Pictures.  A  joint  venture  formed  in 
1990  between  Italian  producer  Vit- 
torio  Cecchi  Gori  and  media  mogul 
Silvio  Berlusconi,  Penta  began  safely 
enough,  simply  buying  up  foreign 
rights  to  U.S.  films.  But  wouldn't  it 
be  better,  the  Italians  thought,  to 
produce  themselves,  get  a  U.S.  dis- 
tributor to  pay  top  dollar  and  end  up 
with  foreign  rights  on  the  cheap? 

"  The  time  came  to  prove  we  were 
serious,"   recalls  Gianni  Nunnari, 
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How  foreign  companies 
have  fared  in  Hollywood 


Company 

U.S.  investment1 

Outlay 

Gain  (loss) 

Matsushita 

MCA,  1990 

$6.6  billion 

($1.4  billion)4 

Sony 

Columbia,  1989 

5.4  billion6 

(800  million)4 

Credit  Lyonnais 

MGM/UA,  1990 

1.6  billion2 

(1  billion)2 

others,  mid-1980s  to  present 

500  million2 

(100  million)2 

Yamaichi  Securities 

Disney,  1991 

600  million 

none 

Itochu 

Time  Warner  Entertainment,  1992 

500  million 

125  million2 

Toshiba 

Time  Warner  Entertainment,  1992 

500  million 

125  million2 

PolyGram 

various,  1992-93 

235  million 

(35  million)2 

Canal  Plus 

New  Regency,  1991 

105  million2 

none5 

Carolco,  1992 

90  million2 

(25  million) 

Pioneer 

Carolco,  1992 

125  million 

(40  million) 

JVC 

Largo  Entertainment,  1989 

100  million2 

10  million5 

Berlusconi  Fininvest/ 

Cecchi  Gori  Finmavi 

PentAmerica,  1990 

100  million2 

(60  million)5 

Others3 

mid-1980s  to  present 

450  million2 

(100  million)2 

Total 

$17  billion 

(3.3  billion) 

'$100  million  and  up.  2Forbes  estimate.  HJnder  $100  million.  4Assumes  current  value  of  14  times  estimated  cash 
flow.  Estimates  include  domestic  and  foreign  rentals  and  all  ancillary  income.  6Also  includes  Guber-Peters  acquisi- 
tion; Warner  Bros,  settlement;  RCA  home  video  repurchase. 
Sources.-  Forbes;  Variety;  Paul  Kagan  Associates. 


Over  the  last  few  years  foreign  investments  in  Tinseltown 
have  been  less  than  boffo.  The  big  winners: 
joint  ventures  with  the  Hollywood  establishment. 


Pcnta's  dapper  president.  This  meant 
spending  lots  of  money  to  produce 
films  with  no  assurance  that  an  Ameri- 
can company  would  distribute  them. 

Penta's  productions  included  Man 
Trouble,  a  comedy  starring  Jack.  Nich- 
olson and  Ellen  Barkin.  The  script  had 
been  sitting  around  for  a  decade. 
When  Jack  Nicholson  finally  said  he 
would  be  interested  in  doing  the  pic- 
ture, Nunnari  snapped  it  up  and  spent 
$29  million  to  make  it.  "We  thought 
that  once  people  saw  Jack  Nicholson 
they  -  would  realize  we  really  had 
something,"  says  Nunnari. 

But  once  the  film  was  in  the  can  and 
Nunnari  began  looking  for  a  distribu- 
tor, he  found  the  major  studios  still 
weren't  interested.  In  the  end  Fox 
agreed  to  distribute  the  film,  but  only 
if  the  Italian  company  paid  for  all 
prints  and  ads.  Fox  took  its  fee,  about 
25%,  off  the  top.  "A  no-brainer,"  said 
Fox's  head  of  distribution,  Tom 
Sherak.  Nunnari  now  concedes  his 
biggest  mistake  was  not  having  a  dis- 
tribution deal  up  front.  Despite  the 
Nicholson  name,  the  film  earned  just 
$3  million.  "They  ended  up  paying 
retail  in  a  wholesale  market,"  savs 


Creative  Artists  Agency's  John  Ptak. 

Penta  so  far  has  lost  probably  $60 
million  in  Hollywood.  Earlier  this 
year  Berlusconi  pulled  the  plug  on  his 
half  of  Penta. 

Don't  think  the  Europeans  have  a 
monopoly  on  overpaying  in  Holly- 
wood. Sony  paid  $4.4  billion  (includ- 
ing debt),  or  25  times  cash  flow,  for 
Columbia  Pictures  in  1989;  Matsu- 
shita paid  $6.6  billion,  or  16  times 
cash  flow,  for  MCA  in  1990.  Compare 
those  multiples  with  current  prices:  In 
mid-May  U  S  West  announced  a  $2.5 
billion  deal  for  a  stake  in  Time  Warner 
Entertainment — at  13  times  cash 
flow.  Paramount  Communications 
stock  currently  sells  at  nearly  12  times 
cash  flow.  (We  define  cash  flow  as 
operating  income  plus  depreciation.) 

But  at  least  Sony  and  Matsushita 
bought  real  assets:  film  libraries,  dis- 
tribution companies,  extensive  studio 
facilities.  Most  of  the  foreign  moths 
attracted  to  Hollywood's  flame  sim- 
ply set  up  shop  in  rented  space  and 
financed  movies  that  rarely  grossed 
enough  to  cover  their  budgets,  let 
alone  the  office  overhead. 

By  the  end  of  this  year  PolyCram,  a 


subsidiary  of  Netherlands-based  Phil- 
ips Electronics,  will  have  spent  $235 
million  buying  its  way  into  the  movie 
business,  making  movies  such  as  Map 
of  the  Human  Heart  and  Posse.  Ana- 
lysts estimate  PolyCram  lost  $20  mil 
lion  last  year,  with  another  $30  mil- 
lion hit  likely  to  come  in  1993.  The 
company  refused  to  comment. 

Two  years  ago  Canal  Plus,  the 
French  TV  giant,  wanted  access  to 
Hollywood  product  for  distribution 
in  the  French  market.  To  get  the  most 
favorable  terms,  Canal  Plus  made  a 
deal  to  put  over  $100  million  into 
Anion  Mikhail's  New  Regency.  The) 
money  was  to  fund  roughly  50%  (as 
much  as  $20  million)  of  each  picture'1 
budget,  in  return  for  a  35%  equity 
stake  in  Mikhail's  pictures.  Yet  thi 
French  company  still  had  to  put  up  ar 
extra  1 5%  of  the  equity  for  what  i 
wanted  out  of  the  deal  in  the  firs' 
place:  French  rights. 

Says  a  chagrined  Pierre  Lescure 
Canal  Plus  chief  executive:  "Whei 
you  put  money  into  a  deal  where  yot 
are  far  from  the  field  where  the  gam< 
is  playing,  it  is  better  to  reassess  it." 

The  foreigners  seemed  to  hav» 
learned  a  radier  expensive  lesson:  Th< 
deals  that  make  the  most  sense  are  tin 
ones  in  which  they  don't  stray  too  fa 
from  the  Hollywood  establishment 
Says  agent  Ptak:  "If  I  was  going  int< 
pickle  making  in  Hungary,  I'd  partne 
myselfwith  a  Hungarian  pickle  maker.' I 

Japanese  trading  company  Itocln 
(formerly  C.  Itoh  &  Co.)  seems  t« 
have  learned  this  lesson.  In  the  1980 
it  lost  millions  financing  Bright  Light. 
Bijj  City;  Fatal  Beauty  and  Betrayec 
But  in  early  1992  Itochu  and  Toshib 
invested  $500  million  apiece  fc 
6.25%  stakes  in  Time  Warner's  entei 
tainment  division.  Based  on  the  U 
West  deal,  their  investments  have  ap 
preciated  22.5%. 

Canal  Plus  is  also  poorer  but  wise 
Earlier  this  year  the  company  restrm 
tufed  its  investment  in  the  New  R<. 
gency  deal.  Instead  of  putting  up  bi 
money  for  a  risky  equity  stake  i 
Mikhail's  films,  Canal  Plus  is  no' 
providing  a  flat  $4  million  per  film  i 
return  for  French  distribution  right 
"This  way  the  deal  finally  mak» 
sense,"  says  Chief  Executive  Lescur 

"Hollywood  is  a  difficult  place  1 
invest,"  Lescure  adds.  "But  Europe 
not  so  easy,  either.  We  shall  stay."* 
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There  Was  Only  One  Way 
To  Make  It  Go  Faster. 


Announcing  A  New  Lease  Offer  On  The  280-Horsepower  Lincoln  Mark  VQI, 
The  Best-Selling  Luxury  Coupe  In  The  Country 

STANDARD  FEATURES: 

•  4.6-liter  32-valve  V-8  engine 

•  Sequential  multi-port  electronic  fuel  injection 

•  4-wheel  disc  anti-lock  brake  system 

•  Driver  and  front  passenger  air  bag  Supplemental  Restraint  System** 

•  Driver  and  passenger  Autoglide  seating  system 

•  6-way  power  driver  and  passenger  seats  with  dual  power  recliner  and  lumbar  support 

•  Electronically  controlled  4-speed  automatic  overdrive  transmission 

•  An  ti- theft  alarm 

•  And  much  more 


$ 


PER  MONTH,  24-MONTH  LEASE1 


 *5  50.00 

DOWN  PAYMENT  

 '1,500.00 

 '539.00 

 '2,589.00 

See  your  participating  dealer. 

Drive  Everything  Else  First... 
Then  Lease  The  Lincoln  Mark  VIII. 


1 


LINCOLN 

What  A  Luxury  Car  Should  Be 


♦Based  on  total  sales,  12/92-3/93.  **Always  wear  your  safety  belt.  ''93  Mark  VIII  MSRP  $37,515  excludes  title,  taxes,  license  fee.  24-month  closed-end  Ford 
Credit  Red  Carpet  Lease.  Payment  assumes  average  capitalized  cost  of  91.5%  MSRP.  Some  payments  higher,  some  lower.  See  participating  dealers  for 
payment/terms.  Lessee  may  have  option  to  buy  car  at  lease  end  at  price  negotiated  with  dealer  at  signing.  Lessee  responsible  for  excess  wear/tear  and  mileage  over 
30,000  at  1 1^/mile.  Credit  approval/insurability  determined  by  Ford  Credit.  Take  new  retail  delivery  from  dealer  stock  by  7/5/93.  Monthly  payments  total  $12,936. 


Storage  Technology  called  its  new  miracle  product 
Iceberg.  The  miracle  is  melting  fast. 

No  product, 
no  sale 


By  Matthew  Schifrin 

Storage  technology  corp.  makes 
tape  and  disk  drives  for  midrange  and 
high-performance  computers.  Based 
far  from  Silicon  Valley,  in  Louisville, 
Colo.,  it  is  no  stranger  to  financial 
difficulty.  Under  its  flamboyant 
founder,  Jesse  Aweida,  Storage  Tech 
grew  at  breakneck  speed  in  the  1970s, 
expanded  faster  than  its  capital  base 
would  allow,  and  wound  up  in  bank- 
ruptcy in  1984. 

To  put  the  company  back  on  track, 
the  board  brought  in  Ryal  Poppa 
(pronounced  "poppy"),  a  former  IBM 
salesman.  After  evaluating  the  dam- 


age, Poppa  channeled  Storage  Tech's 
product  development  dollars  into  the 
lower  technology  market  for  magnet- 
ic tape  storage  systems,  a  segment  IBM 
had  not  aggressively  pursued.  To  get 
the  most  out  of  his  limited  resources, 
Poppa  presold  his  new  product  to  big 
corporate  accounts  well  in  advance  of 
the  product's  actual  introduction. 
That  way  the  customers  knew  what 
was  coming,  and  Storage  Tech  knew 
what  they  needed. 

Poppa's  strategy  worked  beautiful- 
ly. The  company  emerged  from 
Chapter  11  protection  in  1987.  With- 


Storage  Technology  Chairman 
Facing  angry  stockholder 


SO 


i  Poppa  and  iceberg 

snts,  and  now  fierce  competition. 


out  much  serious  competition,  Stor-  | 
age  Tech's  magnetic  tape  systems  sold 
like  hotcakes.  Last  year  its  magnetic 
tape  business  produced  over  60%  of 
Storage  Tech's  $1.5  billion  revenues. 
Profits:  $15.5  million,  37  cents  a 
share.  Under  Poppa,  the  company's 
stock  climbed  from  a  low  of  9lA  to  a 
high,  in  1992,  of  78. 

Once  the  magnetic  tape  systems 
were  established,  Poppa  needed  an 
encore.  LInfortunately,  he  decided  to 
attack  a  much  bigger  and  tougher 
market:  the  $9-billion-a-year  market 
for  random  access  disk  drives  for 
mainframe  computers.  Having  paid 
more  attention  to  mainframe  disk 
drives  than  magnetic  tape  drives,  IBM 
had  70%  of  that  market. 

Starting  in  1991,  Poppa  again  hit 
the  road  to  presell  his  new  disk  drive  I 
system — which  he  called  Iceberg — to 
corporate  clients.  Iceberg  is  based  on 
what's  called  raid  technology,  for 
redundant  arrays  of  inexpensive  disks 
Instead  of  storing  data  on  one  large 
(and  expensive)  drive,  Iceberg  would 
compress  data  and  spread  it  across 
groups  of  inexpensive  5Vi-inch  disk 
drives.  The  goal  is  threefold:  to  make 
data  continuously  available  even 
when  any  drive  is  being  re- 
paired or  serviced;  to  in 
crease  data  transfer  rates; 
and  to  do  all  this  at  lower 
cost.  Poppa  boldly  predict 
ed  that  Iceberg  would  gen 
erate  revenues  of  $1  billion 
in  1993. 

In  January  1992  Poppa 
formally  introduced  Ice 
berg.  It  was  a  big  mistake 
The  product  was  still  fai 
from  ready  and  still  hac 
many  bugs  in  it.  Despite 
spending  around  $180  mil 
lion  on  developing  Iceberg 
Storage  Tech's  scientist; 
have  yet  to  perfect  th« 
product.  Already  over 
year  late,  Iceberg  probabh 
won't  be  shipped  for  at  leas 
another  six  months. 

Says  Stephen  Bleecker 
technology  buyer  at  Den 
ver-based  U  S  West:  "I'vt 
told  the  Storage  Tech  sales 
men,  'Don't  call  me  any 
more  until  you  have  th< 
product.'  " 

As  Storage  Tech  strug 
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f  \T)rance  has  never  been 
so  close  to  home. 


rotn  the  moment  you  step  into  a  Hotel  Sojitel, 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  charming.  More 
French.  It  could  be  the  over-stuffed  chairs. 
Maybe  it's  the  truffle  you  find  on  your  pillow. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour. "  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  are  away 
from  yours.  Just  ask  your 
travel  agent  or  i  idl 
l-800-SOFITEL. 


fH|  Hotel  Sof ite! 

—NOR 
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Storage  Technology 

gles  to  gel  the  kinks  out  of  Iceberg,  its 
competitors  have  been  having  a  field 
day.  EMC  Corp.,  of  Hopkinton, 
Mass.,  has  been  a  big  beneficiary. 
EMC's  Symmetrix  system  is  less  so- 
phisticated than  Iceberg  but  has  been 
available  since  late  1990  and  is  already 
debugged.  Delta  Air  Lines  recently 
bought  several  Symmetrix  systems  for 
over  $10  million.  Covia,  the  travel 
reservation  system  company  owned 
by  United  Air  Lines,  British  Airways, 
USAir  and  other  airlines,  recently 
spent  nearly  $6  million  on  several 
Symmetrix  systems.  EMC's  revenues 
are  expected  to  nearly  double  this 
year,  to  over  $600  million;  its  stock 
has  sizzled. 

IBM,  too,  is  turning  on  the  heat.  In 
the  coming  months  IBM  is  expected  to 
announce  an  improved  low-priced 
disk  storage  system  and  a  high-end 
RAID-based  system  that  will  compete 
directly  against  Iceberg.  IBM's  raid 
product  will  use  the  lower-cost  3V2- 
inch  disks. 

Yet  another  competitor,  Califor- 
nia-based Amperif  Corp.,  says  its  RAID 
storage  product,  Viking,  should  be 
ready  by  the  end  of  this  year.  One 
outcome  of  all  this  competition  will 
be  an  intensification  of  the  already 
vicious  price  war  in  mainframe  disk 
drives.  Storage  Tech's  original  projec- 
tions of  charging,  in  effect,  between 
$10  and  $12  per  megabyte  of  RAID 
disk  storage  capacity  could  well  be 
halved. 

Storage  Tech  is  not  in  the  kind  of 
trouble  it  was  in  nearly  a  decade  ago. 
The  magnetic  tape  systems  business 
that  turned  the  company  around  is 
still  strong.  Storage  Tech  will  proba- 
bly earn  $24  million  this  year  (55 
cents  a  share),  according  to  Wall 
Street  estimates. 

But  thanks  to  Iceberg's  delay,  Stor- 
age Technology's  stock  plunged  from 
78  to  as  low  as  I8V2  late  last  year,  a  fall 
of  76%.  Though  the  stock  has  since 
recovered  to  a  recent  39V4,  this  did 
not  halt  a  class  action  suit  alleging  that 
Poppa  and  other  company  insiders 
knew  that  Iceberg  would  be  late  to 
market  when  they  sold  some  $6  mil- 
lion of  stock  just  a  few  months  before 
they  officially  passed  the  bad  news  on 
to  shareholders. 

The  moral  is  an  old  one:  Don't  start 
talking  up  a  product  unless  you're 
certain  you  can  deliver  it.  tM 


Millions  stolen  in  one  of  history's  biggest  scams  are  stil 
stashed  away  in  secret  bank  accounts  overseas.  But  a 
Wichita  lawyer  may  be  on  the  verge  of  finding  the  loot. 

Closing  in 


By  Dana  Wechsler  Linden 

Readers  may  still  remember  the  infa- 
mous Culture  Farms  consumer  fraud 
scam  (Forbes,  May  20,  1985).  That 
was  the  one  where  28,000  people 
shelled  out  $80  million  to  get  rich 
quick  by  growing  smelly  milk  cultures 
on  their  windowsills. 

The  suckers  soon  learned  that  there 
were  no  real  customers  for  the  cul- 
tures. But  by  that  time  the  seam's 
international  ring  of  bad  guys  had 
funneled  $30  million  into  secret  over- 
seas bank  accounts.  Eleven  men  were 
sent  to  jail.  But  most  of  the  money  has 
never  been  recovered. 

Christopher  Redmond  of  Wichita, 
Kans.  appears  to  be  on  the  verge  of 
finding  it.  Redmond  is  the  unassum- 
ing, soft-spoken  but  intense  attorney 
who  has  spent  years  wriggling  around 
or  finding  cracks  in  international  bank 


secrecy  laws  behind  which  untold 
fraudsters  have  hidden  their  loot. 

"The  crooks  figured  maybe  some- 
body could  get  through  [the  secrecy 
laws  in]  one  jurisdiction,  but  never  all 
of  them,"  says  Redmond  modestly. 

Says  Richard  Owens  of  the  U.S. 
Department  of  Justice's  Office  of  In- 
ternational Affairs,  which  handles  re- 
quests under  mutual  assistance  trea- 
ties with  foreign  governments:  "Red- 
mond is  a  trailblazer." 

Most  laundered  money  is  never 
recovered.  Criminal  investigators  are 
more  interested  in  prosecuting  the 
crooks.  And  bankruptcy  officials  nor 
mally  throw  up  their  hands  before  the 
often  impenetrable  barriers  of  bank 
secrecy  laws.  So  the  laundered  money 
sits  in  overseas  accounts,  simply  wait- 
ing to  be  picked  up  when  the  felons 


Christopher  Redmond  and  part  of  the  Culture  Farms  evidence 
Most  laundered  money  is  never  recovered. 
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The  fine  line  between  sculpture  and  engineering. 


CONCORD 


DELIRIUM 


SWISS 
SINCE  1908 

0.98  millimeter  Delirium  quart:  movement,  hand-assembled  and  precision-tested  to  the  millisecond;  water-resistani  18  karat  gold  case,  hand-finished  with  a  diamond-polished  sapphire  crystal 

DEJAUN  JEWELERS  CY  FREDRICS  INC.  GOVBERG  JEWELERS 

(805)  373-1002/(818)783-3960  Glenview,  IL  (708)564-8828  Bala  Cynwyd,  PA  (215)  664-1715 


"Partnership  may  be  a  cliche  in  business  vocabulary; 
for  us  it's  simply  a  fact  of  life.  It  has  to  be,  if  we're 
to  achieve  the  quality  we're  after  in  the  textile  fibers 
business.  I  encourage  our  people  to  work  closely 


with  our  clients.  In  these  partnerships  we  devt  m 

successful  marketing  programs  for  well  kno  bj 

brands  such  as  Enkas  Viscose  and  Sympatex  u 
even  though  our  organization  chart  is  made  up  c 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  pn 
Some  63,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write 
Akzo  America  Inc.,  Corp.  Comm.  Dept./S7,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (312)  906-7500. 


Folkert  Blaisse,  General  Manager  Textile  Fibers: 


jatq 


He  quares,  really  crucial  work  is  done  in  interlinking 
Partnerships,  in  which  we  mix  youth  and  ex- 
ce,  unbound  by  hierarchy  or  tradition.  Getting 
That's  our  way  of  creating  the  right  chemistry." 


CREATING  THE  RIGHT  CHEMISTRY 


AKZO 


Tracking  stolen  money 

who  stole  it  complete  their  time. 

So  how  has  Redmond  managed  to 
close  in  on  the  Culture  Farms  mil- 
lions? Redmond,  46,  senior  partner  of 
Wichita's  Redmond,  Redmond  & 
Nazar,  w  as  asked  to  become  Culture 
Farms'  bankruptcy  trustee  after  a  pre- 
vious trustee  concluded  there  was  no 
hope  of  recovering  the  victims'  mon- 
ey. Redmond  was  the  most  experi- 
enced bankruptcy  trustee  in  Kansas, 
where  Culture  Farms  was  based.  But 
in  many  of  his  prior  cases  some  of  the 
key  assets  consisted  of  cattle. 

"I  know  it  sounds  corny,"  he  says. 
"But  for  me  it's  a  question  of  whether 
the  system  really  works.  Can  people 
do  this  and  really  get  away  with  it?" 

Redmond  took  five  to  six  months 
just  to  read  through  the  thousands  of 
Culture  Farms  documents  on  file  with 
federal  courts  in  Kansas.  He  hired 
accountants  Grant  Thornton  to  con- 
struct a  massive  database  tracing  the 
path  of  every  dollar  known  to  have 
gone  through  the  two  companies  in 
the  scam — Activator  Supply,  which 
sold  $3,500  packs  of  "activator  pow- 
der," and  Culture  Farms,  which 
bought  back  the  harvested  cultures. 

Individuals  or  companies  that  re- 
ceived more  than  $10,000  became 
part  of  Redmond's  target  list.  Fifteen 
months  after  starting,  Redmond  used 
his  findings  to  file  a  900-page  com- 
plaint in  a  civil  racketeering  suit 
against  80  defendants — and  started 
settling  with  some  in  return  for  more 
information  on  the  money  flows. 

Very  little  money  could  be  traced 
directly  to  the  key  movers  behind  the 
culture  scam,  Larry  Huff,  Frans 
Theron  or  Paul  Stemm,  all  of  whom 
went  to  jail.  But  Redmond  did  find 
that  $1.1  million  had  gone  into  secret 
bank  accounts  on  the  Isle  of  Man, 
$1.8  million  to  the  Cayman  Islands, 
and  $3.6  million  to  Switzerland. 

Redmond  started  spending  a  lot  of 
time  abroad.  The  Isle  of  Man,  a  cliff- 
fringed  island  in  the  Irish  Sea,  has 
among  the  most  strictly  enforced 
banking  secrecy  laws  in  the  world.  But 
Redmond  and  his  lawyer  there,  Alan 
Cough,  discovered  a  way  to  circum- 
vent them:  They  persuaded  one  of  the 
two  judges  on  the  island  to  put  Acti- 
vator Supply  and  Culture  Farms  into 
liquidation  there — entitling  Red- 
mond, as  liquidator,  to  a  complete 
accounting  from  any  bank  that  had 


handled  the  companies'  funds. 

With  Redmond  as  guide,  let's  fol- 
low the  path  of  the  millions  sent  to  the 
Isle  of  Man.  Culture  Farms  wired 
$1.1  million  to  the  Isle  of  Man  Bank. 
Another  $1  million  came  in  from 
accounts  in  Switzerland  and  the 
Netherlands  Antilles.  The  Isle  of  Man 
Bank  was  instructed  to  transfer  the 
funds  to  the  account  of  Jackson  & 
Co.,  a  local  accounting  firm  that  is  run 
by  Barry  Jackson.  Jackson  then 
moved  the  money  into  four  shell  cor- 
porations that  he  controlled.  Cough 
and  Redmond  persuaded  the  judge 


Newsletters  sent  to  Culture  Farms  suckers 


Promising  rewards  that  never  came. 

that  Jackson  should  give  a  pretrial 
deposition — a  practice  virtually  un- 
heard of  on  the  island,  where  pretrial 
discover)'  takes  place  solely  through 
written  affidavits. 

Redmond  gleefully  recalls  that 
Jackson's  lawyer,  one  of  the  most 
experienced  on  the  island,  was  so 
stunned  by  the  process  that  he  let 
Jackson  answer  questions  in  far  more 
detail  than  was  necessary — and  to  re- 
veal one-third  of  the  funds  had  been 
transferred  to  the  Channel  Islands. 

Redmond  then  chased  the  funds 
from  the  Channel  Islands  through  the 
Netherlands  Antilles,  Wales  and  Swit- 
zerland, using  extensive  litigation  to 
crack  the  secrecy  laws.  Along  the  way, 
he  found  and  froze  $435,000 — some 
had  been  spent,  and  much  of  the 
balance,  he  believes,  still  lies  in  Swiss 
accounts. 

Redmond  has  evidence  that  some 
35  Swiss  accounts  were  used  in  the 
money  laundering  scheme.  There  was 
an  initial,  passthrough  account, 
where  funds  were  deposited  and  then 


immediately  transferred  to  a  second 
group  of  accounts  with  such  pass- 
words as  "Turbo"  (Larry  Huffs  ac- 
count— he  used  to  be  a  race  car  driv- 
er), "Phan"  (as  in  phantom — this  ac- 
count belonged  to  Frans  Theron, 
who  always  stayed  behind  the  scenes ) 
and  "Soap"  (a  legal  defense  fund  for 
the  seam's  principals;  it  stood  for  Save  I 
Our  Ass  Plan).  From  these  accounts,! 
the  funds  were  quickly  diverted  into 
yet  others. 

Under  Swiss  secrecy  laws,  even  if] 
Redmond  could  gain  access  to  one 
account,  if  it  no  longer  had  funds  in  it- 
he  couldn't  find  out  anything  about 
where  the  funds  had  been  transferred. 

But  Redmond  has  found  a  solution 
to  that,  too.  He  and  Owens  of  the 
Department  of  Justice  have  reinter- 
preted the  U.S.'  mutual  assistance 
treaty  with  Switzerland.  The  treaty! 
allows    criminal    investigators  andil 
prosecutors  to  request  secret  bankingl 
records  from  Swiss  authorities.  Why  I 
not  bankruptcy  trustees,  too,  given! 
that  they  are  obligated  to  provide! 
relevant  information  to  prosecutors?1! 
Redmond  expects  to  have  complete! 
records  of  the  Swiss  accounts  within! 
two  to  three  months. 

Redmond  will  get  3%  of  whatever! 
he  recovers.  He  figures  that  over  halll 
of  the  $80  million  was  used  to  run  thel 
culture  operation,  and  at  least  $15l 
million  has  already  been  spent  by  thel 
crooks.  He'll  be  lucky  to  recover  $151 
million,  he  says.  If  so,  his  fee  will  be  up  I 
to  $450,000,  after  expenses.  On  arl 
hourly  basis,  that's  a  lot  less  than  hi«l 
usual  billing  rate  of  $150. 

But  he'll  have  paved  the  way  foil 
others.  "There's  a  growing  realiza-l 
don  that  if  you  just  punish  the  bacl 
guys  and  leave  them  with  the  money  I 
you've  missed  a  big  part  of  rectifyinil 
the  situation,"  says  Owens.  "It's  thel 
only  way  to  realistically  hurt  organiza  I 
tions  that  keep  on  doing  this." 

And  Redmond  will  have  showrl 
that  an  obscure  lawyer  from  Kansa:! 
can  match  wits  with  the  world'  I 
smartest  crooks  and  their  advisers! 
"Normally  we  deal  with  committee  I 
of  half  a  dozen  accountants  and  law  I 
yers  arriving  at  one  time,"  says  Alail 
Gough,  the  Isle  of  Man  lawyer.  "Itl 
this  case,  it  was  Chris  Redmond,  tin  I 
man  on  the  ground,  hiring  cars  to  fiml 
his  way  and  tracking  the  money  dowil 
on  his  own."  ■  ! 
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Tou're  investing 
on  your  own. 
Can  you  still 
tap  into  the  best 
information 
and  advice? 


Today,  many  investors  are  making  their  own  decisions.  Not  the  least  of  which 
is  deciding  whose  information  to  base  them  on.  An  opportune  time  to  con- 
sider private  banking  at  Morgan.  Where  you'll  have  access  to  the  same  global 
resources  as  our  institutional  investors.  The  same  research.  Private  investments. 
Securities  and  safekeeping  services.  Feedback  you  can  rely  on.  Objectivity  you 
can  rely  on.  And  being  on  your  own,  something  you're  apt  to  appreciate:  a 
relationship  you  can  rely  on.  If  you  actively  manage  your  own  investment 
portfolio  of  $5  million  or  more,  please  call  ir)ll/I/\ti/von 
Thomas  F.Shevlin  at  (212)  837-4343.  Private  Banking  J  "IVllJI  wllli 

New  York,  Wilmington,  Del ,  Palm  Beach,  Los  Angeles,  San  Francisco,  Brussels.  Frankfurt,  London,  Madrid.  Milan,  Nassau,  Pans,  Geneva,  Zurich,  Hong  Kong,  Singapore.  Tokyo 


EDITED  BY  FLEMING  MEEKS 


Having  trouble  selling  something? 
Try  clowns  and  Big  Toe  contests. 

Shoe  biz 
as  show  biz 


By  Damon  Darlin 


|  Shoe  Carnival 
|  founder  David  Rus- 
|  sell  with  clown; 
|  right,  enthusiastic 
customers  at  the 
Shoe  Carnival  store  in 
Evansville,  Ind. 
"People  love  to 
buy  new  shoes 
because  it 
makes  them  feel 
good.  We  are 
just  making  it  fun." 


David  H.  Russell  has  been  selling 
shoes  in  Evansville,  Ind.  for  32  years. 
Boring?  A  dead-end  job? 

Not  at  Russell's  Shoe  Carnival,  Inc. 
chain,  where  magicians  and  clowns 
roam  balloon-filled  aisles  and  Fifties 
rock  V  roll  music  blasts  over  the 
sound  system.  In  1992  Shoe  Carni- 
val's 39  stores  sold  $127  million 
worth  of  Rockports,  Reeboks  and 
Hush  Puppies — an  amazing  $3.4  mil- 
lion per  store.  At  $278  in  sales  per 
square  foot,  the  stores  generate  64% 
more  sales  than  the  U.S.'  average  shoe 
store.  Pro  forma  profits:  $4.5  million 
(83  cents  a  share)  last  year. 

How  does  Russell  do  it?  Just  watch 
as  Ruth  Pate  weaves  through  canyons 
of  shoe  boxes  at  Shoe  Carnival's  Ev- 
ansville store.  Pate  has  brought  her 
sister,  visiting  from  Marion,  111.,  to  see 
the  place.  It's  a  little  like  going  to  the 
circus,  without  paying  admission. 
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Two  weeks  earlier,  Mrs.  Pate,  53, 
visited  the  store  with  her  sister-in-law 
from  Florida.  "I  bought  two  pairs  of 
shoes  then,"  says  Pate.  "She  bought 
five  or  six." 

Forty  minutes  into  her  most  recent 
visit,  Pate  was  still  in  the  store  and  had 
five  pairs  of  name-brand  and  private- 
label  shoes  in  her  basket.  Here's  what 
else  she  did  during  that  time: 

■  She  won  a  T  shirt  for  having  the 
most  keys  on  her  key  chain:  15. 

■  She  entered  the  Big  Toe  Contest — 
the  shopper  with  the  longest  toe  gets 
to  grab  for  cash  and  coupons  blown 
around  inside  a  glass  booth  known  as 
the  Money-Machine. 

■  She  didn't  win  Big  Toe,  but  her  son 
won  a  T  shirt  for  scoring  at  the  basket- 
ball machine. 

■  A  tuxedoed  employee,  who  had 
been  shouting  out  the  bargains  like  a 
carnival  barker,  offered  her  $1  cash  to 


buy  a  pair  of  Dr.  ScholPs  walking  : 
shoes.  She  bought  two  pairs  fo 
$17.88  each,  regularly  $24.97. 

"Lordy,  we  hit  it  lucky  today,"  say 
Mrs.  Pate. 

David  Russell,  49,  got  his  start  ii 
the  shoe  business  in  1961  as  a  16  .. 
year-old  part-time  salesman  at  a  Kin 
ney  shoe  store  in  Evansville.  Hi 
worked  his  way  up  to  manager  am 
made  the  store  Kinney's  highest-vol 
ume  outlet.  But  Kinney  executive 
were  never  fond  of  some  of  his  wild 
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romotion  ideas. 

So  in  1978  Russell  put  up  about 
50,000  of  his  savings  and  cash  raised 
rom  his  family  and  opened  his  own 
tore.  Aping  other  category-busters, 
uch  as  Toys  "R"  Us  and  Bed  Bath  & 
ieyond,  Russell  seeks  to  dominate  a 
narket  by  offering  shoes  cheaper  than 
lepartmcnt  stores  or  shoe  shops.  He 
Jso  recognizes  that  value-conscious 
onsumers  want  to  have  fun,  too. 

"In  some  of  these  towns,  we  are  the 
Friday  night  fights  and  the  Saturday 


afternoon  matinees,"  says  Russell,  a 
rough-hewn  native  Kentuckian.  Shoe 
Carnival  has  about  40%  market  share 
in  cities  like  Kvansville  and  Elizabeth- 
town,  Ky. 

By  1984  Russell  had  three  stores  in 
Evansville,  selling  about  $8  million 
worth  of  shoes  a  year.  He  caught  the 
attention  of  J.  Wayne  Weaver,  then 
chief  executive  of  Stamford,  Conn.- 
based  Nine  West  Group,  a  designer 
and  distributor  of  women's  shoes. 
Russell  was  selling  a  lot  of  Nine  West's 


Westies  and  Calico  brand  shoes,  and 
Weaver  was  interested  in  buying  his 
company — if  the  concept  could  be 
expanded.  Over  the  next  two  years, 
Russell  opened  four  more  stores,  all 
big  successes.  In  1986  Weaver's  Nine 
West  bought  the  company  for  $3 
million.  Russell  figures  the  company 
would  have  been  worth  more  in  a 
public  offering.  But  Nine  West  had 
good  industry  contacts  and  deep 
pockets  for  expansion. 

Russell  stayed  on  to  expand  the 
chain.  A  hands-on  manager,  he  drives 
up  to  stores  in  his  red  Honda  NSX 
sports  car  and  gives  out  dollar  bills  as 
an  apology  to  customers  waiting  in 
long  lines,  or  grabs  the  store  mike  and 
announces  all  purchases  are  free  if  the 
cashier  isn't  smiling.  "Russell,"  says 
Weaver,  "is  the  P.T.  Barnum  of  the 
shoe  industry." 

But  Weaver's  partners  in  Nine  West 
wanted  to  stick  to  their  core  business. 
So  Weaver  bought  the  company  him- 
self in  1988  for  about  $17  million— 
quite  a  premium  over  what  Nine  West 
had  paid  just  two  years  before.  But  it 
turned  out  to  be  a  bargain  price. 

In  March  1993,  after  Russell  and 
Weaver  had  opened  several  new 
stores,  they  sold  33%  of  the  company 
to  the  public  for  $28  million.  The 
proceeds  of  the  offering  were  used  to 
pare  debt.  Weaver  and  his  family  own 
54%  of  the  company,  a  stake  worth 
$71  million.  (This  plus  his  21%  stake 
in  Nine  West  gives  Weaver  a  net 
worth  of  about  $270  million.)  Russell 
owns  a  7%  stake  in  Shoe  Carnival, 
worth  $9  million  at  recent  prices. 

In  February  Weaver  left  Nine  West 
to  concentrate  on  Shoe  Carnival  full 
time.  He  and  Russell  plan  to  open  a 
dozen  new  stores  in  midwestern  and 
southern  cities  this  year,  and  another 
15  in  1994. 

Analysts  expect  that  Shoe  Carnival 
will  earn  $6.5  million,  or  88  cents  a 
share  this  year,  up  from  $4.5  million 
in  1992.  Recent  price  of  the  o-t-c- 
traded  company's  shares:  17%,  up 
almost  40%  from  the  offering  price. 

"People  love  to  buy  new  shoes 
because  it  makes  them  feel  good," 
says  Russell.  "So  does  buying  a  new 
car,  but  buying  new  shoes  is  a  lot 
easier.  We  are  just  making  it  fun."  So 
much  so  that  Russell  even  managed  to 
sell  three  pairs  of  shoes  to  a  tightfisted 
Forbes  reporter.  u 
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WhyNotebook  Design 
And  Airports  As  It  Is  AboiI 


Much  About  Hotels 
odems  And  Motherboards. 

ere  are  two  ways  to  design  a  notebook  PC:  around 
computer  chip,  or  around  a  human  being.  And  if 
uVe  used  a  Compaq,  you  undoubtedly  know  which 
these  approaches  best  describes  our  philosophy. 


ow,  we  at  Compaq 
brace  innovation  as 
ch  as  anybody.  We 
don't  think  it  serves 
ch  purpose  without  a 
irough  understanding 
low  people  use  it. 
Which  is  why  we  look 
iirplane  seats  and  hotel 
ms  as  closely  as  circuit 
trds  and  serial  ports.  It 
Irecisely  this  approach 
it  enables  us  to  build 
fce  of  the  most  durable, 
able  and  useful  note- 
ks  on  earth. 
Notebook  PCs  with 
quely  sophisticated 


power  conservation  tools 
so  you  get  longer  use  out 
of  the  battery.  Full-sized 
keyboards  with  familiar 
"hotkey"commands.  And 
easy-to-read  screens  that 
rival  the  display  quality 
of  desktop  systems. 

Of  course,  even  highly 
sophisticated  features  are 
worthless  if  they  can't  en- 
dure the  punishment  of 
daily  use. 

Which  is  why  we  sub- 
ject our  notebook  PCs  to 
testing  that  others  simply 
couldn't  withstand. 

We  drop  them .  We  bake 


them.  We  freeze  them  We 
even  test  new  COMPAQ 
designs  by  opening  and 
closing  them  ten  thou 
sand  times  to  simulate 
years  of  normal  use. 

In  short,  we  engineer 
our  award-winning  note 
books  for  the  real  world 
A  place  that's  fdled  with 
deadlines  and  flight  can- 
cellations and  overhead 
storage  compartments. 

A  place  that  can  teach 
you  as  much  about  how  to 
design  notebooks  as  any 
computer  lab  on  earth. 

COMPAQ 


A  help  line  that  withstands  the  test  of 
time.  You  can  call  our  Jree  24 -hour 
hotline  seven  days  a  week  Jot  as  long 
as  you  own  your  computer. 


Like  the  armadillo,  Compaq  note- 
books Jeature  huilt-m  protection 
against  the  elements.  In  jact,  our 
ruggedly  engineered  notebooks  are 
among  the  most  durable  on  earth. 


The  Compaq  LTE  Lite.  Fa 
TheirTime  Working.  An 

OK,  we're  not  saying  you  live  on  three  hours  of  sle< 
or  that  you  eat  Chinese  takeout  every  night.  And  ev« 
if  you  do,  we're  not  saying  that  a  COMPAQ  LTE  Li 
486SL  notebook  is  suddenly  going  to  change  all  th 


Wh; 


lat  we  will  say  is 
that  it  could  make  your 
life  a  lot  simpler.  Partic- 
ularly if  you  travel. 

You  see,  on  one  hand, 
these  new  computers 
are  lightweight,  compact 
notebooks  (6.3  pounds, 
8.5"xll").  They're  avail- 
able with  three  different 
screens:  the  COMPAQ 
UltraView  —  the  world's 


black  and  white,  active 
matrix  VGA;  a  256-color 
active  matrix;  and  the 
highly  acclaimed  passive 
monochrome  MaxLipht. 


Simply  slide  the  LTE  Lite 
notebook  into  the  COMPAQ 
Desktop  Expansion  Base 
and  you  have  a  full -Junc- 
tion, Jul 'ly  connected 
desktop  computer. 


There's  the  integr; 
EasyPoint  trackball 
each  has  a  range  of  i 
vative  power-conservi 
features  to  help  exi 
battery  life. 

But  what  also  m 
these  notebooks  uniq 


@  1993  Compaq  Computer  Corporation.  All  Rights  Reserved.  COMPAQ  and  LTE  Registered  U  S  Patent  and  Trademark  Office.  UltraView,  MaxLight,  EasyPoint,  j 
QuickConnect,  CompaqCare  and  SpccdPAQ  are  trademarks  of  Compaq  Computer  Corporation.  Product  names  mentioned  herein  may  he  trademarks  and/or  rcgistel 
marks  of  their  respective  companies.  The  Intel  Inside  Logo  is  a  registered  trademark  of  thr  Intel  Corporation. 


ieople  Who  Spend  Half 
to  Other  Half  Working. 


It  it  they  double  as  lull- 
ed, full -featured  486 
sktop  PCs. 

By  simply  sliding  your 
tl  !E  Lite  notebook  into 


L 


bays  increase  expansion 
capabilities.  Best  of  all, 
you're  using  the  same 
hard  drive.  So  whether 
you're  in  the  office  or  on 


1  COMPAQ  Desktop 
[Mansion  Base,  you're 

|  antlv  connected  to 

j 

i  iters,  peripherals  and 
I  r  network.  No  flop- 
In,  no  fumbling  with 
•s,  do  headaches.  And 
:  rxt ra  slots  and  drive 


the  road,  vour  files  arc 
always  with  you.  The 
expansion  base  also  of- 
fers you  a  keylock  to 
secure  your  notebook. 

Of  course,  if  you  don't 
need  all  the  functions  of 
a  full -sized  PC,  but  want 


easy  connection  to  your 
peripherals,  choose  the 
new  Enhanced  QuickCon- 
nect  —  a  one-step  system 


with  integrated  Ethernet 

o 


and  SCSI  support. 

And  like  all  of  our 
PCs,  these  notebooks  an 
backed  by  CompaqCare. 
Which  includes  a  free, 
three-year  worldwide 
warranty,  and  a  year  of 
free  on-site*  service  in 
the  U.S.  or  Canada. 

For  information  on 
the  COMPAQ  LTE  Lite 
486SL,  call  1-800-345-1518. 
Because  if  you  work  out 
of  the  office  on  a  regular 
basis,  you  really  lead  two 
lives.  So  they're  perfec  t 
for  you.  And  you. 

COMPAQ. 


Unlike  other  486  chips,  the  Intel 
486SL,  with  an  integrated  numeric 
coprocessor,  provides  higher  perfor- 
mance and  extended  hattery  life. 


No  wires,  no  interface  boxes,  no 
headaches.  The  optional  fully  in- 
tegrated COMPA(lSpeedPA(ll44 
Modem  connects  the  LTE  Lite 
directly  to  a  cellular  phone  so  you 
can  send  e-mail  and  faxes. 


jvicc-  li  provided  l>\  Contracted  Service  Providers  and  mav  not  Ik-  available  in  certain  geographic  location!..  Certain  restrii  tions  and  exclusions  apply  Monitors,  hattery 
Id  certain  options  are  c  overed  by  a  one  year  warranty  Tor  further  details  on  our  limited  warranty,  contact  the  Compaq  Customer  Support  (  enter 


Moviemaker  Robert  Halmi  Sr.  survived  death 
sentences  from  the  Nazis  and  the  Russians, 
and  even  managed  to  stage  a  comeback  from  his ' 
parent  company's  recent  bankruptcy.  Making  the  sequel 
to  "Gone  with  the  Wind"  should  be  a  piece  of  cake. 

Trust  your 
instincts 


By  Lisa  Gubernick 

Robert  Halmi  Sr.  describes  how  he 
felt  when  his  and  his  son's  production 
company  was  sold  to  Australian 
wheeler-dealer  Christopher  Skase's 
Qintex  Corp.  in  1988  for  $12  million 
in  stock.  "It  was  like  the  first  night 
after  each  of  my  marriages,"  says 
Halmi,  69.  "I  knew  something  was 
wrong." 

Halmi,  who  says  he's 
been  married  four 
times  ("I  think"), 
should  have  played  his 
hunches.  The  relation- 
ship with  Skase  soon 
proved  disastrous.  De- 
termined to  be  the  next 
Ted  Turner,  Skase  was 
borrowing  money  like 
mad  and  paying  top- 
of-the-market  prices  to 
build  a  film  library.  He 
paid  $63  million,  for 
example,  for  the  color- 
ized Leave  it  to  Beaver 
and  The  New  Leave  it  to 
Beaver  TV  series.  By 
October  1989,  the  val- 
ue of  Halmi's  Qintex 
stock  had  risen  sharply. 
Then  Skase  threw  Qin- 
tex into  Chapter  11. 
"We  lost  nearly  $20 
million  in  a  day,"  says 
Halmi's  son  and  busi- 
ness partner,  Robert 
i  Robi)  Halmi  Jr. 

But  the  Halmis  arc 
cut  of  tough  fabric. 
The  elder  Halmi's  fa- 


ther was  a  Hungarian  portrait  pho- 
tographer whose  patrons  included  the 
Hapsburg  court  and  the  Vatican. 
Born  in  Budapest  in  1924,  Robert 
Halmi  was  a  freedom  fighter  during 
World  War  II.  He  says  he  was  cap- 
tured by  the  Nazis  in  Poland  and 
sentenced  to  death,  only  to  survive 
when  the  Russians  liberated  the  coun- 


R HI  Entertainmen 
'My  son  makes 


t,  Inc.'s  Robert  Halmi  Sr.  and  Robert  Halmi  Jr 
the  money,  and  I  blow  it." 


try.  Then  he  went  to  work  as  a  spy  fo 
the  Office  of  Strategic  Services 
Caught  by  the  Russians  and  again 
sentenced  to  death,  Halmi  says  hj 
escaped  to  Vienna  with  the  help  o 
American  friends. 

How  do  we  know  this  is  true?  Wi 
don't.  We're  taking  Halmi's  word  fo 
it,  not  necessarily  a  good  idea  whe 
dealing  with  a  charming  fellow  wh< 
describes  himself  as  "a  typical  Hun 
garian  b.s.  artist." 

After  Halmi  arrived  in  the  U.S.,  i 
1950,  he  became  a  top  photographe 
for  Life  magazine  and  leveraged  tha 
into  a  deal  with  Liberty  Mutual  Insur 
ance  to  underwrite  a  series  of  natur 
documentaries  called  Outdoors  Wit 
Liberty  Mutual,  which  was  syndicate 
in  the  1960s.  He  took  his  productioi 
company  public  in  1979  and  brough 
in  his  son  Robi,  now  36  and  a  num 
bers  man,  to  help  run  it.  "I'm  lucky  t 
have  my  son  to  worry  about  the  do 
lars  and  cents,"  says  the  elder  Halm 
"Most  people  don't  have  a  son  lik 
that.  He  makes  the  money,  and  I  blo\ 
it.  It's  as  simple  as  that." 

Between  1979  and  1988,  whe 
they  sold  out  to  Qintex,  the  Halmi 
produced  65  movie 
and  miniseries. 

If,  in  doing  the  dej 
with  Skase,  Haln 
failed  to  heed  his  gu 
instincts,  he  lost  n 
time  picking  up  th 
pieces  once  Qinte 
failed.  Freed  by  th 
bankruptcy  from  the 
production  contract 
with  Qintex,  the  Ha 
mis  were  soon  back  i 
business  for  then 
selves,  nailing  dow 
picture  orders  froij 
Ted  Turner,  AT&T  an 
cbs.  Among  the  Ha 
mis'  recent  produ< 
tions  are  Loneson 
Dove  and  Ford:  77 
Man  and  His  Ma  chin 
As  the  Halmis  wei 
turning  out  tie' 
shows,  Chemical  Ban 
approached  them  wit 
a  proposition:  If  the 
were  interested  in  a 
quiring  the  Qintex  I 
brary  (which  include 
200  hours  of  progran 
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The  Novecento 

with  perpetual  calendar 

and  moon  phase  display  by  IWC. 

They  said  there  was  no  way 

around  it. 


Suggested  retail  price  $19,500 


When  something  is  universally  assumed  to 
be  impossible,  disproving  the  notion 
represents  a  special  challenge.  And  it  is  one 
which  we  at  IWC  in  Schaffhausen  have 
never  been  able  to  resist. 

One  such  attempt  to  refute  a  widely  held 
belief  resulted  in  the  birth  of  the  Novecento: 
the  first  rectangular  wristwatch  to  display 
the  minutes,  hours,  days  of  the  week,  date, 
months,  years  and  phases  of  the  moon 
automatically.  All  of  which  was  only  possible 
with  one  of  the  most  complicated  calendar 
mechanisms  ever  designed.  Classical  down 
to  the  smallest  detail,  the  Novecento  is  an 
exclusive  timepiece  that  will  retain  its 
modernity  for  eternity. 

Our  getting  around  the  problem  of 
squeezing  a  round  peg  into  a  rectangular 
hole  was  not  just  for  the  love  of  a  challenge. 
We  did  it  so  you  could  wear  the  Novecento 
around  your  wrist. 


125 

VI  \RS 

IWC 

For  complete  catalog  please  call  (800)  432-9330 


ming  t he  Halmis  had  produced  over 
many  years,  as  well  as  the  Our  Gang 
serials  and  Laurel  and  Hardy  fea- 
tures), the  hank  would  help  them 
purchase  it.  The  Halmis  raised  $41 
million — $28  million  from  a  Chemi- 
cal Bank  loan,  S4  million  from  the 
hank's  venture  capital  division  and  $9 
million  from  New  Line  Cinema — and 
the  deal  was  done. 

Last  summer  Donaldson,  Luikin  & 
Jenrette  and  Kidder,  Peabody  took 
the  I  [almis'  new  company,  kiii  Enter- 
tainmenl ,  Inc.,  public,  selling  2.5  mil 
lion  shares  at  $10  each.  The  proceeds 
were  used  to  pay  down  the  bank  debt. 
Last  year  the  company  earned  $5.6 
million,  or  84  cents  a  share,  on  reve- 
nues of  $56  million.  Analyst  Jeffrey 
Logsdon,  of  Seidler  Amdec  Securi 
ties,  expects  earnings  will  jump  to 
$1 . 10  a  share  this  year. 

At  RHl's  recent  price  of  10%,  the 
Halmis1  15%  stake  is  worth  around 
$13  million  —  quite  a  comeback. 

flic  Halmis  are  now  firmly  reen- 
trenched  in  the  end  of  the  business 

where  I  lalmi  pere  started  three  dc 
cades  ago:  making  television  pro 
grams  for  major  corporate  sponsors, 
using  those  sponsorship  fees,  plus  for- 
eign presales,  to  cover  their  costs.  The 
Incident,  a  1992  TV  film  starring  Wal- 
ter Matthau, which  aired  on  ens,  wasa 
typical  I  lalmi  deal.  The  film  cost  $3.8 
million  to  make  (including  promo 
tion  costs),  with  Procter  &  Gamble 
paying  $3.5  million  up  front.  After 
foreign  sales,  negotiated  in  advance, 
the  film  brought  in  $4.8  million,  giv 
ing  Kill  a  pretax  profit  of  $]  million. 
(  BS,  meanwhile,  got  two  hours  of 
prime  time  i \    and  1 2  minutes  of 
commercial  time    at  no  cost. 

Befitting  their  cosmopolitan  roots, 
the  I  talmis  are  getting  ready  to  shoot 
Scarlett,  the  8  hour,  made  for-telcvi- 
sion  sequel  to  Gone  with  the  Wind. 
The  miniseries,  which  is  budgeted  at 
$38  million,  will  air  on  CBS  next  year 
and  in  104  foreign  markets.  The  Hal- 
mis have  already  negotiated  domestic 
and  international  deals  worth  $43 
in  i  1 1  it  in 

"It  will  be  the  biggest  event  in 
broadcast  history,"  boasts  Robert 
Halmi,  "when  we  simulcast  Scarlett 
around  the  world  in  !  7  different  lan- 
guages at  the  same  time,  the  same  day. 
This  is  what  everyone  is  dreaming 
about."  nn 
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Some  businesses  are  born  of  inspiration,  others  of 
frustration.  Count  Books  That  Work  among  the  latter. 

Software  for 
hardware  stores 


By  David  C.  Churbuck 

TWO  YEARS  AGO  Daniel  Levin,  a  27- 
year-old  marketing  manager  and  for- 
mer software  engineer  at  MIPS  Com- 
puter Systems,  Inc.,  decided  to  build  a 
deck  onto  his  Sunnyvale,  Calif,  home. 
Like  thousands  of  weekend  carpen- 
ters, he  bought  some  books  on  the 
subject,  then  sketched  a  basic  design 
at  his  kitchen  table.  After  four  trips  to 
the  lumberyard — each  time  to  pick  up 
materials  his  design  had  overlooked — 


Ixvin  started  wondering  if  ther 
wasn't  a  better  way  to  design  a  deck. 

He  talked  about  his  deck-buildin 
problems  with  Stuart  Cannes,  wh< 
worked  in  the  cubicle  next  to  Levin  a 
MIPS.  Gannes,  a  strategic  busines 
planner,  had  been  an  editor  of  how-ti 
books  at  Time  Life  Books  and  a  tech 
nology  writer  at  Fortune  magazine. 

Levin  began  to  think  there  must  b 
a  way  to  apply  a  computer  to  the  tas. 


Books  That  Work  Inc.  cofounder  Stuart  Gannes 
A  new  tool  for  home  improvement  buffs. 
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vestment 


>4USTRADE 

Australian  Trade  Commission 


i  a 


LB  executives  interested  in 
participating  in  the  burgeoning 
mrkets  of  the  Asia  Pacific 
sbuld  consider  Australia  as  a 
loational  site,  and  its  role  as 
re:onal  headquarters  for  a 
ra:dly  increasing  number  of 
A-erican  corporations. 

Rrely  has  there  been  a  better 
tire  for  US  companies  to  invest 
in  .ustralia. 


Ccisider  the  following  checklist  of  assets: 

•  ,-Jstralia  is  secure — politically,  socially  and 
eonomically. 

•  Ve  are  a  tried  and  trusted  conduit  to  the  Asia 
Peific. 

•  "fechnologically  advanced  with  strong  R&D 
bae  and  educated  workforce. 


Harbor  view 
of  Sydney, 
Australia's 
financial 
center, 
featuring  the 
opera  house. 


•  Sophisticated  and  developed  financial  sector. 

•  Pro-business  and  deregulatory  government. 

•  Richly  endowed  with  natural  resources. 

Our  commonality  of  language,  education,  legal 
system  and  management  styles  all  combine  to 
make  Australia  a  comfortable  place  where 
Americans  can  invest  and  prosper. 
Contact  us  today. 


i  


MAIL  TO:  Richard  Seddon 

Investment  Commissioner 
Australian  Trade  Commission 
630  Fifth  Avenue 
New  York,  NY  10111 
Phone  (212)  245-4000 

Please  send  free  brochures. 


Fax  (212)  956-6224 


NAME: 


TITLE: 


COMPANY: 


ADDRESS: 


TELEPHONE: 


FAX: 


INDUSTRY  SECTOR: 


f.l 


RUNG  YtiUR  OWN  BUSINESS 


of  deck  design.  The  user  could  design 
a  deck  on  the  computer;  once  a  design 
choice  was  made,  the  computer  could 
spit  out  construction  drawings  and 
materials  lists,  and  do  the  bookkeep- 
ing on  the  project.  Contractors,  Levin 
figured,  would  love  such  a  program. 

But  Cannes,  now  44,  had  a  differ- 
ent idea.  "Let's  do  a  mass-market 
product  instead,1'  he  urged.  "The 
people  with  the  computers  are  the 
customers  of  the  contractors,  and 
there  are  a  lot  more  consumers  than 
contractors." 

Levin  and  Cannes  got  a  break  of 
sorts  in  September  of  1991  when 
their  employer,  mips,  restructured 
and  offered  voluntary  sev- 
erance packages  to  employ- 
ees. Both  Levin  and  Cannes 
took       buyouts — Cannes 
leaving  with  ten  weeks'  sal- 
ary,    Levin     with  nine 
months'  worth. 

The  project  might  have 
stretched  on  indefinitely. 
But  in  February  1992 
Gannes  ran  into  William 
Davidow,  a  Silicon  Valley 
venture  capitalist,  author 
and  member  of  the  board  at 
mips.  "He  asked  me  what  I 
was  up  to,  and  I  said  I  was 
building  some  content 
software,"  says  Gannes. 
Davidow  was  interested 
and  set  a  date  for  Levin  and 
Gannes  to  show  him  their 

product.  ansm 

While  Levin  worked  fe- 
verishly to  get  the  program  into  a 
presentable  state,  Gannes  sought  ad- 
vice on  how  to  present  it  to  Davidow. 
A  business  acquaintance,  venture  cap- 
italist Ann  Winblad  of  Hummer 
Winblad  Venture  Partners  in  Emery- 
ville, Calif.,  agreed  to  walk  them 
through  the  process  of  getting  a  new 
company  off  the  ground. 

Davidow  liked  what  he  saw,  but 
wasn't  convinced  there  was  enough  of 
a  market  for  it.  By  then,  however,  Ann 
Winblad  and  her  partner,  John  Hum- 
mer, were  becoming  interested,  and 
they  put  their  money  where  their 
interest  was.  In  June  1992  Hummer 
Winblad  put  $750,000  in  venture 
capital  into  Books  That  Work  Inc. 
Gannes  and  Levin  went  to  work  on 
their  little  company  full  time. 

Since  no  real  model  existed  for 
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how-to  software,  Levin  and  Gannes 
had  to  create  their  own.  That  meant 
integrating  a  computer-aided  design 
program  with  an  interactive  program 
that  would  guide  neophyte  do-it- 
yourselfers  through  every  step  of  the 
building  process. 

How  to  do  it?  Video  clips  were 
ruled  out  because  they  would  use  up 
so  much  disk  space  that  the  program 
would  have  to  be  distributed  on  CD- 
ROM,  significantly  limiting  their  audi- 
ence. Instead,  Levin  and  Gannes 
squeezed  the  whole  program  onto 
just  three  floppy  disks.  Still,  they 
needed  to  provide  more  than  line 
drawings  and  diagrams — books  do 


Design,  construction  drawings  and  shopping  list,  all  in  one 
A  high-tech  solution  for  a  low-tech  project. 


that.  So  they  brought  in  an  animator 
to  draw  and  bring  to  life  animated 
illustrations  of  tricky  steps  in  the 
building  process. 

How  to  get  Books  That  Work  onto 
retail  shelves — and  which  retail 
shelves?  Gannes  and  Levin  struck  a 
distribution  agreement  with  Broder- 
bund  Software,  Inc.,  a  Novato,  Calif, 
company  with  an  enormous  consum- 
er-oriented distribution  channel 
(Forbes,  Apr.  27,  1992).  That  gave 
Books  That  Work  access  to  the  com- 
puter software  stores.  Then  they  took 
a  demo  of  the  program  to  the  folks  at 
Sunset  Books,  publisher  of  the  best- 
selling  line  of  how-to  books,  and 
came  away  with  a  licensing  deal  for 
the  Sunset  name,  giving  them  the 
imprimatur  to  move  into  hardware 
and  home  repair  stores. 


To  keep  the  price  of  the  software 
affordable,  Levin  and  Gannes  made 
deals  with  toolmakers  Black  &  Deckel 
and  Vermont  American  and  othe 
home  improvement  suppliers  to  in 
elude  unobtrusive  ads  in  the  software 
"The  ads  don't  get  in  your  face,"  say 
Gannes. 

How  does  the  software  work?  First 
a  step-by-step  process  familiarizes  th 
builder  with  the  concepts  and  termi 
nology,  accompanied  by  detailee 
views  of  construction  techniques.  Th 
design  component  of  the  progran 
opens  with  an  overhead  view  of 
simple,  square  deck.  The  user  thei 
specifies  dimensions,  where  the  door: 
on  the  house  will  be,  when 
the  stairs  up  to  the  decl 
should  be  placed,  what  styl 
of  railing  is  ciesired. 

After  the  layout  and  de 
sign  are  finished,  construe 
tion  drawings  are  createc 
and  the  program  automati 
cally  writes  up  a  list  of  mate 
rials  as  well  as  a  cost  esti 
mate  based  on  average  na 
tional  prices.  (Prices  from 
local  lumberyard  can  b 
plugged  in  for  a  more  pre 
cise  estimate.)  When  th 
project  is  under  way,  th< 
builder  can  go  back  to  tb 
program  for  animated  in 
structions  on  step-by-ste 
assembly,  highlighted  b 
building  tips  based  on  in 
terviews  with  contractors. 
One  and  a  half  years  ii 
development,  Levin  and  Gannes'  De 
sign  and  Build  Tour  Deck  progran 
finally  hit  the  shelves  of  home  im 
provement  stores  and  computer  soft 
ware  stores  in  the  first  week  of  Ma\ 
List  price:  $79.95.  Gannes  won't  pu 
a  number  on  the  initial  orders,  thoug 
he  says  they  were  on  the  high  end  c 
company  projections. 

The  next  trick  for  Books  That  Wor 
is  to  build  a  library  of  home  improve 
ment  programs.  Gannes  and  Levin  sa 
a  half-dozen  new  programs  are  in  th 
works  for  indoor  and  outdoor  horn 
repair  projects,  as  well  as  landscapin 
and  gardening.  "The  1990s  hav 
been  defined  as  the  Nesting  Decade, 
says  Gannes.  "We  can  think  of  a  lot  c 
titles  to  produce  in  home  improvt 
ment  and  other  areas  that  would  kee; 
us  busy  forever."  ■ 
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THE  PFIZER  HEALTHCARE  SERIES 


Do  you  have 

diabetes? 
You  might  if, 


•  You Ve  been  overly 
tired  lately  for  no 
apparent  reason 

•  Someone  in  your 
family  has  a  history 
of  diabetes 

•  You  are  overweight 
and  over  40 


•  You  seem  to  be 
excessively  thirsty 

•  You  are  urinating 
more  frequently 

•  Bruises,  cuts  or 
infections  take  a 
longer  than  normal 
time  to  heal 


Be  aware  of  these  subtle  warning  signs. 

If  more  than  a  tew  seem  familiar,  you  may  have  good  reason  to  see  your  doctor.  Only 
your  doctor  can  diagnose  diabetes.  In  many  cases,  if  the  disease  is  caught  in  its  early 
stages,  treatment  need  not  be  complicated  or  expensive.  Sometimes  a  change  in  diet 
may  be  all  that's  necessary.  But  first,  be  sure.  See  your  doctor. 

For  a  poster-sized  reprint  of  this  message,  write:  Pharmaceuticals  Group,  Pfizer  Inc, 
P.O.  Box  3852D,  Grand  Central  Station,  New  York,  NT  10163. 


A  message 
in  the  interest 
of  better 
health  from 


Pharmaceuticals 

A  PARTNER  IN  HEALTHCARE' 


Broken  noses,  personal  threats,  forward  planning— it's 
all  a  part  of  the  successful  penny  stock  hustler's  life. 

Boca  Raton, 
here  we  come 


By  Roula  Khalaf 

1 1 ere'S  a  smith  from  life  in  the  pen 
ny  stock  lane: 

Three  days  before  Christmas  last 
year,  27  year  old  Kenneth  Greene 
walked  unannounced  into  Dean  Pel 
kanas'  house  in  Muttontown,  N.Y. 
and,  according  to  an  arrest  report, 
started  punching  Petkanas  in  the  face. 
Petkanas,  29,  suffered  a  eon 
CUSSion    and    broken    nose.  — ~~ 
Greene,  who  is  second  in 
command  at  the  penny  stock 
firm  of  bake  Success,  N.Y.- 
based  Stratton  Oakmont  Inc., 
was  apparently  upset  that  for- 
mer colleague  Petkanas  had 
moved  to  a  new  shop  and  had 
stolen   a   Stratton  Oakmont 
deal. 

Another  snippet: 

bast  (  ktobcr  Stratton  ( )ak 
monl  founder  Jordan  Helton, 
now  30,  admitted  under  oath 
to  Securities  &  Exchange 
( Commission  attorneys  thai  he 
had  threatened  to  financially 
nun  former  employees  who 
had  attempted  to  hire  brokers 
away  from  his  firm. 

Stratton  Oakmont's  young 
hustlers  play  rough.  Bin  they 
also  plan  ahead.  Right  now 
they  seem  to  be  planning  a 
strategy  that  will  keep  them  in 
the  penny  stock  business  even 
if  the  SEC  closes  the  upstart 
firm's  doors.  Stratton  Oak 
mont's  brat  pack  brokers  have 
been  among  the  worst  offend- 
ers in  a  very  nasty  business 

(Forbes,  Oct.  14,  1991).  The 
SE<  has  filed  civil  charges 
against  Stratton,  Belfort  and 
his  colleagues  alleging  market 


manipulation  and  fraudulent  sales 
practices.  A  trial  is  set  for  early  1994. 

But  don't  expect  Belfort,  Greene 
and  company  to  ji,o  away.  According 
to  former  Stratton  Oakmont  brokers 
and  people  at  other  penny  stock  firms, 
Belfori  has  already  moved  some  of 
Stratton's  best  producing  brokers  to 


Stratton  Oakmont's  Jordan  Be 
A  step  ahead  of  the  SEC? 


a  new  firm,  Hilt  more  Securities,  Inc., 
based  in  Boca  Raton,  Fla. 

In  early  1992,  just  as  the  SEC  was 
preparing  its  complaint  against  Strat- 
ton, Elliot  Loewenstern  and  Richard 
Bronson,  two  of  Belfort's  most  loyal 
brokers,  left  Stratton  and  moved  to 
Boca  Raton.  In  that  pleasant  town  of 
wealthy  people  hoping  to  get  wealthi- 
er, Loewenstern  and  Bronson  took 
over  Biltmore  Securities,  a  struggling 
broker/dealer.  Their  cash  invest- 
ment: $65,000.  As  if  by  magic,  Bilt- 
more within  one  year  grew  from 
around  20  brokers  to  nearly  70.  Reve- 
nues jumped  from  $2.9  million  at  the 
end  of  1991  to  $10.6  million  last  year. 

Belfort  and  Loewenstern  go  back  a 
long  ways.  Eleven  years  ago  they  sold 
ice  cream  together  at  New  York's 
Jones  Beach.  In  1985  they  sold  steaks 
door-to-door.  After  the  steak  busi- 
ness went  bust,  they  moved  on  to 
stocks,  learning  cold-calling  tech 
niques  at  Investors  Center  Inc.,  th 
penny  stock  firm  closed  dow  n 
—  §■  by  the  sic  in  1989. 

When  Belfort  started  Strat 
ton   Oakmont   in    1989,  he 
quickly  brought  in  Loeweri 
stern.   By  the  time  he  left, 
Loewenstern,  now  30,  was 
Stratton's  second  highest  pr< 
ducer,  raking  in  an  estimated 
$  1  million  a  year. 

Stratton's    brokers  use 
time-tested  technique:  Pitch 
an  established  stock,  like  Penn 
zoil,  on  the  first  call  and  then 
pound  the  client  with  Strat 
ton's  higher-margin  merchan 
disc.  Stratton's  motto,  accord 
ing  to  a  former  broker:  "Never 
hang  up  the  phone  until  the 
customer  buys  or  dies." 

Stratton -underwritten  st<  >cb 
often  explode — briefly — on  tin 
offering,  giving  inside  investor 
a  chance  to  sell  out  at  huge 
profits.  Generally  the  stocks  re 
treat  soon  after  they  surge.  Fx 
ample:  Nutrition  Management 
Services  Co.  units  (stock  and 
warrant  combinations)  jumpe< 
from  5  to  9%  on  its  first  day  o 
trading  last  year,  then  sank  to  . 
recent  3.  Another  Stratton  un- 
derwriting, Repossession  Auc- 
tion, Inc.,  jumped  from  6  pe 
unit  to  10  almost  immediately 
before  collapsing.  The  stod 
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and  warrant  combined  were  recently 
worth  less  than  3. 

Remember  how  violently  Belfort 
and  Greene  reacted  when  they 
thought  someone  was  stealing  their 
clients?  Funny  thing.  When  Loewen- 
stern  and  Bronson  left  for  Boca  Raton 
to  buy  Biltmore  Securities,  they  took 
lots  of  Stratton  clients  with  them.  But 
Belfort  didn't  mind.  Loewenstern 
even  staffed  his  new  operation  with 
several  of  Stratton  Oakmont's  top- 
producing  brokers.  Belfort  didn't  ob- 
ject to  that,  either. 

Biltmore  has  been  a  potent  force  in 
helping  to  sell  Stratton's  deals.  When 
Stratton  took  Santa  Monica,  Calif.  - 
based   Out-Takes,   Inc.   public  in 


March,  Robert  Shelton,  the  firm's 
president,  was  whisked  down  to  Flori- 
da to  talk  to  Biltmore  brokers  about 
his  company,  a  would-be  operator  of 
photography  studios  with  no  reve- 
nues and  no  earnings  (see  box).  Shel- 
ton's  dog-and-pony  show  also  took 
him  to  Biltmore's  recently  opened 
office  in  Purchase,  N.Y. 

Those  who  know  Belfort  say  if  the 
SEC  shutters  Stratton  Oakmont,  he 
plans  to  shift  operations  to  Biltmore 
without  missing  a  beat. 

Or  maybe  the  new  outlet  will  be 
called  Monroe  Parker  Securities, 
Inc.  Alan  Lipsky,  who  grew  up  with 
Belfort  in  Queens,  N.Y.  and  was 
convicted  in  1978  of  stealing  a  mo- 


torboat,  left  Stratton  in  September 
1992  to  run  Biltmore's  Purchase 
office.  Around  the  same  time  he 
applied  to  start  a  new  broker/ 
dealer,  Monroe  Parker  Securities. 
Monroe's  Purchase  address  is  the 
same  as  Biltmore's. 

Belfort  is  doing  well  enough  these 
days  to  hire  as  his  lawyer  Ira  Sorkin, 
former  chief  of  the  SEC's  regional 
office  in  New  York.  Sorkin  insists 
there  is  no  connection  between  Strat- 
ton and  Biltmore.  Legally,  one  sus- 
pects Sorkin  is  right.  Practically,  one 
suspects  this  is  how  the  penny  stock 
crowd  keeps  reappearing  despite  the 
authorities'  best  efforts  to  close  them 
down.  Mi 


un,  games 
and  Out-Takes 

In  mid  1991  Robert 
Shelton  and  his  girlfriend, 
Leah  Peterson,  had  an 
idea  to  start  a  chain  of  pho- 
tography studios  that 
would  take  customers'  por- 
traits and  digitally  super- 
impose them  into  stills 
from  popular  movies,  like 
The  Wizard  of  Oz.  They  had 
no  commercial  outlets, 
no  revenues,  but  Shelton 
had  a  cousin  who  knew 
ordan  Belfort  and  his  pen- 
ly  stock  outfit,  Stratton 
•akmont. 

Belfort  wanted  a  piece 
>f  Shelton's  concept.  In 
iarch  1992  Stratton 
Oakmont  bought  450,000 
shares  of  Shelton's  Out- 
Takes,  Inc.  for  22  cents  a 
share.  Three  months  later 
Belfort  brought  in  Visual 
Equities,  controlled  by 
\lvin  Abrams,  another  pen- 
ny  stock  hustler  who's 
oeen  repeatedly  censured 
ind  fined  by  the  sec  and 
:he  National  Association  of 
Securities  Dealers.  Visual 
Equities  bought  768,000 
ihares  of  Out-Takes'  still 
unregistered  stock,  at 
ibout  65  cents  a  share. 
Last  fall  Belfort 


brought  in  his  favorite 
bridge  investors:  ex-pen- 
ny stock  hustler  Randolph 
Pace,  former  head  of  the 
now  defunct  Rooney,  Pace; 
and  Elliot  Lavigne,  head 
of  Perry  Ellis  Menswear. 
Pace  and  Lavigne  put  up 
$200,000  each  in  return  for 
6%  notes  and  125,000 
Out-Takes  shares  plus  war- 
rants to  buy  another 
125,000  shares  at  $4.80. 
(Pace,  who  has  been  sus- 
pended from  the  securities 
industry,  and  Lavigne 
show  up  in  several  Stratton 
deals.) 

On  Mar.  10  it  was  time 
to  cash  in.  Stratton,  with 
the  help  of  Biltmore  Se- 


curities (see  story),  took 
Out-Takes  public,  raising 
over  $6  million.  Out-Takes 
units  (one  common  share 
and  two  warrants),  opened 
at  4  and  zoomed  to  1 1  Vt 
on  the  first  day. 

Who  was  selling  on  the 
way  up?  According  to  Shel- 
ton, Stratton  Oakmont 
gave  permission  to  bridge 
investors,  including  Pace 
and  Lavigne,  to  sell  their 
shares  the  very  first  day  of 
the  offering.  Shelton  says 
he  thinks  they're  now  out 
of  the  company.  If  so,  Pace 
and  Lavigne  probably 
made  as  much  as  $1 .5  mil- 
lion each  on  the  deal. 

Visual  Equities  sold  the 


bulk  of  its  shares  as  well.  Its 
$500,000  investment 
may  have  turned  into  some 
$3  million  in  cash. 

Out-Takes  units  were 
recently  trading  around 
8%,  above  the  offering 
price  but  well  below  their 
highs.  Experience  sug- 
gests it  takes  a  few  months 
at  least  for  Stratton  stocks 
to  crater.  Says  Timothy 
Dennin,  a  former  sec  at- 
torney who  now  represents 
investors  in  a  class  action 
lawsuit  regarding  earlier 
Stratton  Oakmont  deals: 
"In  my  view,  this  [Out- 
Takes]  is  one  of  the  most 
insidious  deals  I  have  ever 
encountered."    -R.K.  Hi 


Out-Takes'  founders 
Robert  Shelton 
and  Leah  Peterson 
Foils  for  Stratton 
Oakmont's  penny 
stock  machine? 
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As  the  National  Education  Association  has  gained  in  monopoly  power, 
the  cost  of  education  has  increased  while  its  quality  has  deteriorated. 
But  monopolies  are  by  nature  unstable,  and  this  undemocratic  labor 
union  may  have  met  its  match  in  the  movement  for  school  choice. 

The  National 
Extortion 
Association.5 


19 

Fi 

public  sec 
collect 
bargain 
law  pass 
Wiscon 


By  Peter  Brimelow  and  Leslie  Spencer 

".  .  .  quit  talking  about  letting  kids  escape.  ..." 
— Keith  Geiger,  52,  president  of  the  National  Education 
Association  teachers  union,  denouncing  the  increasingly 
popular  idea  that  tax  monies  now  spent  on  education 
should  instead  be  given  directly  to  students  to  be  spent  in  the 
public  or  private  school  of  their  choice;  on  the  Larry  King 
Show,  Nov.  10,  1992. 

Keith  Geiger'S  style  may  be  more  polished  now  than  in 
his  salad  days  as  president  of  the  nea's  Michigan  Educa- 
tion Association  affiliate,  when  he  astonished  Walsh  Col- 
ic 1  conomics  professor  Harry  C.  Veryser  by  gesticulat- 
r  • -bscenely  at  him  during  an  in-studio  radio  debate. 
"He  flipped  me  the  finger  when  school  choice  came  up," 
remembers  Veryser,  who  jokes  that  the  union's  ruthless 
and  insatiable  drive  for  power  and  perquisites  should  earn 
it  a  new  name:  the  National  Extortion  Association. 

Hyperbolic?  The  fact  is  that  the  most  powerful  U.S. 
trade  union  plays  very  rough.  Thus,  in  October  1981 
Geiger  was  reported  blaming  "Reaganomics"  as  the 
Alpena,  Mich,  school  system  shut  down — apparently  the 
first  school  shutdown  for  budgetary  reasons  since  the 
Great  Depression — after  voters  had  repeatedly  refused  to 
increase  local  property  taxes.  (The  blackmail  worked: 
Alpena  capitulated,  along  with  several  other  Michigan 
districts  threatened  with  shutdown.) 

And  in  March  1993  Geiger  was  still  at  it:  As  nea 
president,  he  appeared  in  person  at  a  rally  in  another 
northern  Michigan  town,  Kalkaska,  as  it  ended  its  school 
year  two  months  early,  again  after  voters  had  repeatedly 
rejected  tax  hikes. 

Geiger's  implicit  message  to  the  voters:  Never  mind  the 
nonsense  about  teaching  as  a  public  trust;  pay  up  or  we'll 
shut  you  down. 

The  Kalkaska  shutdown  got  nationwide  publicity.  But 
Forbes  has  learned  that  it  was  little  more  than  a  union- 
orchestrated  stunt.  Kalkaska's  school  budget  was  not  out 
of  line  with  that  of  other  districts  in  the  region.  Its  main 
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Teaching  salaries  (am 
fringe  benefits,  not  showr 
but  worth  another  25%  after 
tax)  have  gone  up  since  unionization 
But  unions  may  not  deserve  the  credit 
Members  still  suffered  the  Carter  stag 
flation.  However,  SAT  scores,  a  proxy  f c 
the  best  students,  began  to  slump.  Am 
K-12  per  pupil  spending  (which  expert; 
argue  the  official  statistics  used  hen 
understate  by  some  25%,  for  example 
because  accounting  definitions  leave  ou 
college  remedial  courses)  continued  it' 
extraordinary  rise. 
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problem,  since  teachers1  compensation  makes  up  about 
65%  of  all  school  budgets:  a  contract  calling  for  6%  annual 
salary  increases  three  years  running.  This  in  a  poor  rural 
area  (average  income:  about  $22,000),  where  teachers 
(average  income:  about  $32,000)  are  already  among  the 
top  earners.  And  the  school  system  could  easily  have  made 
cuts,  for  example,  in  support  staff  or  busing.  Or  it  could 
have  followed  established  procedures  for  going  into  defi- 
cit. The  shutdown  expenses  amounted  to  $1.1  million. 
The  teachers'  retirement  scheme,  for  instance,  had  to  be 
fully  funded.  (The  teachers  themselves,  of  course,  are 
eligible  for  unemployment  benefits.)  But  the  union  had 
made  its  point  for  other  parents-taxpayers  who  might  be 
tempted  to  trifle  with  it. 

"We  coordinated  the  whole  thing  when  the  [shut- 
down] decision  was  made,"  boasts  Allan  Short,  chief 
lobbyist  for  the  Michigan  Education  Association.  "We 
rented  a  dish  and  set  it  up  there."  So  complete  was  the 
union  capture  of  Kalkaska's  school  board  that  an  editorial 
writer  from  the  Detroit  News,  which  has  watched  critically 
while  the  nea  displaced  the  United  Auto  Workers  as  the 
principal  power  in  Michigan  politics,  found  his  phone  call 
asking  for  the  board's  viewpoint  referred  to  the  local  nea 
office. 

Interviewed  in  the  nea's  breathtakingly  palatial  Wash- 
ington, D.C.  headquarters,  Keith  Geiger  tells  Forbes  that 
other  Michigan  school  districts  now  face  shutdowns — if 
their  voters  don't  cough  up  on  cue.  Which  is  why  the  nea 
fights  all  voucher  and  choice  proposals  that  might  allow 
students  to  "escape"  to  a  private  school.  They  are  needed 
as  hostages. 

The  2.1 -million -member  National  Education  Associa- 
tion— which  some  years  ago  passed  the  Teamsters  to 
become  the  country's  biggest  union — is  the  worm  in  the 


American  education  apple.  The  public  may  be  only  dimly 
aware  of  it,  but  the  union's  growing  power  has  exactly 
coincided  with  the  dismal  spectacle  of  rising  spending 
on  education  producing  deteriorating  results  (see  chart, 
pp.  72-3). 

"After  the  post  office,  schools  are  the  most  unionized 
activity  in  America,"  says  Lamar  Alexander,  who  as  U.S. 
Secretary  of  Education  and  governor  of  Tennessee  found 
his  reform  proposals  repeatedly  blocked  by  the  nea  and  its 
Tennessee  affiliate.  "They  collect  a  lot  of  money  in  dues, 
they  are  often  the  largest  lobby  in  the  state,  they  are  very, 
very  powerful.  .  .  .  Only  a  very  determined  governor  has 
the  influence  to  marshal  enough  power  to  overcome  [nea 
affiliate]  opposition." 

The  nea's  intense  commitment  to  partisan  politics, 
which  is  both  ideological  and  also  its  method  of  exerting 
influence,  is  widely  recognized.  NEA  Executive  Director 
Don  Cameron,  55,  has  described  it  as  "axiomatic."  Says 
William  J.  Bennett,  another  former  Secretary  of  Educa- 
tion: "You're  looking  at  the  absolute  heart  and  center  of 
the  Democratic  Party."  In  fact,  in  some  states  the  NEA 
affiliate  seems  virtually  to  have  become  the  Democratic 
Party.  Thus,  in  1990  Alabama,  where  some  40%  of  the 
legislature  were  teachers,  ex-teachers  or  teachers'  spouses, 
state  Education  Association  Executive  Secretary-Treasur- 
er Paul  Hubbert  won  the  Democratic  gubernatorial  nomi- 
nation, while  his  staffiwas  asked  to  raise  $20  per  member  tc 
finance  his  unsuccessful  general  election  campaign.  He  is 
preparing  to  run  again  in  1994. 

On  the  federal  level,  the  nea  endorsed  Clinton  in  July 
1992.  Later  that  month  almost  one  in  eight  delegates  tc 
the  Democratic  National  Convention  were  NEA  mem- 
bers— the  largest  single  bloc,  as  it  claims  has  been  the  case 
at  every  Democratic  convention  since  1976.  In  January 
1993  the  NEA  celebrated  its  victory  by  sending  poster! 
entitled  "Bill  Clinton's  and  Al  Gore's  Most  Excelleni 
Inaugural"  to  more  than  26,000  junior  high  and  middle 
schools. 

Also  fairly  well  known,  although  now  perhaps  lesj 
obvious  with  the  end  of  the  Cold  War,  is  the  nea's  streak  o 
left-wing  looneyism.  Unlike  a  decade  ago,  the  nucleai 
freeze  campaign  no  longer  operates  from  its  offices.  Bu 
the  NEA  remains  committed  to  the  radical  bromide  tha 
sweeping  social  reform  must  precede  any  real  educatior 
reform.  Blame  the  system,  not  the  teachers.  Thus  nej! 
Executive  Director  Don  Cameron  is  "chair"  of  the  Cente 
for  Policy  Alternatives,  the  liberal  think  tank  that  ha 
virtually  invented  the  latest  fashionable  idea  on  picking  th« 
public  pocket:  economically  targeted  investing  (ETI),  th« 
use  by  pension  funds  of  their  members'  money  for  politi 
cally  targeted  subsidies  to  various  liberal -favored  enter 
prises — and  their  indemnification  by  taxpayers  for  th< 
inevitable  losses. 

But  nea's  zealotry  still  shows  occasionally.  Thus,  imme 
diately  after  Clinton's  inauguration,  the  nea  demandec 
and  got  the  instant  firing  of  Tom  Tancredo,  Bush  Educa 
tion  Department  Denver  regional  representive,  in  reveng 
for  his  outspoken  public  support  for  educational  choice  ii 
Colorado.  Aid  last  year  the  NEA-affiliated  Californi 
Teachers  Association  used  unprecedented  tactics  to  dis 
rupt  the  effort  to  place  a  school  choice  initiative  on  th 
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From  left  to  right :"Carrick"  18K 
gold  and  steel  n  atch  with  green 
courchevel  calfskin  band,  $1,250; 
"Sellier"  18k  gold  and  steel  watch 
with  tobacco  ostrich  band,  $2,975; 
"Capitaine  Nemo"  18K  gold  and  steel 
watch  with  gold  and  steel  band, 
$1,975; "Clipper "gold-plated  and 
steel  watch  with  blue  lizard  band, 
$1,075;  Hermes  windbreaker,  $1,225 

Available  at  Hermes  stores: 
Beverly  Hills.  Boston.  Chicago, 
Dallas.  Honolulu.  Houston, 
New  York.  Palm  Beach.  San  Francisco, 
Toronto.  Washington,  D.C., 
and 

Boutiques  du  Monde  d'Hermes: 
Baltimore,  Chicago,  Costa  Mesa, 
Manhasset,  New  York,  Palo  Alto, 
Philadelphia.  Phoenix,  San  Diego, 
Short  Hills,  Troy,  Westport. 

For  further  information  or  the 
Hermes  store  nearest  you,  please 
call  1-800-441-4488,  ext.  4310. 


LUXURY  IS  HARD  TO  DEFINE 
BUT  YOU'LL  KNOW  IT  WHEN  YOU  SEE  IT 
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Whether  it's  by  virtue  of  elegance,  refinement,  com-     clearly  is  the  case  with  the  1993  Acura  Legend  Sedan  LS 
fort  or  spaciousness,  there  just  are  certain  things,  that  upon  Burled  walnut  trim  and  finely  stitched  leather  adol 

first  glance,  you  instantly  recognize  as  being  luxurious.  Such     the  Legend  cabin.  Whiie  the  Automatic  Climate  Control,  a 

©2993  Acura  Division  of  American  Honda  Motor  Co.,  Inc.  Acura  and  Legend  are  registered  trademarks  of  Honda  Motor  Co.,  Ltd.  Bose"  is  a  registered  trademark  of  Bose  Corporation.  Covered  by  pM 
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|/anced  Acura/Bose"'  Music  System  and  special  sound  insu-     textbook  illustration  of  a  luxury  automobile.  By  literally  any- 
I  on  make  it  an  environment  that  is  both  peaceful  and  quiet.       one's  definition  of  the  word.  Call  1-800-TO-ACURA  for  more 
Which  is  why  the  Acura  Legend  Sedan  stands  as  a      information  or  the  nearest  dealer.  PRECISION  CRAFTED  PERFORMANCE 


issued  and/or  pending.  Make  an  intelligent  decision.  Buckle  up. 


"I'D  LIKE  TO 
PUT  YOU  5,000  MILES 
CLOSER  TO  YOUR  NEXT 

FREE  TICKET.  AND 
WITH  NEW  MARRIOTT 
MILES"  I  CAN." 


Stay  with  us  and  watch  the  miles  build  up  on  American  Airlines®, 
British  Airways,  Continental,  Northwest,  TWA  and  USAir.  Add  5,000  miles 
for  every  5  stays-whether  you  fly  or  not.  To  join,  call  1-800-FOR-MILES. 

Harriott 

HOTELS  RESORTS  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOU" 


You  must  be  a  member  of  a  frequent  flyer  program  to  play.  Earn  500  frequent  flyer  miles  for  every  stay.  Plus,  2,500  miles  after  every  fifth  stay,  for  a  total  of  5.000  miles 
for  every  5  stays.  With  TWA  (international  hotels  only)  earn  up  to  7,500  miles  for  every  5  stays.  With  Continental,  earn  up  to  10.000  miles  for  every  5  stays.  Marriott 
Honored  Guest  Awards  points  will  not  be  awarded  for  Marriott  Miles  stays.  Marriott's  Courtyard.  Residenee  Inn.  and  Fairfield  Inn  hotels  do  not  partiripate  in  Marriott 
Miles.  To  earn  frequent  flyer  miles  in  Marriott  Miles,  check-in  must  occur  between  May  I,  1993  and  June  30.  1994.  ©1993  Marriott  Corp. 
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ballot — including  blocking  would-be  signators'  access  to 
the  petition  in  shopping  malls,  allegedly  sabotaging  the 
petition  with  fake  names  and  offering  a  signature-collect- 
ing firm  $400,000  to  decline  the  account.  (The  effort 
succeeded  in  winning  a  delay,  but  the  issue  will  be  on  the 
ballot  in  1994.)  The  justification  offered  at  the  1992  nea 
convention  by  CTA  President  D.A.  Weber  was  frankly 
totalitarian:  "There  are  some  proposals  that  are  so  evil  that 
they  should  never  even  be  presented  to  the  voters.  We  do 
not  believe,  for  example,  that  we  should  hold  an  election 
on  'empowering'  the  Ku  Klux  Klan.  And  we  would  not 
think  it's  'undemocratic'  to  oppose  voting  on  legalizing 
child  prostitution." 

It  takes  a  real  zealot  to  compare  those  who  oppose  raises 
for  schoolteachers  with  promoters  of  child  prostitution. 
But  that's  what  the  nea  thinks  about  allowing  you  to 
choose  your  children's  schools. 

"If  I  become  President,  you'll  be  my  partners.  I  won't 
forget  who  brought  me  to  the  White  House."  These 
words  were  spoken  by  Bill  Clinton  to  the  NEA  candidate 
screening  panel  in  December  1991,  according  to  press 
reports. 

Despite  its  power,  the  nea  receives  surprisingly  little 
attention  from  Washington's  huge  press  corps.  Forbes 
found  no  major  profiles  of  President  Geiger  and  Executive 
Director  Cameron  (who  apparently  like  it  that  way — they 
even  refuse  to  appear  in  Who's  Who  in  America). 

So  who  are  Bill  Clinton's  new  partners?  A  Forbes 
inspection  refines  the  general  view  in  several  ways: 


|  ■  The  nea  is  even  bigger,  more  centralized,  more  political - 
I  ly  influential  and  in  key  respects  nastier  than  is  realized. 
I  ■  Although  founded  as  a  professional  association  in  1857, 
the  NEA  was  totally  recast  as  a  labor  union  in  the  1960s, 
largely  by  a  little-known,  tightly  knit  clique  who  still 
control  it.  This  is  the  "Michigan  mafia,"  including  Terry 
Herndon,  Keith  Geiger  and  Don  Cameron,  who  all  began 
their  nea  careers  importing  labor  union  methods  into 
Michigan  schools.  The  modern  NEA  is  actually  a  new, 
radical  and  still-evolving  phenomenon  on  the  American 
scene.  Its  full  consequences  are  far  from  clear. 

■  Even  more  than  traditional  labor  unions,  the  NEA  is 
critically  dependent  on  legal  privileges  and  favorable 
public  policy.  The  result  is  a  weird  institutional  mutant: 
part  labor  union,  part  insurance  conglomerate  (of  all 
things),  part  self-perpetuating  staff  oligarchy.  And  part 
political  party — as  Edwin  Vieira,  a  former  law  professor 
and  consultant  for  the  National  Right  To  Work  Commit- 
tee, argued  in  a  1978  DcPaul  Law  Review  article.  Through 
its  collective  bargaining  power,  this  mutant  has  claimed 
privileged  access  to  public  policymaking.  It  could  well  be 
alien  to  American  constitutional  principles  of  equal  pro- 
tection and  republican  government. 

■  The  NEA's  rise  is  directly  linked  with  the  30-year  decline 
of  American  education  that  occurred  simultaneously — not 
just  in  terms  of  quality,  but  especially  in  terms  of  quantity: 
education's  crushing,  and  incessantly  cumulating,  cost. 

Far  more  than  other  unions,  the  nea  saturates  most  of 
the  nation.  Its  power  is  felt  almost  everywhere.  It  has  52 
state-level  affiliates  and  some  13,000  local-level  affiliates. 
In  each  community  these  may  appear  autonomous.  But  in 
fact  the  nea  plays  a  powerful  centralizing  role.  "Keith 
[Geiger]  personally  contacts  all  local  presidents  who  are  on 
strike,"  says  Beverly  Wolkow,  hired  by  Geiger  to  her 
current  position  of  Michigan  Education  Association  exec- 
utive director  in  1981.  And,  unusually  for  a  labor  union, 
the  organization  divides  authority  between  quickly  rotat- 
ed elected  teachers  and  school  employees,  such  as  the 
presidents,  and  permanent  professional  staff,  such  as 
executive  directors,  who  critics  say  tend  to  control  it. 

Any  teacher  joining  a  local  education  association,  the 
level  at  which  salaries  are  mostly  bargained,  also  involun- 
tarily joins  a  state  affiliate  and  the  national  organization, 
which  together  consume  most  of  the  strikingly  high 
membership  dues.  (Average:  about  $400  a  year — com- 
pared with  $99  for  the  independent  Missouri  State  Teach- 
ers Association.)  Imposing  a  single  "unified  dues"  pay- 
ment, thus  extracting  that  state  and  national  tribute 
automatically,  was  top  priority  for  the  1960s  union- 
builders.  It  was  not  achieved  without  controversy:  The 
Missouri  sta  eventually  seceded  from  the  nea  over 
the  issue. 

Regardless  of  its  needs,  NEA  dues  are  a  fixed  proportion 
of  the  average  teacher's  salary.  Thus,  just  as  real  estate 
agents  have  a  vested  interest  in  rising  property  prices,  so 
does  the  nea  have  a  direct  institutional  interest  in  teacher 
salary  increases.  In  1992-93  it  got  $96  per  member.  But 
the  nea's  dues  income  of  about  $165  million  was  only  a 
fraction  of  the  total  dues  collected  throughout  the  union 
structure.  Forbes  estimate:  an  impressive  $750  million. 

The  NEA's  centralizing  power  is  further  enhanced  by  its 
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partial  financial  support  and  effective  control  of  the  about 
1,500  "UniServ"  professionals,  at  least  one  in  every 
congressional  district.  Their  official  function:  to  assist 
locals  with  collective  bargaining.  But  they  also  constitute 
what  has  been  called  the  largest  field  army  of  paid  political 
organizers  and  lobbyists  in  the  U.S.,  dwarfing  the  forces  of 
the  Republican  and  Democratic  national  committees 
combined. 

In  theory  the  NEA  has  internal  democracy.  But  in 
practice  it  is  firmly  controlled  by  its  leadership — Geiger  is 
running  for  reelection  this  year  unopposed.  Democracy 
has  been  diluted  by  a  number  of  devices,  such  as  staggered 
terms  and  ethnic  and  gender  quota  plans.  NEA  members  do 
not  vote  directly  for  their  leaders,  but  instead  for  an 
obviously  unwieldy  8,600-member  Representative  As- 
sembly, which  in  turn  elects  key  officers.  Naturally,  the 
NEA  leadership  controls  the  union's  communication  or- 
gans. Although  Geiger  and  Cameron  insist  that  teacher 
turnout  in  NEA  elections  is  high,  others  say  apathy  rules. 

Which,  after  all,  would  explain  a  celebrated  NEA  conun- 
drum: how  the  union  can  be  so  left-wing  when  its  own 
figures  show  that  a  third  of  its  members  are  Republicans 
and  well  over  40%  voted  for  Ronald  Reagan — and,  in 
1988,  for  George  Bush. 

For  example,  regardless  of  what  its  members  may  or  may 
not  believe,  the  union  generally  opposes  any  effort  to  limit 
government  spending.  "Wherever  we  go,"  says  James 
Dale  Davidson,  chairman  of  the  National  Taxpayers 
Union,  which  has  been  conducting  a  state-by-state  battle 
for  a  federal  balanced  budget  amendment,  "the  NEA  is  our 
main  opponent." 

Aid  the  NEA  puts  more  than  is  generally  realized  of  its 
members'  money  where  its  leadership's  mouth  is.  Its 
Political  Action  Committee  raised  roughly  $6.5  million 
and  spent  $2.3  million  on  congressional  candidates  last 
year.  "The  balance,"  speculates  David  Denholm  of  the 
union-watching  Public  Service  Research  Foundation, 
"probably  goes  back  to  the  state  level  to  fight  things  like 
school  choice." 

But  the  state  and  local  education  associations  also  have 
PACs.  NEA  claims  it  doesn't  know  how  much  they  spend. 
Extrapolating  from  four  representative  states,  however, 
Forbes  was  able  to  make  a  conservative  estimate:  State  and 
local  spending  must  amount  at  least  to  a  staggering  $16 
million.  For  instance,  Indiana's  1  state  and  31  associated 
local  pacs  raised  almost  $700,000  from  their  41,000 
members  in  1990.  They  spent  just  under  $500,000. 

The  teachers  union  can  raise  money  more  easily  than  its 
political  rivals,  because  its  overhead  is  already  in  place,  pac 
money  is  usually  collected  right  along  with  dues,  often 
automatically  deducted  from  salaries  unless  members 
specifically  opt  out.  Aid  election  law  allows  the  union  to 
spend  without  limit  on  communicating  with  its  members, 
who  are  quite  numerous  enough  to  make  a  difference  in 
close  elections. 

Nor  does  the  union  have  to  report  "in-kind"  spending, 
such  as  volunteer  work.  Thus,  Deborah  Hawley,  campaign 
consultant  for  the  narrowly  defeated  pro-school-choice 
candidate  in  the  recent  Wisconsin  state  school  superinten- 
dent race,  says  her  office  received  reports  that  the  state  NEA 
affiliate  ordered  teachers  to  write  anti-choice  postcards  to 


a  minimum  number  of  acquaintances — and  to  bring  the 
postcards  into  union  headquarters,  so  that  their  compli- 
ance could  be  checked.  (The  NEA  affiliate  denies  it.) 

The  nastier  side  oflabor  unions,  particularly  Michigan 
labor  unions,  is  usually  ignored.  But  the  Springfield,  Va.- 
based  National  Right  to  Work  Committee,  the  leading 
opponent  of  union  power,  is  happy  to  provide  a  thick  file  of 
local  newspaper  clippings  on  teacher  union  harassment, 
vandalism  and  violence. 

"We  slipped  agency  shop  [compulsory  unionism] 
through  in  the  early  1970s,"  Michigan  Education  Associ- 
ation lobbyist  Al  Short  says  casually.  But  for  retired  Swartz 
Creek  teacher  Kay  Jackson,  who  didn't  want  to  join  any 
union,  it  was  anything  but  casual.  It  meant  over  a  decade  ol 
litigation  and  ostracism — even,  she  believes,  dead  cat* 
thrown  at  her  house  and  the  murder  of  her  pet  German 
shepherd.  Talking  to  Forbes  at  the  age  of  78,  some  24 
years  after  it  all  began,  she  bursts  into  tears  at  the  memory  IS 

And  it's  happening  today  to  John  Jenkins,  the  black  1$ 
Chicago  filmmaker  and  parent  who  is  the  plaintiff  in  the  ur 
Washington,  D.C. -based  Institute  for  Justice  public  inter-  m 
est  law  firm's  ingenious  suit  arguing  that  education  vouch- 
ers are  actually  required  by  Illinois'  constitution.  He  say?  Cl 
threatening  phone  calls  forced  him  to  move  his  family  to  z  w 
hotel.  They  only  stopped  after  extensive  publicity. 

How  did  the  NEA  achieve  such  extraordinary  economk 
and  political  power?  It's  the  result  of  a  sort  of  institutiona  fri 
accident,  as  with  pilots  before  airline  deregulation  or  tria  » 
lawyers  today  (Forbes,  Oct.  16, 1989).  From  an  economk  h 
point  of  view,  all  unions  are  legally  sanctioned  efforts  u  to 
monopolize  a  particular  labor  supply.  But  the  teacher: 
union  is  in  an  exceptional  position:  the  near-monopoh  i 
supplier  to  a  government-enforced  monopoly  consumer  eg 
In  effect,  it  has  been  awarded  the  equivalent  of  a  cable  T\  vut 
franchise — without  any  of  the  countervailing  regulation.  Pf 

Precisely  because  of  the  obvious  potential  for  abuse  ft 
even  labor  union  advocates  like  AFL-cio  President  Georgt  Sp 
Meany  and  Franklin  D.  Roosevelt  viewed  unionization  o 
the  public  sector  as  unthinkable.  But  this  abruptly  changec  " 
in  the  1960s.  In  return  for  labor  support,  Presiden 
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tat ,  Kennedy  issued  an  executive  order  allowing  collective 
bargaining  for  federal  employees.  Similar  developments 
occurred  at  the  state  level:  most  prominently,  collective 
d  i bargaining  for  New  York  City  teachers,  won  after  a  bitter 
;i-  struggle  by  rival  Al  Shanker's  apt  in  1961 .  Which  in  turn 
line  (enabled  militants  like  the  "Michigan  mafia"  to  transform 
eo  the  nea  from  what  Don  Cameron  derides  as  a  "tea  and 
a  crumpets"  professional  organization  (see  chart,  pp.  72-73). 

But  Cameron  is  far  from  deriding  the  nea's  status  as  a 
sw)  federally  chartered  corporation,  which  dates  from  its 
oil  professional  association  days.  This  rare  privilege,  shared  by 
jit  [Organizations  like  the  American  Red  Cross  but  by  no  other 
it)  labor  unions,  exempts  the  nea  from  property  taxes.  That 
|c(  could  be  saving  it  some  $2  million  a  year — a  lot  of 
it  crumpets. 

m     The  public  sector  unions  have  grown  at  exactly  the  point 

t  when  private  sector  unions  have  gone  into  decline.  In 
llin  1958  only  12%  of  the  public  sector  was  unionized;  by 
1992  it  was  37%.  By  contrast,  35%  of  the  private  sector  was 
ltn  unionized;  in  1992,  only  11%.  Some  40%  of  union 

t  members  are  now  in  the  public  sector. 
,, As  Rutgers  economist  Leo  Troy  argues  in  detail  in  his 
.vj  recent  book  The  New  Unionism  in  the  New  Society:  Public 

■  Sector  Unions  in  the  Redistributive  State  (George  Mason 
University  Press),  these  "new  unions"  are  fundamentally 
nnv  different  from  the  "old,"  private  sector  unions.  Their 

,  primary  weapon  is  political,  not  economic,  power.  They 
rtrjj  jse  it  to  redistribute  income  toward  government,  a  process 
10pv  Troy  calls  the  "new  socialism,"  and  to  insulate  themselves 
irtst  xom  the  key  factor  in  private  sector  union  decline: 
,.u  rompetition,  from  the  service  sector  and  from  overseas. 
.,„,,     But  even  among  "new"  unions,  the  NEA  is  in  a  privi- 
eged  position.  Like  all  public  sector  unions,  it  is  not 
;ubject  to  the  National  Labor  Relations  Act's  prohibition 
)f  union  encroachment  on  management  prerogatives. 
^  liere  are  state  restrictions.  But  teachers  unions  often 

r  :apture  school  managements  anyway.  The  minimal  barri- 
■0J  ;rs  are  easily  circumvented:  For  example,  Michigan  teach- 
'an?(  :rs  are  prohibited  from  running  in  the  school  district 

;  vhere  they  work.  But  they  run  in  districts  where  they  live. 


Teacher  strikes  are  illegal.  But  the  law  never  seems  to  be 
enforced. 

Unlike  federal  government  unions,  teachers  unions  are 
not  subject  to  Hatch  Act  restrictions  on  political  activity. 
Again,  there  are  state  restrictions.  But  they  don't  prevent 
classroom  atrocities:  Even  the  Washington  Posthzs  editori- 
alized three  times  recently  against  teachers  refusing  to 
write  college  recommendations  unless  the  students  and 
their  families  supported  aspects  of  the  union's  agenda. 

Without  its  legal  privileges,  the  nea's  power  melts  away. 
In  Texas,  a  right-to-work  state  where  teachers  cannot  be 
forced  to  join  the  NEA,  the  imposition  of  unified  dues 
caused  many  eventually  to  leave  for  Association  of  Texas 
Professional  Educators,  a  genuine  professional  association 
that  is  now  about  as  large.  And  Supreme  Court  rulings 
have  resulted  in  bitter  litigation  over  the  proportion  of 
dues  devoted  to  collective  bargaining  rather  than  to 
partisan  politics  and  other  activities — the  "fair  share" 
nonmembers  in  agency-shop  states  must  pay.  Horrifying 
precedent  for  the  NEA:  The  "fair  share"  determined  in 
the  case  of  the  Communications  Workers  of  America  was 
just  21%. 

The  nea  is  not  only  a  monopoly:  It  also  endeavors  to  be 
a  monopsony — a  monopoly  of  buyers.  Like  the  American 
Association  of  Retired  Persons  (Forbes,  Feb.  22, 1988),  it 
is  a  political  lobby  that  quietly  profits  from  marketing 
insurance  to  its  members.  But  the  teachers  union  can 
sometimes  suppress  competition. 

Federal  government  filings  show  that  the  nea  has  been 
receiving  about  $10  million  a  year,  30%  of  the  premium 
members  pay  for  NEA-marketed  Prudential  life  insurance. 
This  is,  in  effect,  the  nea's  very  high  rake-off  for  handling 
life  insurance,  through  a  complex  arrangement,  for  its 
trusting  members.  Additionally,  the  nea  gets  to  keep  part 
of  the  float.  (Other  services  to  members  also  bring  the  NEA 
a  further  $20-million-plus  a  year.  The  NEA  nonprofit 
subsidiary  involved  in  all  this  has  built  up  net  assets 
exceeding  $65  million.) 

All  of  which  casts  an  interesting  light  on  last  year's 
uproar  in  the  Washington,  D.C.  suburban  area  of  Fairfax 
County,  Va.  On  the  recommendation  of  an  NEA-influ- 
enced  employee  committee,  the  school  board  transferred 
teacher  health  insurance  business  from  Blue  Cross  &  Blue 
Shield  of  the  National  Capital  Area  to  Prudential.  Critics 
claimed  the  coverage  was  inferior  and  more  expensive. 
They  alleged  a  number  of  motives,  including  the  fact  that 
the  Prudential  Foundation  has  made  $300,000  in  dona- 
tions to  an  nea  foundation. 

nea  President  Keith  Geiger  felt  obliged  to  respond  to 
the  criticism  in  an  open  letter  to  school  employees  dated 
May  4,  1992.  Mysteriously,  despite  the  grant  and  the 
nea's  life  insurance  relationship  with  Prudential,  he 
claimed  that  "NEA  receives  no  money  or  other  financial 
benefit — in  the  form  of  an  exclusivity  fee  or  otherwise — 
from  the  Prudential  Insurance  Co." 

What's  going  on?  Critics  speculate  that  the  NEA  wants  to 
create  a  nationwide  health  monopsony  using  Prudential, 
paralleling  Prudential's  life  and  disability  business.  Geiger 
and  Cameron  deny  it. 

Forbes  tried  to  talk  to  Prudential  about  its  nea  relation- 
ship. But  it  never  got  back  to  us.  However,  we  know  the 
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NEA's  Don  Cameron;  MEA's  Beverly  Wolkow;  AFT's  Al  Shanker 
Two  NEA  lifers  and  their  longtime  rival. 


insurance  company  is  very  sensitive  to  labor  union  con- 
cerns. The  National  Right  to  Work  Committee  says  that 
during  the  construction  of  its  new  headquarters,  Pruden- 
tial, the  financier,  removed  its  name  from  the  work-in- 
progress  sign — apparently  because  of  union  protests. 

Still,  Geiger  and  Cameron's  Michigan  experience  might 
well  have  inspired  them.  The  state  is  the  home  of  the 
granddaddy  monopsony  of  teachers  union  insurance:  the 
Michigan  Education  Special  Sen  ices  Association  (Messa), 
a  200-plus-staff,  $370  million  (revenues)  subsidiary  of  the 
Michigan  Education  Association. 

Messa  sells  Blue  Cross  &  Blue  Shield  teacher  health 
insurance  to  school  districts.  "We  just  aim  to  break  even/' 
mi  \\s  Beverly  Wolkow  told  Forbes.  But  in  fact  Messa's 
1989-92  "surplus1'  totaled  about  $87  million.  Its  insur- 
ance costs  some  $1,000  more  per  head  than  the  state 
employee  health  plan.  But  who  cares?  The  cost  is  just 
bargained  into  contracts  under  the  threat  of  strikes  and 
passed  on  to  taxpayers. 

Critics  say  that  Messa  just  duplicates  Blue  Cross  &  Blue 
Shield's  administration,  adding  some  $27  million  in  oper- 
ating costs.  But  to  the  mea,  the  subsidiary  is  immensely 
valuable.  Apart  from  paying  the  mea  an  annual  fee  of  some 
$1.5  million,  Messa  buys  computer  and  other  services 
from  the  mea's  for-profit  Michigan  Education  Data  Net- 
work Association  (Medna)  at  a  cost  of  over  $8  million  in 
fiscal  1992.  Messa  may  well  be  subsidizing  the  MEA  in 
other  ways:  All  three  operations  are  so  integrated  that  they 
share  the  same  switchboard,  and  Messa  carries  mea  work- 
ers on  its  payroll. 

Messa,  in  turn,  strengthens  the  mea's  grip  on  Michi- 
gan's teachers.  "You  take  members  that  don't  believe  in 
collective  bargaining,  that  don't  believe  in  our  political 
ends,  but  you  talk  to  them  about  Messa,  they'll  stand  in  the 
middle  of  a  highway  to  defend  it,"  says  MEA  lobbyist  Al 
Short.  "That's  the  tie." 


Michigan  school  boards  know  that  any  threat  to  the! 
Messa  relationship  is  a  strike  issue  for  the  mea.  But  even  if  a 
school  board  can  escape,  its  ability  to  find  a  lower  bidder  is 
weakened  because  Messa  will  not  release  its  actuarial 
history.  There  appear  to  be  serious  legal  questions  about 
this  practice — and  about  whether  Messa  shares  risk  with 
Blue  Cross  &  Blue  Shield  (Wolkow  told  Forbes  it  does) 
and  is  therefore  itself  an  insurer,  subject  to  regulation. 

Then  there's  the  NEA's  intriguing  relationship  with! 
Horace  Mann  Educators  Corp.,  a  property /casualty  andl 
life  insurer  founded  in  1945  and  named  after  a  patron  saintl 
of  public  education,  which  specializes  in  marketing  tel 
educators.  According  to  former  NEA  executive  directorl 
Terry  Herndon — who  now  (surprise!)  runs  the  Wisconsin! 
NEA  affiliate's  insurance  arm — the  early  leadership  oi 
Horace  Mann  came  from  the  executive  directors  of  several 
nea  state  affiliates.  Some  affiliates  and  individuals  associat- 
ed with  them  owned  Horace  Mann  stock.  At  one  point  the 
NEA  iteslf  held  stock  options.  But,  Herndon  says,  he  lei 
them  lapse  because  he  considered  it  a  conflict  of  interest. 

Today  the  NEA  says  that  Horace  Mann  pays  it  $400,00C 
in  a  "fixed-fee"  agreement  in  return  for  "sponsoring' 
Horace  Mann  products  to  its  members.  However,  Horace 
Mann  says,  and  has  reported  to  the  Securities  &  Exchange 
Commission  in  its  Form  10-K,  that  it  "does  not  pay  NEA  ol 
any  affiliated  associations  any  consideration  in  exchange 
for  sponsorship,"  although  it  acknowledges  buying  adver 
tising  in  nea  publications.  Coincidentally,  Prudcntia 
Insurance  now  owns  some  13%  of  the  Horace  Mam 
common  stock. 

Horace  Mann  is  one  of  the  companies  that  has  at  variod 
times  provided  the  NEA  with  the  professional  liability 
insurance  it  offers  its  members.  Liability  is  a  real  concen 
for  teachers  because  of  the  increasing  threat  of  litigatioi 
from  parents  and  hungry  tort  lawyers.  The  nea  insurand 
program,  included  in  member  dues,  further  strengthen 
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the  union's  grip  on  teachers.  Significantly,  nonmembers 
who  pay  fair-share  dues  are  not  eligible. 

Lamar  Alexander,  as  governor  of  Tennessee,  proposed 
that  teachers'  liability  insurance  be  provided  by  the  state. 
To  his  astonishment,  the  NEA  opposed  him.  "They  were 
busy  spending  member  money  keeping  the  state  from 
paying  for  liability  insurance.  They  called  what  I  was  doing 
union  busting,"  he  says.  "They  consistently  advocate 
proposals  that  are  against  the  interest  of  their  members." 

The  NEA  is  a  political  science  textbook  case:  It  exempli- 
fies the  so-called  iron  law  of  oligarchy,  the  tendency  of 
membership  organizations  to  degenerate  from  democra- 
cies into  elite-driven  groups  serving  the  interests  of  their 
leaders.  Indeed,  one  of  the  most  powerful  NEA  leaders  has 
never  been  a  classroom  teacher  at  all:  longtime  general 
counsel  Robert  Chanin,  who  has  been  generously  allowed 
to  go  off  staff  to  work  from  a  major  labor  law  firm  and 
won't  reveal  his  income. 

For  all  the  union's  enthusiasm  for  redistributing  in- 
come, its  officials  pay  themselves  very  well.  Geiger  and 
Cameron's  salaries  and  other  payments  (totaling 
$214,000  and  $180,000,  respectively,  in  1991-92)  are 
deliberately  fairly  low  to  avoid  upsetting  teachers  (national 
average  salary:  $35,000).  But  this  is  deceptive:  The  union 
salary  pyramid  looks  distincdy  like  the  Michelin  Man. 
Many  Washington  staffers  earn  six  figures;  secretaries 
make  $40,000;  fringe  benefits,  said  to  be  the  most 
generous  in  Washington,  are  worth  another  35%.  At  the 
state  level,  Geiger  and  Cameron's  opposite  numbers  earn 
almost  as  much  as  they  do.  UniServ  operatives  in  the  field 
make  $50,000  to  $75,000,  with  extremely  generous 
contracts.  Not  surprisingly,  many  teachers  elected  to 
union  posts  eventually  join  the  permanent  staff. 

What  do  teachers  get  for  supporting  this  oligarchy?  A 
powerful  union  local  can  sometimes  extort  startling  sala- 
ries— in  Bucks  County,  Pa.,  for  example,  some  teachers  are 
earning  $80,000  and  lavish  benefits.  (For  a  180-day  year!) 
]tBut,  as  always  with  labor  unions,  it  is  less  clear  that  the  NEA 
jean  raise  overall  average  salaries  by  more  than  5%  or  10%, 
^compared  with  nonunion  teachers.  And  to  achieve  this,  of 
jjcourse,  it  must  insist  that  exceptional  teachers  forgo  the 
jfruits  of  their  individual  talents — in  the  form  of  merit 
Ipay — to  maintain  the  common  front. 

What  unions  can  do  is  impose  costs  on  the  schools  that 
(don't  necessarily  go  to  the  union  members.  One  1986 
iktudy  by  University  of  Oregon  researchers  showed  per- 
jrmpil  expenditures  in  unionized  districts  15%  higher  than 
In  nonunion  areas.  Myron  Lieberman,  a  former  teacher 
janion  leader  who  has  emerged  as  a  leading  free-market 
(malyst  of  education  at  the  age  of  74  ("I'm  a  slow 
: '(carrier"),  estimates  that  the  collective  bargaining  process 
tself  imposes  direct  and  indirect  costs  that  may  run  into 
ihe  billions  of  dollars. 

|  The  rise  of  teacher  unions  has  coincided  with  cost  and 
quality  deterioration  in  the  nation's  public  schools. 
jATiether  correlation  means  cause  is,  of  course,  disputed. 
i<Vhat  cannot  be  disputed  is  that  the  union  wields  increas- 
ing control  over  management  of  the  public  schools.  "The 
inions  are  most  successful  at  getting  control  of  the 
urriculum,"  says  University  of  Chicago  economist  Sam 
reltzman,  who  has  conducted  elaborate  econometric 


studies  of  the  impact  of  unionization.  "My  basic  finding," 
he  says,  "is  that  where  the  unions  get  a  toehold,  perfor- 
mance ultimately  deteriorates — sometimes  after  as  much 
as  a  decade." 

After  Bill  Clinton's  election  victory,  his  NEA  partner 
resembles  nothing  so  much  as  Leonid  Brezhnev's  Soviet 
Union  after  the  fall  of  South  Vietnam.  It  appears  every- 
where triumphant.  Its  political  organizers,  like  the  Red 
Army,  are  unmatched  and  undefeated.  It  even  has  its 
equivalent  of  Eurocommunism,  in  the  form  of  an  appar- 
endy  imminent  merger  with  the  long-hostile  aft.  And  it 
has  its  Brezhnev  doctrine:  Socialism,  in  the  form  of 
government  monopoly  schooling,  cannot  be  rolled  back 
anywhere. 

But,  like  Brezhnev's  Soviet  Union,  the  NEA  has  prob- 
lems. It  has  shown  it  can  defeat  choice  anywhere — but  it 
can  afford  to  lose  nowhere.  And  the  danger  is  growing. 
nea  itself  reports  that  according  to  the  new  Gallup  poll, 
over  two-thirds  of  the  American  people — 70% — now  sup- 
port the  idea  of  giving  parents  public  tax  dollars  to  send 
their  children  to  private  school.  In  last  year's  poll,  only  half 
the  American  people  supported  private-school  vouchers. 
"If  I  was  running  a  school  choice  referendum,"  says  the 
AFT's  Al  Shanker,  "it  would  win." 

(He  declined  to  tell  Forbes  how.  Myron  Lieberman 
suggests  one  essential:  Buy  off  the  incumbent  teachers, 
perhaps  with  guaranteed  benefits,  just  as  Margaret 
Thatcher  bought  off  union  member  opposition  to  priva- 
tizing nationalized  industries  with  stock  options.) 

Not  even  the  nea  can  fight  on  all  fronts  at  once. 
Increasingly,  however,  it  must  (see  map,  p.  84).  Thus  the 
National  Taxpayers  Union's  Jim  Davidson  has  a  simple 
counter  to  NEA  opposition:  "We  like  to  see  a  school  choice 
initiative  started.  That  distracts  them." 

It  works.  In  1990  the  Oregon  nea  affiliate  defeated  a 
state  choice  initiative.  But  a  property  tax  cap  initiative 


Education  author  Myron  Lieberman 
Ex-teacher  unionist  sees  light. 


;orbes  ■  June  7,  1993 


83 


National  Education  Association 


The  NEA's  embattled  empire 


School  choice  is  everywhere. 
Next  big  battle:  California,  1994. 


Vawan 


Recent  school  choice 
controversy 

1  Colorado   Vouchers  referendum 
defeated,  1992.  "Charter 
schools"  [limited  public  school 
choice]  pass,  1993. 

2  Wisconsin  State  begins  paying 
some  low-income  Milwaukee  stu- 
dents' private  school  fees,  1990. 

3  Vermont    1869  law  permitting 
some  towns  to  pay  private  school 
fees  expanded,  1990. 

4  Minnesota   Charter  schools 
approved,  1991. 

5  Iowa   Some  private  school  fee  tax 
deductibility,  1987. 

6  California   Voucher  plan  kept  off 
ballot,  charter  schools  approved, 
1992. 

7  Florida   Vouchers  defeated,  1992. 

8  Idaho   Voucher/tax  credits 
defeated,  1992. 

9  Illinois  Vouchers  defeated,  1993. 

10  Georgia   Charter  schools  pass, 
1993. 

11  New  Mexico   Charter  schools 
pass,  1993. 

12  Pennsylvania  Voucher; 
defeated,  1991. 

13  Oregon   Tuition  tax  credit  fails, 
1990. 

14  Arizona   Charter  schools, 
vouchers  fail,  1993. 


Maximum  union  power: 
agency  shop, 
collective  bargaining 

Significant 
union  power* 

Right  to  work,  no 
collective  bargaining 


Current  school  choice 
controversy 

1  California    Voucher  referendum 
due,  1994.  Lawsuit  challenges 
public  school  monopoly's 
constitutional  status. 

2  Massachusetts    Proposed  1994 
referendum  permitting  public 
funds  for  private  schools. 

3  Oregon   Possible  1994  voucher 
referendum. 

4  Colorado   Possible  voucher 
referendum. 

5  Pennsylvania  Voucher 
legislation  campaign. 

6  Illinois   Voucher  legislation 
campaign.  Lawsuit  challenges 
public  school  monopoly's 
constitutional  status. 

7  New  Jersey   Charter  school, 
voucher  legislation  campaigns. 

8  Connecticut   Voucher  legislation 
campaign. 

9  Arizona   Charter  schools,  voucher 
legislation  campaigns. 

10  South  Dakota    Possible  1994 
voucher  referendum. 


'These  states  have  different  combinations 
of  collective  bargaining  and/or 
other  union  privileges. 


passed.  This  year  the  NEA  affiliat 
defeated  the  school  choice  candidat 
in  Wisconsin.  But  Republicans  too 
control  of  the  State  Senate  for  the  fin 
time  in  two  decades. 

Above  all,  like  Brezhnev's  Sovic 
Union,  the  nka  has  chosen  to  commi 
itself  to  an  economic  system  that  can 
not  work.  Thus  Myron  Lieberman  i 
summarizing  his  public  education  c 
reer  in  a  forthcoming  book,  Publi 
Education:  An  Autopsy  (Harvar 
University  Press).  It  is  a  classic  an 
unanswerable  application  of  econon 
ic  concepts  to  education.  And 
concludes: 

"The  promarket  forces  have  on 
ineradicable  advantage  in  the  yeai 
ahead.  That  advantage  is  the  inhere] 
futility  of  conventional  schoc 
reform." 

As  long  as  schools  remain  a  goverr 
rhent  monopoly,  Lieberman  argue 
cost  and  quality  will  be  as  bad  as  co: 
and  quality  is  everywhere  else  undc 
socialism. 

Which,  after  all,  is  why  the  NEA 
Bill  Clinton — like  22%  of  NEA  teacl 
ers,  twice  the   national  average 
chooses  to  put  his  child  in  a  prival 
school. 
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Some  risks  are  clearly  visible.  Others  hide  from  sight. 

The  unexpected  is  the  one  thing  you  can 
always  expect. 

Suppose  that  overseas  political  upheaval  thins 
out  the  flow  of  a  raw  material  you  can't  do  without. 
That's  a  risk  Bankers  Trust  can  help  you  contain. 

Or  suppose  a  natural  disaster  cripples  your 
payments  system.  Again,  with  our  merchant  banking 
help,  that  risk  can  be  dealt  with. 

Like  every  financial  institution,  we  trade,  arrange 


financing,  close  deals.  But  everything  we  do  is  done  with 
an  eye  to  helping  you  profit  from  risk. 

Our  greatest  strength  is  putting  all  our  skills  to 
work  at  managing  every  kind  of  global  risk. 

Life  can  never  be  risk-free.  Leadership  isn't  built 
on  sure  things.  But  with  Bankers  Trust  behind  you,  you'll 
be  leading  from  unparalleled  strength. 

BBankersTrust 

LEAH     FROM  STRENGTH. 


What  busir 


With  a  little  imagination,  a  landfill  can  be  a  golf  course,  natu: 
preserve  and  source  of  electricity  for  12,000  people.  Our  Settler  s  L 


o  we 


have 


nment? 


m 


1  landfill  in  Geneva,  Illinois,  is  all      <g  Waste  Management,  Inc. 

i  1 L    ^-L  ■  a     j         .  i  •       i     _      j       „  A  WMX  Technologies  Company 

Jen  Ise  things.  And  anything  but  a  dump. 


Some  people  think  children  are  sent  to  school 
to  have  "educators"  mess  with  their  psyches, 
rather  than  train  their  intellects. 

Gender  benders 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


As  A  small  boy,  I  was  told  that  the 
Lord  put  everyone  and  everything  on 
this  earth  to  serve  some  purpose.  But 
it  was  hard  for  me  to  figure  out  what 
purpose  was  served  by  little  girls,  or 
how  my  life  would  be  missing  any- 
thing if  they  didn't  exist. 

After  all,  girls  didn't  roughhouse, 
or  throw  rocks,  or  play  ball,  or  do  any 
of  the  other  things  that  made  life 
enjoyable.  Besides,  they  dressed  fun- 
ny and  talked  differently. 

When  I  was  about  six  years 
old,  there  was  a  pretty  little  girl  who 
used  to  walk  by  my  house  around 
sundown.  When  she  passed  by,  she 
would  pat  me  on  the  back  and  say, 
"Hi,  Torn." 

Flustered  and  puzzled  by  her  ac- 
tions, I  was  told  that  it  just  meant  that 
she  liked  me.  Since  I  liked  her,  too,  I 
decided  to  slap  her  on  the  back  the 
next  time  she  passed  by. 

That  was  when  I  discovered  anoth- 
er difference  between  boys  and  girls. 
When  I  slapped  her  on  the  back,  she 
collapsed  like  a  house  of  cards,  got  up 
crying  and  ran  home.  She  never  spoke 
to  me  again. 

I  couldn't  understand  why  girls 
were  so  flimsy.  Often  I  think  that  I 
have  never  fully  recovered  from  this 
episode.  Decades  later,  when  I  was 
doing  research  in  a  library  in  Singa- 


pore, the  dainty  little  librarian  who 
was  showing  me  around  had  me 
scared  to  death  that  I  might  acciden- 
tally bump  into  her  and  that  she 
would  shatter  into  a  thousand  pieces 
before  my  eyes. 

The  first  girl  with  whom  I  had  any 
ongoing  relationship  (not  what  you 
think)  as  I  was  growing  up  was  a  girl 
named  Shirley,  whom  I  met  when  I 
was  twelve  years  old.  Shirley  was  very 
pretty  but — more  important  at  the 
time — she  was  a  tomboy. 

The  first  time  we  met,  Shirley  and  I 
put  on  boxing  gloves.  She  decked  me 
with  one  punch. 

Years  later,  when  Shirley  and  I  went 
out  together,  I  was  a  perfect  gentle- 
man. Our  dates  could  have  been 
filmed  and  the  movies  shown  in  Sun- 
day school.  I  like  to  think  that  this  was 
because  of  my  values,  but  cynics 
would  say  that  it  was  because  I 
remembered  her  punch. 

The  same  year  I  met  Shirley,  I  also 
became  part  of  a  little  group  that 
hung  out  together  at  school — three 
boys  and  two  girls.  One  day,  the 
three  of  us  guys  decided  to  vote 
secretly  on  which  of  the  girls  we 
considered  prettier  and  which  wre 
liked  better. 

This  secret  ballot  turned  out  not  to 
be  secret  at  all.  The  vote  was  unani- 
mous that  Lillian  was  prettier — and 
that  we  liked  Anna  better. 

Lillian  was  very  feminine,  while 
Anna  was  more  like  "one  of  the 
boys,1'  so  we  found  it  easier  to  relate 
to  Anna. 

The  point  of  all  this  is  that  boys 
growing  up  take  a  while  to  get  used  to 
girls.  It  is  even  possible  that  girls  think 
boys  take  some  getting  used  to. 

Not  all  boys  are  fortunate  enough 
to  meet  girls  who  are  easy  to  get  used 
to,  so  the  transition  may  be  slower  or 
more  awkward  for  them.  But,  some- 
how or  other,  the  transition  has  usu- 


ally been  made,  for  thousands  o 
years  now. 

According  to  our  modern  deej] 
thinkers,  all  these  differences  betweer 
the  sexes  are  due  to  "'society."  Iuj 
other  words,  as  with  so  many  othe 
social  problems,  there  wouldn't  be  ; 
problem  in  the  first  place  if  everyontl 
were  as  wise  and  noble  as  the  anoint 
ed — or  were  willing  to  let  the  anoint 
ed  take  charge  of  our  lives,  raise  oui 
consciousness  and  create  the  bravi 
new  unisex  world  of  the  future. 

Some  "educators"  recently  had 
"gender  bender"  day  at  school,  whei 
boys  were  encouraged  to  coml 
dressed  as  girls,  and  girls  as  boys.  Witl 
American  school  children  trailing  th> 
pack  in  international  tests,  we  appar 
ently  still  have  time  to  do  all  sorts  c 
cutesy-poo  things  like  this  in  ou 
schools.  Indeed,  the  unisex  crusade  i 
just  one  of  the  endless  nonacademi 
activities  with  which  our  schools  ar 
preoccupied. 

Much  as  I  hate  to  be  the  bearer  c 
shocking  news,  boys  and  girls  ar 
different.  Studies  show  them  to  b 
different  in  the  womb,  before  th 
malign  influence  of  "society"  begin; 
Recent  research  shows  that  parts  of 
woman's  brain  are  larger  than  thr 
corresponding  parts  of  a  man's  brair 

There  is  nothing  wrong  with  th 
fact  that  boys  and  girls  are  differed 
nor  is  it  clear  that  we  could  do  an> 
thing  about  it  anyway.  Nor  is 
strange  that  they  tend  to  go  the 
separate  ways  when  they  are  vei 
young,  though  of  course  they  have  t 
change  at  some  point  if  the  huma 
species  is  to  survive. 

The  inevitable  transition  may  h 
slow,  awkward,  or  even  painful  fc 
some,  but  usually  the  transition  do< 
get  made.  However,  that  transitio 
period  opens  up  a  window  of  oppo 
tunity  for  those  who  think  our  chi 
dren  are  sent  to  school  to  have  "edi 
cators"  mess  with  their  psyches,  rati 
er'than  train  their  intellects. 

Put  bluntly,  it  enables  propagai 
dists  to  seize  upon  adolescents'  trans 
tional  problems  of  getting  used  to  tlj 
opposite  sex  to  promote  the  notion  < 
homosexuality.  The  tragic  irony  of  2 
this  is  that  so-called  "sex  education 
programs  that  do  this  are  often  sold 
a  way  of  fighting  aids,  when  in  fa 
they  may  well  increase  the  dangers  ol 
lifestyle  that  spreads  it.  ■ 
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The  1993  Buick 

Roadmaster  Sedan 
meets  the  1997 

federal  side-impact 
standard— four 

years  in  advance. 

By  1997,  all  automobiles  will 
be  required  to  meet  a  new 
federal  safety  standard  for 
side-impact  collisions.  But  you 
don't  have  to  wait  four  years  to 
have  the  assurance  of  a  safer 
automobile.  You  can  have  it 
now. 

Safety 

The  1993  Buick  Roadmaster 
Sedan  meets  the  1997  federal 


safety  standard  today, 
four  years  in  advance. 
With  a  standard  driver 
air  bag,  anti-lock 
brakes  and  a  full- 
perimeter  frame,  the 
Roadmaster  Sedan  is 
a  very  safe  car  to  drive. 


Luxury 


Safety  isn't  the  only 
impressive  feature  on  this 
luxury  automobile.  With 
its  patented  DynaRide® 
suspension  system,  the 
Roadmaster  Sedan  can  handle 


the  road  with  comfort,  style  and 
elegance. 

Commitment 

Buick  is  committed  to 
producing  a  safer  luxury 
automobile.  So  to  see  what  the 
future  has  to  offer,  take  a  test 
drive  at  your  local  Buick  dealer 
today. 


Freeze  frame  of  actual  side-impact  safety  test 

Or  call  l-800-4A-Buick  for 
more  details  and  information. 
The  future  is  only  a  test  drive 
away. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


1993  Roadmaster  Limited  Sedan 


qm  I®  ©1993  GM  Corp.  All  rights  reserved. 

I  Roadmaster  is  a  registered  trademark  of  GM  Corp 
Buckle  up,  America! 


"The  Americans  are  crazy,"  roars  Rolf  Dahlems,  man- 
ager of  German  consultants  Ward  Howell  Unternehmens- 
berater.  "No  executive  is  so  good  that  he  can  justify  these 
aims." 

Ever)'  time  Forbes  and  other  publications  publish  lists 
of  U.S.  executive  compensation  (May  24),  pundits  and 
nedia  naifs  around  the  globe  take  their  cheap  shots  about 
low  much  more  selfless  and  abstemious  chief  executives 
ire  in  other  parts  of  the  world.  Last  year  Japan's  influential 
Yomiuri  newspaper  ran  a  cartoon  depicting  a  Detroit- 
nade  car  heading  downhill,  weighed  3 
lown  with  overpaid  U.S.  auto  executives. 
The  Japanese  car  was  portrayed  racing 
martly  uphill,  transporting  Japan's 
ighter,  modestly  paid  auto  executives, 
[raking  the  bait,  a  recent  issue  of  Business 
Week  declared:  "Disparities  in  American 
nd  Japanese  pay  are  stunning." 

Not  so  fast,  folks.  The  disparities  aren't 
.  hat  they  seem. 

Joining  forces  with  our  sister  publica- 
tons  in  Germany  (! Forbes  von  Burda)  and 
h  Japan  (Forbes  Nibonban),  we  did  some 
Issearch.  It  wasn't  easy.  Outside  the  U.S.  there  is  not  much 
fublic  disclosure  of  executive  compensation;  and  what 
jisclosure  there  is  throws  only  a  murky  light  on  the 
*  abject.  So  we  turned  to  tax  filings,  corporate  footnotes 
and  several  score  of  interviews  with  local  business  people, 
leadhunters  and  compensation  consultants. 
1  We  began  by  calculating  the  cash  compensation — salary 
Slus  bonus — of  the  highest-paid  chief  executives  of  public - 
r  traded  companies  in  the  U.S.;  for  Japan  and  Germany, 
fe  used  a  sampling  of  highly  paid  chiefs.  At  this  level, 
'tiere's  no  question:  U.S.  bosses  earn  more.  According  to 
ur  calculations,  the  20  best-paid  U.S.  executives  earned 
j in  average  $4.8  million  in  cash  salary  and  bonus  in  1992, 
fersus  an  estimated  $1.8  million  in  Germany  and  an 
fltirnated  $530,000  in  Japan. 

?»!  However,  as  we  soon  discovered,  these  are  not  apple 
*Ersus  apple  comparisons  but  asparagus  versus  bananas, 
jpiach  country  has  a  different  system,"  concedes  64-year  - 
d  Fumio  Sato,  the  mild-mannered  president  of  Japan's 
shiba  Corp.  "I  don't  think  the 
ary  gap  [between  U.S.  and  Japa- 
se  bosses]  is  so  strange." 
In  the  U.S.,  executives  tend  to  take 
eir  salary  right  up  front — where  it  is 
:posed  to  income  and  social  security 
xes.  But  in  France,  for  example, 
arginal  tax  rates  and  social  security 
;ductions  can  equal  65%  of  a  senior 
ecutive's  cash  compensation.  No 
rprise,  then,  that  in  countries  with 
gh  tax  rates,  companies  throw  in 
its  of  nontaxable  compensation. 
How?  One  way  is  by  paying  the 
me  executive  several  salaries,  one  for 
te  home  country,  for  example,  and 
hers  from  subsidiaries  outside  the 
pme  country.  Alone  among  major 
dustrial  countries,  the  U.S.  taxes  all 


of  an  American  citizen's  income,  no  matter  where  earned. 
Other  countries  tax  income  earned  within  their  borders. 
Thus  a  German  chief  executive  may  receive  one  publicly 
reported  paycheck,  another  ends  up — perfectly  legally — in 
a  foreign  bank  account.  Odile  Ledesert,  consultant  at 
Towers  Perrin  in  Paris,  says  circumspectly,  "We  wouldn't 
learn  about  bonuses  paid  in  Switzerland  or  the  Bahamas." 
Horst  B  rocker,  of  headhu liters  Egon  Ze under  Interna- 
tional GmbH  in  Munich,  makes  an  educated  guess: 
"There  is  strong  indication  that  maybe  20%  of  the  salary 
[of  a  German  chief  executive  with  foreign 
duties]  is  paid  abroad." 

Suppose  a  German  boss  earns  a  20% 
split-salary  bonus  on  a  $1.5  million  base. 
Assuming  that  a  $300,000  bonus  would 
probably  escape  most  taxation,  it's  worth 
$640,000  in  pretax  dollars,  given  Ger- 
many's high  income  tax  rates. 

"With  [marginal]  personal  income  tax 
rates  at  53%  in  Germany,  there  is  little 
incentive  for  increases  in  cash,"  says 
Thierry  Hamon,  partner  at  Wyatt  Co.  in 
Diisseldorf. 

There  are  other  hidden  payments  to  European  execu- 
tives. German  chief  executives  are  usually  given  some  kind 
of  housing  allowance  and  are  often  provided  with  house- 
hold help.  Value  to  the  executive  of  a  typical  housing 
allowance  and  maid:  up  to  $130,000  in  pretax  money 
terms,  if  structured  properly. 

A  1991  court  case  in  Stuttgart  revealed  that  a  German 
chief  executive  was  allowed  to  charge  against  the  company 
$300,000  in  plane  fares  to  his  summer  home  in  Majorca. 
He  was  also  allowed  to  charge  his  employer  for  some  of  the 
villa's  renovation,  ostensibly  for  "security"  reasons. 

Over  coffee  and  chocolate  biscuits  in  a  chrome-and- 
leather  conference  room,  a  German  pay  consultant  tells 
Forbes  about  a  local  chief  executive  who,  for  a  limited 
period,  was  given  a  company  credit  card  without  limit  for 
his  personal  use. 

German  chief  executives  enjoy  a  special  bonus — a  net- 
work of  external  board  directorships.  We  are  talking  about 
serious  money.  It  is  not  uncommon  for  executives  like 
Hilmar  Kopper  of  the  Deutsche  Bank 
or  Wolfgang  Roller  of  the  Dresdner 
Bank  to  supplement  an  official  cash 
salary  and  bonus  in  the  region  of  $  1 . 5 
million  with  another  $350,000  or  so 
in  directorship  fees. 

Take  the  value  of  housing  allow- 
ance, a  fistful  of  vacation  tickets  and 
other  company-paid  expenses,  plus  a 
complement  of  directorships.  Add 
these  to  the  $1.8  million  base  earned 
by  the  well-paid  German  boss.  It  all 
adds  up  to  the  aftertax  equivalent  of 
around  $2.7  million — half  again  as 
much  as  was  reported. 

Japan?  As  in  Germany,  there  are 
some  discreet — and  valuable — forms 
of  untaxed  compensation  in  Japan, 
where  the  top  tax  rate  rises  to  about 
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Global  pay 


The  U.S.:  No  guesswork  here 


Company/industry 

Chief  executive 

Salary 

Company 

+  bonus 

revenues 

($000) 

($mil) 

Bear  Stearns  Cos/financial  services 

Alan  C  Greenberg 

$15,832 

$2,617 

Walt  Disney/travel 

Michael  D  Eisner 

7,459 

7,959 

Toys  'R'  Us/retailing 

Charles  Lazarus 

7,025 

7,169 

Reliance  Group/insurance 

Saul  P  Steinberg 

5,835 

3,472 

Conseco/insurance 

Stephen  t  Hubert 

C   A  OH 

l,b2o 

Loral/aerospace  &  defense 

Bernard  L  Schwartz 

5,233 

3,155 

Merrill  Lynch/financial  services 

Daniel  PTully 

5,200 

13,428 

First  Financial  Mgmt/business  services  &  supplies 

Patrick  H  Thomas 

4,746 

1,405 

PaineWebber  Group/financial  services 

Donald  B  Marron 

4,600 

3,364 

Paramount  Commun/entertainment  &  information 

Martin  S  Davis 

3,646 

4,138 

Time  Warner/entertainment  &  information 

Gerald  M  Levin 

3,550 

13,070 

Fruit  of  the  Loom/consumer  nondurables 

William  Farley 

3,500 

1,855 

General  Electric/aerospace  &  defense 

John  F  Welch  Jr 

3,500 

57,073 

Morgan  Stanley/financial  services 

Richard  B  Fisher 

3,338 

7,382 

Coca-Cola/food,  drink  &  tobacco 

Roberto  C  Goizueta 

3,201 

13,074 

Charles  Schwab/financial  services 

Charles  R  Schwab 

3,166 

909 

IBP/food,  drink  &  tobacco 

Robert  L  Peterson 

3,075 

11,128 

US  Healthcare/health 

Leonard  Abramson 

2,905 

2,129 

Archer  Daniels/food,  drink  &  tobacco 

Dwayne  0  Andreas 

2,779 

9,555 

Occidental  Petroleum/energy 

Ray  R  Irani 

2,772 

8,494 

'Prior-year  data. 


American  chief 
executives  are 
often  criticized 
for  making  too 
much,  but  the 
U.S.  is  the  only 
country  that  re- 
quires detailed  di 
closure  of  exec- 
utive pay,  stock 
transactions  and 
fringe  benefits. 
The  data  for 
these  20  best-pa  i 
U.S.  CEOs  (based 
on  salary  and  bo- 
nus) come  from 
publicly  filed  pro 
ies.  While  these 
20  executives  av 
eraged  $4.8  mil- 
lion in  salary  and 
bonus,  the  aver- 
age head  of  a  bid 
U.S.  corporation 
made  only 
$2.7  million. 


65%  after  income  exceeds  just  $180,000. 

Entertaining  clients  is  a  big  perk  in  Japan;  in  a  1988 
survey,  American  Express  found  that  Japanese  firms  spent 
three  times  more  on  entertainment  than  did  U.S.  firms. 
Top  Japanese  executives  are  entertained  by  geisha  in 
private  tatami  rooms  overlooking  bamboo  gardens  at 
Kanetanaka,  an  elite  Tokyo  establishment.  Cost:  around 
$700  a  person.  Yes,  U.S.  executives  have  big  expense 
accounts,  but  they  are  not  as  big  as  in  Japan. 

Japanese  chief  executives  may  be  enriched  by  "■gift" 
giving,  an  act  that  is  ingrained  in  Japanese  culture.  Corpo- 
rate golf  club  memberships  are  popular  Japanese  perks. 
Toshiba's  Sato  has  two  company-paid  golf  memberships. 
According  to  the  editor  of  a  Japanese  golf  magazine,  a 
member  at  a  high-class  golf  club  can  shell  out  $1,600  to 
$1,800  to  entertain  three  guests  with  a  round  of  golf  plus 


food  and  drink. 

Every  country  has  its  favorite 
perks.  French  bosses  often  get 
first-rate  chefs,  British  executives 
cars  with  drivers  for  private  use.  So 
prevalent  is  the  car  perk — even 
with  middle  managers — that  over 
60%  of  all  new  cars  in  Britain  are 
bought  by  businesses.  "It  can  hap- 
pen a  chief  executive  has  a  Jaguar 
with  driver,  and  a  BMW  for  himself, 
all  paid  by  the  company,"  says 
Andrew  Christie,  a  director  at  No- 
ble Lowndes  &  Partners  Ltd. 

In  Hong  Kong,  top  executives  at 
the  largest  firms  nominally  earn 
between  $400,000  and  $700,000  in  cash.  But  add  to  tl 
a  generous  housing  allowance,  several  club  membershi 
children's  education,  maids,  car  and  driver,  and  subside 
loans.  With  all  the  add-ons,  the  executive's  pretax  co 
pensation  package  could  easily  be  worth  $1  million.  A 
note  this:  In  Hong  Kong  the  top  tax  rate  is  just  15%.  O 
$700,000  salary  a  Hong  Kong  executive  takes  ho 
almost  $600,000.  An  American  counterpart  would  nc 
$1  million  to  do  as  well  after  taxes. 

Now  here's  a  surprise:  In  1992  Towers  Perrin  rani 
global  executive  pay  based  on  the  pay  package's 
purchasing  power.  Its  conclusion:  Mexican  and  Brazil 
chief  executives  were  the  best  paid  in  the  world,  earnin 
third  more  than  U.S.  executives.  The  firm  says  currei 
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magine  a  faster  way  to  help  you  e 


Put  an  awesome  force 
to  work  for  your  business. 
There's  speed  for  you  to  succeed 
with  Digital's  PCs. 
So  swift,  so  powerful  that  the 
DECpc,M433dx  LP  personal  computer 
was  named  "...the  overall  winner" 
in  rigorous  testing  by  PC  Week  Labs. 


Its  local  bus  video  with  GUI  acceleration 


can  really  make  your  Windows™ fly. 
Never  before  has  so  much  power 
been  so  affordable,  so  expandable 


ur  stripes. 


and  so  very  easy  to  use. 
Now  imagine  how  fast  a  PC  from  Digital 
can  help  your  business  move. 


For  more  information, 


talk  to  the  people  at  Digital.  Call 


1-800-DI 


TheDECpc 
433dxLP/33MHz 


PUTTING  IMAGINATION  TO  W 


Global  pay 


Germany:  Splitting  the  pot 


Company/industry 

^meT  executive 

Estimated  range 

uufiipdiiy 

salary  plus  bonus1 

revenues 

OUUUJ 

($mil) 

Bertelsmann/media 

Mark  Wossner 

$2,505 

$3,854 

$10,217 

Deutsche  Vermogensberatungs  /financial  svcs 

Reinfried  Pohl 

2,349 

3,614 

413 

Hugo  Boss/fashion 

Uwe  Holy2 

2,046 

3,148 

608 

BMW/auto 

Eberhard  v.  Kuenheim3 

1  Oil 

1 ,81 1 

O  "70"7 

20,004 

MLP/financial  svcs 

Manfred  Lautenschlager 

l.fab/ 

o  ecu. 

72 

Daimler-Benz/auto 

Edzard  Reuter 

1,573 

2,419 

63,106 

Axel  Springer/media 

Gunter  Wille 

1,399 

2,152 

2,357 

Thyssen/conglomerate 

Heinz  Kriwet 

1,366 

2,102 

22,896 

Krones/machine  tools 

Hermann  Kronseder 

1 ,0D0 

2,081 

596 

Kaufhof/retail 

Jens  Odewald 

1  OCH 

i  ,yo8 

13,089 

Tschibo/branded  foods 

Peter  Miebach 

1,231 

1,894 

6,142 

Deutsche  Bank/bank 

Hilmar  Kopper 

1,229 

1,890 

26,695 

Mannesmann/conglomerate 

Werner  H  Dieter 

1,183 

1,820 

17,943 

Biilow/construction 

Horst  Bulow 

1,182 

1,819 

129 

Puma/sport  apparel 

Stefan  Jacobsson4 

1,135 

1,746 

369 

Dresdner  Bank/banking 

Wolfgang  Roller 

1,062 

1,634 

16,276 

Bayer/chemicals 

Manfred  Schneider 

1,061 

1,632 

26,379 

Arag  Allgemeine  Versicherungs/insurance 

Michael  M  Benninghaus 

1,031 

1,587 

145 

Veba/energy 

Klaus  Piltz5 

1,016 

1,564 

41,891 

RWE/electric  utility 

Friedhelm  Gieske 

999 

1,537 

33,130 

In  Germany,  pub- 
lic firms  report 
only  total  cash 
compensation  pah 
the  executive 
board,  so  we  esti- 
mated salaries 
in  a  range  repre- 
senting a  30%  to 
100%  premium  to 
what  each  board 
member  would  be 
paid  if  compen- 
sation were  divid- 
ed by  the  number 
of  members. 


Note:  Based  on  year-end  1992  average  exchange  rate  of  1.56  marks  to  the  dollar.  'Range  estimates  for  salaries  based  on  study  by  The  Wyatt  Co.  in 
Dusseldorf ,  which  found  that  German  chief  executives  consistently  made  30%  to  100%  more  than  the  average  board  member.  Succeeded  by  Peter 
Littmann.  Salary  estimates  are  net  of  one-time  special  payments.  Succeeded  by  Bernd  Pischetsrieder.  "Succeeded  by  Jochen  Zeitz.  Succeeded  by 
Ulrich  Hartmann.    Sources:  The  Wyatt  Co.  (Germany);  '.Forbes  von  Burda. 


changes  since  1992  have 
no  doubt  changed  die 
picture,  but  still  it  gives 
you  an  idea  of  how  hard 
these  packages  are  to 
compare.  The  typical  Lat- 
in American  executive 
compensation  package — 
estimated  at  $750,000- 
plus  a  year,  with  perks — 
includes  chauffeurs  and 
bodyguards,  and  an  annual  company-paid  overseas  trip  for 
the  chief  executive  and  his  family.  And  the  package  is 
getting  sweeter,  "("ash  compensation  paid  to  chief  execu- 
tives in  Latin  America  is  rising  faster  than  in  the  U.S.,"  says 
Robert  Coscarello,  managing  director  of  Latin  America  at 
l  owers  Pcrrin. 

Yes,  U.S.  chief  executives  are  handsomely  paid  for  the 
most  part,  but  t  he  pay  scales  are  not  as  out  of  line  with  the 
rest  of  the  world  as  the  published  figures  suggest.  Where 
U.S.  executive  awards  fly  right  off  the  charts  is  with  stock 
options.  But,  where  honestly  given,  these  are  rewards  for 
accomplishment,  not  an  automatic  payoff. 

In  1992  Thomas  Frist  of  hca  Hospital  Corp.  of  America 
earned  $  126  million  exercising  his  stock  options;  Primeri- 
ca's  Sanford  Weill,  $64  million.  It  is  these  dramatic 
w  indlalls  at  the  top  of  the  pay  pyramid  that  skew  the 
averages.  The  real  story  is  more  mundane.  Forbks  calcu- 
lated that  the  800  top  U.S.  executives  on  average  earned 


$1.2  million  exercising  options  in  1992. 

The  Ronald  Reagan  bull  market  of  the  1980s 
deceived  many  people  into  thinking  that  stock  opti 
were  a  giveaway.  They  are  not.  In  the  bear  markets  oft! 
1970s,  options  often  expired  worthless.  And  their  value 
the  1990s  is  unlikely  to  equal  that  of  the  1980s. 

Misleading,  too,  is  the  media  habit  of  presenting  sto< 
market  gains  as  income  earned  in  one  year.  Although  Fri 
liquidated  most  of  his  options  after  the  firm  went  public 
1992,  the  options  were  earned  over  his  25  years  with  tl 
firm,  8  years  as  chief  executive.  The  gains,  therefor 
should  also  be  prorated  over  the  life  of  his  leadership 

The  option  system  must  have  merit.  British,  Canadia 
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One  Rockwell  customer  wants  a  tiny 
Another  wants  the  moon. 


chip. 


Seventy-five  percent  of  the  world's  fax  machines 
communicate  with  Rockwell  modems. 


Every  major  airline  in  the  world  flies 
with  Collins  avionics  from  Rockwell. 


Three  out  of  four  new  heavy-duty  trucks 
rely  on  Rockwell  components. 


The  most  influential  papers  in  over  100  countries 
are  printed  on  Goss  presses  from  Rockwell. 


Our  Allen-Bradley  controls  make  Rockwell 
a  world  leader  in  plant  floor  automation. 

Rockwell  customers  are  diverse.  But 
the  results  we  achieve  in  each  of  our  mar- 
kets are  remarkably  similar. 

A  restless  dissatisfaction  with  the 
status  quo  drives  Rockwell  people  to  excel 
in  everything  they  do.  By  anticipating  cus- 
tomer needs  and  delivering  the  highest 
levels  of  quality  and  value. 

Whether  it's  saving  NASA  more  than  20 
percent  on  Space  Shuttle  operations  and 
main  engines  by  applying  Continuous 
Process  Improvement  practices.  Delivering 
a  complex  truck-hood  assembly  in  half  the 


For  more  than  two  decades,  Rockwell 
has  been  NASA's  number  one  contractor. 

time  by  employing  simultaneous 
engineering.  Working  directly  with  custo- 
mers to  design  and  build  a  newspaper 
press  that  helps  make  them  more  compet- 
itive through  greater  flexibility  in  the  use 
of  color.  Or  supplying  faster,  smaller  and 
less  costly  modems  through  advanced 
design  and  manufacturing  processes. 

Today  Rockwell  is  a  leader  in  its 
Electronics,  Aerospace,  Automotive  and 
Graphics  markets.  A  position  earned  by 
responding  to  our  customers— no  matter 
how  far-reaching  their  needs  may  be. 


Rockwell  International 


ELECTRONICS  /  AEROSPACE 


AUTOMOTIVE  /  GRAPHICS 


Global  pay 


Japan:  Curtains  of  secrecy 


Company/industry 

President 

Estimated 

Company 

salary  + 

revenues 

bonus 

($mil) 

($000) 

Matsushita  Electric  Ind/consumer  electronics 

Akio  Tanii' 

$DO,ODO 

Nissan  Motor/auto 

Yutaka  Kume^ 

82  d 

50,705 

Toshiba/consumer  electronics 

Joichi  Aoi3 

795 

3/, 309 

Asahi  Breweries/beverages 

Hirotaro  Higuchi4 

C*A  0 

7  0  1  R 

Ajinomoto/food,  household  products 

Tadasu  Toba 

586 

5,351 

Daito  Trust  Construction/construction 

Katsumi  Tada 

450 

i  rot 

1,636 

Nintendo/entertainment 

Hiroshi  Yamauchi 

A  A  3 
44o 

A  A  "3Q 

4,4oy 

Hcnda  Motor/auto 

Nobuhiko  Kawamoto 

o4,byo 

Oji  Paper/paper 

Kazuo  Chiba 

A  0£ 

4<:D 

Aoyama  Trading/apparel  stores 

Goro  Aoyama 

403 

922 

Taisei/construction 

Yasuo  Satomi 

030 

10, UZ/ 

Kirin  Brewery/beverages 

Hideyo  Motoyama6 

OCT 

000 

lZ.Uoo 

Toyota  Motor/auto 

Tatsuro  Toyoda 

OC  1 

obi 

OA  OQQ 

Hitachi/computers,  electronics 

Tsutomu  Kanai 

ODD 

01,001 

odnien  rnarmaccuucai/urugb 

Takal/a7ii  Mnnta 
1  al\al\a£U  IVIUIILa 

344 

OH  / 

Obayashi/construction 

Takao  Tsumuro 

340 

12,156 

Tokyo  Gas/gas  utility 

Kunio  Anzai 

337 

6,508 

Nippon  Oil/petroleum 

Hidejiro  Ohsawa 

329 

22,324 

Dai-ichi  Housing  Loan/financial  services 

Yasuro  Yamanaka 

323 

1,308 

Sony/consumer  electronics 

Norio  Ohga 

314 

30,934 

Note:  Based  on  year-end  1992  average  exchange  rate  of  126.5  yen  to  the  dollar.  'Succeeded  by  Yoichi  Morishita.  Succeeded  by  Yoshifumi 
Tsuji.  Succeeded  by  Fumio  Sato.  "Succeeded  by  Yuzo  Seto.  5Salary  estimated  for  position  of  vice  president.  Succeeded  by  Keisaku  Manabe. 
Sources:  Forbes  Nihonban;  The  Wyatt  Co.  (Japan). 


Although  some 
Japanese  firms  re 
port  the  total  sal- 
ary and  bonus  paii 
to  their  execu 
tive  board,  compa 
nies  are  legally 
bound  to  list  only 
the  board's  total 
bonus  amount.  Th 
salary  estimates 
at  left  are  based  o 
data  from  vague 
documents  kept  a 
the  Japanese 
Ministry  of  Justic 
tax  records 
(which  may  also 
include  income 
earned  outside 
the  company), 
projections  from 
Wyatt  Co.,  and, 
frankly,  educated 
guesswork. 
These  figures  do 
not  reflect  fringe 
benefits. 


French  and  Swiss  compa- 
nies have  begun  distribut- 
ing options,  though  their 
value  remains  shrouded  in 
mystery.  Other  countries 
will  follow,  because  stock, 
options  are  hard  to  beat  as  a  performance-related  bonus. 

Perhaps  it  was  inevitable  Americans  would  pioneer 
stock  options,  since  options  can  make  an  ordinary  person 
rich,  and  getting  rich  is  part  of  the  American  dream. 
Abroad,  money  traditionally  has  been  less  important  than 
prestige.  So  foreign  chief  executives  have  been  showered 
with  far  more  prestige  than  most  of  their  U.S.  counter- 
parts. "In  Japan,  status  is  a  major  driver,"  says  Gerald  W. 
Williams,  general  manager  of  Towers  Perrin's  Tokyo 
office.  The  Japanese  boss  of  a  powerful  company  can  have  a 
significant  impact  on  government  poli- 
cy, as  can  his  European  counterpart. 

"So  much  of  the  pay  in  Europe  is  in 
privilege,"  says  Ledesert  of  Towers  Per- 
rin  in  Paris.  "The  executives  wield  so 
much  power,  pay  seems  insignificant.  A  m 
French  chief  executive  is  often  on  speak- 
ing terms  with  the  prime  minister."  His 
German  counterpart  can  chat  with  a 
cabinet  minister  in  Bonn  or  travel  with 
Chancellor  Kohl  abroad.  When  Presi- 
dent Bush  took  some  top  executives  with 
him  on  a  foreign  trip,  both  he  and  they 
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became  objects  of  scorn. 

Perhaps  the  most  invaluable — and  most  overlooked 
perk  of  all  is  job  security.  On  this,  foreigners  have  it  all  ov 
the  Americans.  As  James  C.  Abegglen,  chairman  of  Gem 
ni  Consulting  (Japan),  puts  it,  only  half  jokingly:  "It 
argued  that  only  a  god  can  fire  a  CEO  in  Japan." 

In  Japan  the  chief  executive  is  less  a  decision  maker  th 
a  mediator  in  a  complex  decision  making  process.  "Ever 
body  is  regarded  as  making  a  contribution  to  a  company 
success,"  says  Williams.  If  everyone  is  calling  the  shots,  it 
harder  to  dismiss  someone  if  the  shots  are  off  the  mark. 

In  1991  Yoshihisa  Tabuchi  resigned  as  president 
Nomura  Securities  after  he  was  scorched  by  revelatio 
that  Nomura  did  business  with  gangsters  and  protect! 
favored  customers  from  stock  losses.  In  the  U.S.,  Tabuc  j?, 
would  have  been  cut  loose.  In  Japan,  Tabuchi  is  today 
paid  and  influential  "senior  adviser" 
Nomura.  In  Germanv,  says  Heinz  Ev« 
of  Kienbaum  Personal beratung  in  Gur 
mersbach:  "Once  on  the  board,  alwg 
on  the  board."  Michael  Lehmann,  coj 
sultant  at  Carre,  Oraban  &  Partner 
Frankfurt-am-Main,  puts  the  same  thii 
a  bit  differently:  "The  Germans," 
says,  "pay  too  poorly  for  success,  b 
they  also  overpay  for  failure."  John  Ak« 
may  envy  his  German  counterparts.  J 
too,  Bob  Stempel,  Rod  Canion  a 
James  Robinson  III.  I 
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Public  broadcasting  has  been 
Helping  preschoolers  learn  for  25  years. 

Now  it's  time  to  bring  business 
into  the  picture. 


What  place  do  Big  Bird  and  Mister 
igers  have  in  child  care  centers?  How  do 
mb  Chop,  Barney  the  Dinosaur,  and 
in  Jtomas  the  i  ank  Engine  fit  into  your 
'  inpany's  school  readiness  agenda? 

These  familiar  characters  from  public 
■  wdcasting's  popular  children's  television 
)grams  are,  perhaps,  the  most  visible 
1  tament  to  our  25  years  of  working  in 
;sch(X)l  learning. 

Less  visible  —  yet  no  less  important  — 
public  broadcasting's  other  sch(x>l 
diness  resources. 

Ranging  from  teacher  materials  to 
tructional  videos  to  computer  programs, 
i  se  resources  strengthen  the  educational 
je  of  our  television  programming.  Projects 


such  as  "Mister  Rogers'  Neighborhood  Child 
Care  Partnership"  and  "Sesame  Street 
Preschool  Educational  Project"  have  been 
developed  in  consultation  with  educators, 
parents,  and  child  care  providers.  Each  has 
been  carefully  tested  and  refined  to  help 
adults  make  the  best  use  of  television  to  teach 
children  basic  learning  and  social  skills. 

Most  important,  each  shares  a  common 
goal:  to  help  children  enter  school  ready 
to  learn. 

Now  it's  time  for  you  to  enter  the 
picture.  Make  sch(x>l  readiness  a  priority  in 
your  education  reform  activities.  To  learn 
how  public  broadcasting's  preschool 
resources  can  help  you,  complete  and  mail 
the  coupon. 


Please  send  me  more  information  about: 

LI  Public  broadcasting's  preschool 
learning  resources. 

LI  Public  broadcasting's  other  school 
reform  resources. 


N.ini' 


Title 


Company/Organization 

Address 


City 


State 


Zip 


Telephone 


CORPORATION 
FOR  PUBLIC 
BROADCASTING 


Mail  to: 

Corporation  for  Public  Broadcasting 
Preschool  Learning 
P.O.  Box  549 
Alexandria,  VA  22313 


Mark  Levin's  former  partner  held  a  financial  gun  to  his 
head.  Here's  how  the  MidSouth  Corp.  founder  defended 
himself  and  made  a  lot  of  money  for  investors. 


Jackpot! 


By  James  R.  Norman 

Mark  Levin  is  an  unlikely  railroad 
man.  After  studying  law  at  the  Uni- 
versity of  Michigan,  Levin  toiled  in 
the  Washington  bureaucracy — first  at 
the  Justice  Department,  then  at  the 
Interstate  Commerce  Commission. 
There  he  got  interested  in  railroads. 
Quitting  his  government  job  in  1981 , 
he  eventually  went  looking  for  little 
railroads  to  buy. 

In  1985  Levin  found  400  miles  of 
railroad  track  in  Louisiana  and  Missis- 
sippi up  for  sale  by  Illinois  Central 
Corp.  To  finance  its  purchase,  he 
approached  Prospect  Group,  a  New 
York  leveraged  buyout  fund.  Gilbert 
Lamphere,  then  cohead  of  Prospect, 
recalls  his  initial  response;  he  threw 
Levin's  plan  in  the  wastebasket.  Prod- 
ded to  give  it  another  look,  Lamphere 
relented.  Prospect  put  up  $16  million 
to  form  MidSouth  Corp.— $351,000 
in  common,  $4  million  of  debt,  and 
$15.6  million  of  preferred  stock  that 
would  come  back  to  haunt  Levin. 


With  Prospect's  backing  Levin  was 
able  to  borrow  the  rest  of  the  $110 
million  MidSouth  needed  to  buy  the 
tracks  and  locomotives  from  Illinois 
Central  in  1986.  "It  was  tremendous- 
ly overleveraged,"  Levin  admits,  "but 
we  had  confidence  in  the  cash  flows." 

Helping  Levin  launch  MidSouth 
was  his  partner,  Edward  Moyers,  an 
experienced  railroad  man.  Together 
they  began  an  aggressive  marketing 
campaign  to  woo  back  freight  traffic 
from  local  paper,  pulp,  feed  grains  and 
chemicals  shippers.  As  cash  began  to 
come  in,  they  bought  more  track — 
much  of  it  in  need  of  repair.  And  in  an 
ironic  twist,  Levin  and  Moyers  per- 
suaded Prospect  to  acquire  Illinois 
Central  itself  in  1989.  Ed  Moyers  left 
MidSouth  to  run  Illinois  Central 
(Forbes,  Dec  10,  1990),  leaving  Levin 
in  charge  of  MidSouth. 

Levin  continued  to  hammer  away 
at  costs;  with  two-  and  three-man 
crews,  MidSouth's  expense/revenue 


ratio  was  73%  in  1990,  one  of  tH 
lowest  in  the  industry.  He  kept  up  h 
marketing.  Says  Kansas  City  Souther 
Industries  Chairman  Landon  Row 
land,  admiringly:  "They've  foun 
customers  no  one  else  wanted." 

But,  for  all  his  progress,  Levin  sti 
faced  cash  flow  problems.  All  toU 
MidSouth  would  invest  a  total  < 
$125  million  to  upgrade  its  track,  bi 
Levin  also  had  to  come  up  wit 
around  $26  million  to  redeem  wii 
interest  that  MidSouth  preferrc 
stock  held  mainly  by  Prospect.  Mu 
South  had  become  publicly  traded 
1987,  when  Prospect  spun  off 
common  shares  directly  to  its  inve 
tors.  In  1989  Levin  had  to  sell  mo 
stock  to  raise  cash.  Fearing  more  dif 
tion,  investors  drove  MidSouth 
common  stock  from  16  a  share 
under  6  in  late  1990. 

That's  when  Levin  got  a  fateful  c; 
from  his  friend  and  former  partnc 
Ed  Moyers.  In  the  last  civil  wor 
spoken  between  the  two  men,  Moyci 
informed  Levin  that  Illinois  Centil 
was  about  to  make  a  hostile  offer  f  J 
MidSouth,  at  just  $6.50  per  Mi 
South  share. 

To  Levin  it  looked  like  Moyers  ai 
Prospect  were  using  the  preferr 
stock  in  a  ploy  to  steal  MidSouth. 
felt  totally  betrayed,"  says  Levin. 

Levin  fought  back.  He  went  to  o 
of  MidSouth's  biggest  shippers,  ag 
cultural  commodities  giant  Arch* 
Daniels- Midland  Co.,  and  its  cha 


MidSouth  Corp 
Chairman 
Mark  Levin 
"I  felt  totally 
betrayed,"  says 
Levin,  recalling 
the  takeover 
telephone  call 
from  his  former 
partner. 
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After  the  merger 

Omaha  **  |owa 
Nebr.  \ 


Topeka 

ij  Kansas  City 

Kans. 

1  Mo. 

Okla.  i 

Birmingham 


"—  Kansas  City  Southern  system 
MidSouth  system 


j  Source:  Company  reports 

IflidSouth  gives  KCS  a  key  east-west 
ink  to  its  north-south  line. 


ri  nan,  Dwayne  O.  Andreas.  Levin 
Mi  earned  Andreas  that  adm  could  be 
queezed  on  freight  rates  if  Illinois 
>i!  Central  grabbed  MidSouth.  "I  was 
impressed,"    says    Andreas,  who 
h  greed  to  buy  $15  million  worth  of 
lew  MidSouth  stock.  This  gave  Levin 
1  he  money  he  needed  to  redeem  the 
Prospect  preferred  stock  Moyers  had 
»een  holding  to  Levin's  head.  With 
•Mhat,  Illinois  Central  withdrew  its  of- 
zr  for  MidSouth.  Moyers  was  beaten. 

With  its  capital  structure  back  on 
rack,  MidSouth's  stock  climbed 
readily  back  to  11  last  fall.  Then 
Kansas  City  Southern's  Rowland  of- 
:red  to  buy  MidSouth  for  $210  mil- 
pn,  $20.50  a  share,  all  cash.  This 
I  me  there  was  no  fight, 
j  Levin,  who  will  exit  with  about  $6 
lillion  in  stock  gains,  says  he's  off  to 
lint  bigger  railroad  game.  Archer- 
>aniels  will  make  about  $27  million 
retax  on  its  $15  million  investment, 
miles  Andreas:  "It's  like  sitting  un- 
jr  a  tree  and  having  a  peach  fall  in 
lly  burlap." 

m  But  the  biggest  winners  are  the 
ilWrospect  Group  shareholders  who  re- 
let Ipived,  and  kept,  MidSouth  stock, 
call  irospect's  $351,000  equity  invest  - 
ent  in  MidSouth  will  be  worth 
ound  $75  million  if  the  Kansas  City 
juthern  deal  closes.  H 


All's  not  sweetness  and  light  with  the  award  of  the 
Yosemite  National  Park  concession. 

Deeply  flawed 


By  Phyllis  Berman  and  Elizabeth  Comte 


In  December  the  National  Park  Ser- 
vice announced  that  Delaware  North 
Cos.,  Inc.,  a  privately  held  Buffalo- 
based  company  owned  by  leremy  la- 
cobs,  a  member  of  the  Forbes  Four 
Hundred,  had  been  picked  to  get  the 
contract  to  provide  visitor  services  at 
Yosemite  National  Park. 

The  contract  was  up  for  grabs.  The 
reason:  The  previous  contractor,  Yo- 
semite Park  &  Curry  Co.,  was  a  sub- 
sidiary of  MCA,  which  had  been  ac- 
quired by  Matsushita,  and  there  was 
discontent  in  Washington  about  hav- 
ing the  contract  go  to  a  foreign  com- 
pany. Matsushita  bowed  out.  It  was 
the  kind  of  performance  which,  if  it 
had  happened  in  Japan,  would  have 
outraged  Americans.  The  federal  gov- 
ernment proceeded  to  select  a  new 
contractor  in  what  seems  to  many  to 
be  a  capricious  manner. 

Yosemite,  among  the  most  popular 
national  parks,  is  considered  the  prize 
of  park  concessions.  The  new  contract 
runs  for  15  years  and  is  expected  to 
generate  revenues  of  $2  billion.  The 
MCA  subsidiary  ran  it  for  decades, 
operating  lodging,  restaurants,  gaso- 
line stations,  gift  shops  and  horse 
rentals  for  the  park's  annual  3.4  mil- 
lion visitors.  For  the  privilege,  Curry 
paid  the  feds  three-quarters  of  one 
percent  of  revenues  (about  $700,000 
last  year)  and  agreed  to  keep  prices 
reasonable  and  maintain  standards. 

Delaware  North  beat  out  five  other 
bidders,  many  with  substantially  more 
park  service  experience,  including  TW 
Services,  Inc.,  which  operates  at  Yel- 
lowstone and  the  Grand  Canyon. 

Six  finalists  submitted  several  thou- 
sand pages  of  documents  in  Novem- 
ber. Despite  the  volume  of  materials, 
the  service  committees  announced 
the  winner  in  ten  days.  No  records 
remain  of  discussions  during  the  ten 
days.  All  of  the  notes  taken  were 
shredded.  "'Delaware  North  was  the 


only  company  to  meet  our  minimum 
requirements,"  argues  Stephen  Crab- 
tree,  concession  manager  in  the  west- 
ern region  of  the  Park  Service. 

The  requirements  were  complicat- 
ed. Roughly  100  fuel,  gasoline  and 
heating  oil  tanks  were  buried  in  the 
park.  A  study  found  that  27  of  the 
tanks  had  leaked  into  the  ground.  The 
extent  of  the  damage  is  unknown,  but 
the  new  concessionaire  would  have  to 
clean  up  the  mess  at  an  estimated  cost 
of  $12  million.  MCA  gets  to  walk  away 
with  no  liability. 

This  black  hole  was  worrisome 
enough  to  deter  some  companies 
from  bidding.  "We  dropped  out  be- 
cause there  was  no  way  to  determine 
the  extent  of  the  environmental  lia- 
bilities," said  Marriott's  Roger  Mann. 

The  National  Park  Service  also  de- 
cided that  the  new  concessionaire 
would  have  to  purchase  Curry  from 
MCA  for  $62  million  and  spend  a 
minimum  amount  on  capital  im- 
provements in  the  park. 


Yosemite  National  Park 
What  cost  the  cleanup? 
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Delaware  North 


Delaware  North  did  not  necessarily 
offer  the  most  money.  At  least  one 
other  bidder,  Yosemite  Park  Services, 
led  by  Minnesota  Twins  owner  and 
Forbes  Four  Hundred  millionaire 
Carl  Pohlad  and  singer  Paul  Anka, 
offered  as  much. 

According  to  the  official  Park  Ser- 
vice announcement,  Delaware  North 
was  chosen  because  it  placed  no  cap 
on  the  amount  it  was  willing  to  spend 
for  the  cleanup.  The  Service  failed  to 
mention  that  the  Pohlad  group  had 
offered  to  do  the  same. 

The  Service  also  failed  to  note  that 
Delaware  North  has  a  big  out:  If  the 
cleanup  eats  into  the  company's  mar- 
gins, it  has  the  right  to  negotiate 
down  its  annual  fee.  Other  bidders 
were  disqualified  because  they  de- 
manded an  outright  limit  to  liabilities. 

What  qualified  Delaware  North  for 
the  job?  Jeremy  Jacobs  is  best  known 
as  owner  of  the  Boston  Bruins  hockey 
team.  The  company  is  the  concession- 
aire in  dozens  of  sports  facilities,  in- 
cluding Comiskey  Park  in  Chicago 
and  Tiger  Stadium  in  Detroit.  It  owns 
several  pari-mutuel  racetracks,  where 
it  also  operates  concessions.  It  oper- 
ates a  hotel  business  in  Australia. 

In  recent  years  the  company  has 


diversified  but  operating  concessions 
is  still  its  chief  business.  Since  the 
business  produces  a  generous  cash 
flow  and  the  company  has  minimal 
capital  expenditures,  it  is  cash-rich. 

But  the  Park  Service  chose  to  over- 
look the  company's  controversial  78- 
year  history.  Marvin  Jacobs,  the  eldest 
of  three  brothers,  started  hawking 
peanuts  and  popcorn  in  Buffalo  the- 
aters in  1 9 1 5 .  He  became  concession- 
aire in  other  theaters,  then  in  ball- 
parks, and  brought  his  two  brothers 
into  the  business.  Louis  Jacobs,  father 
of  Delaware  North  Chairman  Jeremy 
Jacobs,  was  one  of  them. 

By  the  1930s  the  brothers  were 
giving  interest-free  loans  to  strug- 
gling professional  baseball  teams.  In 
return,  of  course,  they  were  first  in 
line  for  concessions.  Delaware  North 
eventually  grew  to  be  the  $1.3  billion 
(revenues)  business  it  is  today,  with 
37%  of  its  revenues  from  sports.  Since 
Louis  Jacobs  bought  out  all  his  broth- 
ers, and  Jeremy  also  bought  out  his 
brothers,  Jeremy  is  the  sole  owner. 

But  this  family-owned  company 
has  been  involved  in  some  dicey  af- 
fairs. Then  called  Emprise,  the  com- 
pany was  convicted  in  1972,  along 
with  organized  crime  figures  Antho- 


ny Zerilli,  Michael  Polizzi  and  Pet 
Bellanca,  for  conspiring  to  obtain  a 
cret  ownership  of  the  Frontier  Casir) 
&  Hotel,  according  to  a  1989  repc 
by  the  staff  of  the  Birmingham  Rack 
Commission.  The  report  cites  a  ha 
dozen  or  so  allegations  of  Louis  J 
cobs  and  Emprise  doing  business  wi 
organized  crime  figures. 

For  the  record,  Delaware  Nor 
says  all  this  is  ancient  history.  Tn 
enough,  but  the  modern  Delawa 
North  has  done  some  questionab 
things.  When  traffic  didn't  meet  pr 
jections  at  Denver's  Stapleton  Intt 
national  Airport  a  couple  years  ag 
Delaware  North,  which  has  the  co 
cession  there,  got  into  a  battle  o\ 
fees.  The  airport  had  to  threaten 
cancel  the  contract  to  get  its  monc 
roughly  $4.  5  million. 

The  Park  Service's  selection 
Delaware  North  was  smelly  enou 
that  Congress  has  held  hearings  a: 
sent  a  letter  to  Bruce  Babbitt,  t 
Secretary  of  the  Interior,  suggest! 
the  whole  process  was  "dee{ 
flawed."  That  has  held  up  the  final 
ing  of  the  contract.  If  Bruce  Babb 
seriously  wants  to  run  the  parks  oi 
businesslike  basis,  this  is  a  good  phi 
to  start.  I 
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54  Mission  Street 
San  Francisco,  California  94  103 


While  our  newly  hired 
Financial  Consultants  undergo  a  two-year 
training  program,  including  classes 
at  our  training  center  in  Princeton,  NJ, 
our  senior  people  benefit  too.  Every 
single  Merrill  Lynch  Financial  Consultant 
receives  ongoing  training.  It  never  ends. 
Can  your  brokerage  firm  say  that? 


Merrill  Lynch 

A  tradition  of  trust. 


it  suddenly  advancing  in  the  rearview  mirror,  drivers  of  lesser  vehicles  instinctively  heel  about 
render  the  passing  lane. 

teen  feet  long,  with  five  tons  of  towing  power*  three  available  V8  choices,  a  42-gallon  fuel  tank, 
1 ABS  and  an  interior  equally  comfortable  and  expansive,  the  GMC  Suburban  is  an  uncompro- 
y  capable  presence  on  any  terrain,  a  vehicle  that  is  equal  parts  enlightened  engineering  and 
mbounded  practicality.  And  the  epitome  of  a  truck  company's  way  of  looking  at  the  world, 
ilto  i-800-GMC-TRUCK  ( 1-800-462-87S2)  will  bring  you  a  catalog  of  the  indomitable  Suburban, 
ange  of  attitude  awaits  you. 

?rly  equipped  including  trailer,  passengers,  cargo  and  equipment.  ©1992  GM  Co  .All  Right  Reserved!  1^]^% 

Truck  and  Suburban  are  registered  trademarks  of  General  Motors  Corp.  Buckle  up,  America!  I  riffl  e,         THE  STRENGTH  OF  EXPERIENCE 
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Book-of-the-Month  Club,  with  its  eight  "clubs,"  is  a  bit 

of  an  anachronism.  Can  Time  Warner  bring  it  into  the  Nineties? 


Too  late? 


By  David  Evans 

Once  A  pioneer  in  book  distribution, 
the  67-year-old  Book-of-the-Month 
Club  had  fallen  on  hard  times.  Part  of 
a  Time  Warner  $3  billion  publishing 
segment,  it  was  limping  along  with 
estimated  revenues  of  $250  million. 

In  an  age  of  lightning-fast  reaction 
times  to  customer  needs,  bomc's  out- 
dated production  methods  forced  the 
club's  editors  to  choose  their  titles  13 
weeks  before  catalogs  reached  mem- 
bers. In  today's  frenetic  publishing 
environment,  three  months  often 
means  the  difference  between  the 
bestseller  list  and  the  remainder  bin. 

bomc's  giant  database  contains  3.5 
million  memberships  in  the  eight 
book  clubs  bomc  runs.  The  database 
should  be  a  gold  mine  of  information. 
It  hadn't  been,  because  the  club's 
computers  retained  only  the  most  ba- 
sic data  on  members — names,  ad- 
dresses and  the  number  of  books  or- 
dered, but  little  about  a  customer's 
tastes  and  preferences.  "We  were 
pretty  much  flying  blind  on  what  they 
read,"  says  Michael  Curry,  vice  presi- 
dent of  member  acquisition. 

Prospecting  for  new  members  had 
become  prohibitively  expensive. 
BOMC  relied  on  no-commit  offers  like 
"four  books  for  four  bucks,"  with  no 
pledge  to  buy  more.  The  problem  was 
that  many  of  bomc's  new  members 
never  ordered  anything  else,  so  that 
by  the  late  Eighties  bomc  had  to  land 
tens  of  thousands  of  new  members 
annually  just  to  keep  from  shrinking. 
bomc  became  a  commodity  merchant 
whose  basic  pitch  was  price,  but  it 
could  not  effectively  compete  on 
price  with  nationwide  chains  like  Wal- 
denbooks  and  B.  Dalton,  which  un- 
dercut it  on  almost  every  bestseller 
once  bomc's  shipping  and  handling 
charges  were  figured  in. 

At  last  the  ancient  book  club  is 
rewriting  its  marketing  manifesto. 
Hints  of  its  new  direction  are  starting 
to  appear.  Gone  from  its  advertising  is 
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the  hard  sell,  in  favor  of  a  gentle  pitch 
with  the  theme  "We  deliver  more 
than  books.1'  The  ad  still  pushes 
i  cheap  books,  but  now  it  insists  on  a 
commitment  to  buy  two  books  at  the 
|  regular  price.  It  also  highlights  ser- 
vices like  the  gift-wrapping  depart  - 
jment  and  book-search  staff.  The  un- 
mistakable message:  Join  for  the  privi- 
leges of  membership,  not  for  the 


cheap  books. 

Some  400,000  long-standing  re- 
peat buyers  have  been  designated 
"preferred  members."  This  entitles 
them  to  specially  designed  book  cata- 
logs and  mailings.  They  also  have 
access  to  a  special  800  order  number, 
so  they  can  bypass  the  annoying  re- 
sponse card  that  gets  you  the  club's 
main  selection  automatically  if  you 


BOMC's  George  Artandi  and  the 
club's  new  soft-sell  come-on 
Pitching  membership,  not  books. 


forget  to  mail  it  back. 

It  may  work.  The  feedback  on  the 
"preferred"  gimmick  has  been  so 
positive,  says  Chief  Executive  George 
Artandi,  that  bomc  plans  to  roll  out 
preferred  member  status  to  another 
600,000  customers  later  this  year. 
Artandi,  a  Time  lifer,  arrived  in  late 
1991,  the  book  club's  third  chief 
executive  in  four  years. 

To  cut  lead  time  between  selection 
of  a  book  and  its  mailing,  desktop 
publishing  technology  has  been  in- 
troduced into  the  catalog  production 
departments,  reducing  editorial  lead 
times  from  1 3  weeks  to  3V2.  Authority 
over  the  catalogs  has  been  shifted 


from  the  editorial  to  marketing  de- 
partments. Taking  the  fusty-looking 
catalog  away  from  the  wordsmiths  has 
already  produced  a  sleeker,  more 
modern  design. 

But  Artandi's  biggest  hopes  rest  on 
better  use  of  the  club's  database.  Un- 
like its  creaky  old  system,  the  new  one 
spits  out  all  sorts  of  facts  on  exacdy 
what  BOMC  members  read.  Does  a 
member  of  the  History  Book  Club 
buy  only  books  on  ancient  Greece? 
Does  a  member  balk  at  paying  more 
than  $12  on  a  single  title?  Does  a 
member  of  the  Quality  Paperback 
Book  Club  buy  lots  of 
cookbooks  at  Christ- 
mas? On  the 
basis   of  this 
kind  of  infor- 
mation, BOMC 
will  be  able  to 
target  its  market- 
ing efforts  and  cat- 
alogs  much  more 
narrowly. 

The  new  database 
should  also  help  bomc 
rein     in  marketing 
costs.  For  instance, 
if  a  member  histori- 
cally buys  only  two  or 
three  books  a  year,  there's 
no  point  in  mailing  a  new 
catalog  every  three   or  four 
weeks.  From  now  on,  says  Richard 
Schnabel,  senior  vice  president  of 
marketing,  the  club  will  focus  on 
"what  the  customer  wants  to  buy,  not 
what  we  want  to  sell  him." 

The  moment  of  truth  will  come  for 
Artandi  and  BOMC  when  they  learn 
whether  they  can  turn  this  kind  of 
information  into  higher  revenues  and 
lower  expenses.  American  Express  has 
tried  the  same  kind  of  approach  with 
its  "Membership  has  its  privileges"  ad 
campaign,  which  stresses  the  ancillary 
sendees  that  American  Express  offers 
along  with  its  charge  card.  (Not  coin- 
cidentally,  both  BOMC  and  American 
Express  use  the  Ogilvy  &  Mather 
Direct  advertising  agency.) 

The  discount  chains  haven't  stood 
still.  Barnes  &  Noble  is  opening  big- 
ger book  stores  that  can  match  any 
customer's  reading  preference  ar  least 
as  well  as  BOMC,  with  high  levels  of 
customer  service  as  well. 

Can  bomc  make  a  comeback?  May- 
be. Maybe  not.  W 


Idegree 

■ 

Jgu I lt 


rbes  ■  June  7,  1993 


107 


Office  rents  in  Tokyo  are  still  four  times  those  in 
New  York,  but  they're  falling  fast— and  tor  once  it's 
the  foreigners  who  are  making  out. 

Rent  shokku 


By  Neil  Weinberg 


Construction  in  downtown  Tokyo 

Builders  are  putting  up  a  skyline  of  problems. 


A  second  tidal  wave  of  real  estate 
trouble  is  hitting  Tokyo.  The  first  was 
last  year's  collapse  of  land  prices, 
which  pushed  1,170  real  estate  com- 
panies, involving  $30  billion  in  bad 
debt,  into  bankruptcy.  This  year  the 
problem  is  empty  office  buildings. 
Grumbles  Satoshi  Ohyama,  a  spokes- 
man for  Mitsubishi  Estate,  the  big  real 
estate  developer:  "In  Tokyo  we're 
lacing  oversupply  for  the  first  time.'''' 
Hard  hit  arc  even  areas  like  Yaesu 
and  Nihombashi.  Not  far  from  Maru- 
nouchi,  a  number  one  business  dis- 
trict, these  locations  were  seized  upon 
by  developers  who  threw  up  high-rise 
"pencil"  buildings  on  tiny  plots  of 
land.  "Two  or  three  years  ago  pencil 
buildings  in  Yaesu  were  renting  for 
Y  100,000  per  month  per  tsubo  [the 
equivalent  of  S300  a  square  foot  an- 
nually in  the  U.S.],"  says  Masataka 


Kuwabara  of  Tokyo  Keizai,  a  credit- 
analysis  agency.  "Now  you  can't  rent 
them  out  for  half  that." 

In  Roppongi,  one  of  Tokyo's  toni- 
est  nightlife  and  business  districts, 
commercial  vacancies  jumped  from 
7%  to  17%  in  the  nine  months 
through  December,  estimates  Ikoma 
Data  Service  System,  whose  real  estate 
numbers  are  closely  followed  in  Ja- 
pan. And  the  farther  from  central 
Tokyo  one  goes,  the  worse  the  prob- 
lem gets.  For  example,  there  is  a  24% 
vacancy  rate  in  the  southern  suburb  of 
Omori,  7  miles  from  central  Tokyo, 
up  from  just  4%  in  March  1992. 

In  Tokyo's  three  central  business 
wards,  overall  commercial  vacancies 
come  to  about  6%,  or  22  million 
square  feet.  That  may  seem  pretty 
mild  when  compared  with  New  York, 
where  midtown  Manhattan's  vacancy 


rate  is  17%  and  the  downtown  rate 
22%.  But  what  has  the  Japanese  scarec 
is  the  speed  at  which  vacancies  ar< 
rising.  As  recently  as  May  1991 ,  unde: 
1%  of  office  space  was  vacant  in  centra 
Tokyo.  Daniel  Nielsen  of  UBS  Phillip 
&  Drew,  a  securities  firm,  predict 
that  the  rate  will  climb  to  25%  or  30° 
by  1995. 

Nielsen  may  turn  out  to  be  al 
optimist.  Starting  this  year,  about  5( 
million  square  feet  of  new  office  spao 
will  hit  the  market  each  year  for  th< 
next  three  years.  That  is  almost  dou 
ble  the  average  new  space  added  an 
nually  during  the  1985-91  boom. 

Average  rents  in  Tokyo  are  nov 
around  SI 20  a  square  foot,  accordin; 
to  Colliers  International  Propert 
Consultants.  This  makes  Tokyo  fa 
and  away  the  world's  most  expensiv 
city.  But  the  way  rents  are  moving 
won't  be  that  way  for  long.  Eve: 
venerable  Mitsubishi  Estate  recentl 
decided  that  it  will  not  raise  rents  fc 
new  tenants  in  its  primest  of  prim 
Maruncuchi  district  buildings,  th 
first  time  this  has  happened  in  1 
years.  Insiders  say  that  once  incentive 
are  factored  in,  Mitsubshi's  Mart 
nouchi  rents  will  actually  decline. 

Ironically,  foreigners  are  benefitin 
the  most  from  Tokyo's  rent  shoe 
Many  arrived  in  Tokyo  after  198£ 
when  space  was  tight  and  rents  at  the 
peak.  They  had  to  pay  top  yen  fc 
space  while  rent  for  existing  tenan 
was  held  in  check  by  Tokyo's  reij 
controls.  But  leases  in  Japan  typical, 
can  be  broken  by  the  tenants  with  s: 
months'  notice,  so  the  foreigners  ai 
now  free  to  negotiate  better  deals. 

Case  in  point:  investment  banke 
cs  First  Boston.  The  company  coi 
solidated  its  450  Tokyo  employees  i 
the  spiffy  new  Shiroyama  Hills  con 
plex  in  January.  The  saving?  Near 
50%  off  the  rent  the  company  hs 
been  paying  in  nearby  Hibiya. 

Question:  Is  there  now  so  muc 
blood  in  the  corridors  of  Japan 
property  developers  and  their  banke 
that  a  buying  opportunity  in  Tok) 
real  estate  is  at  hand?  Guy  Cubit 
representative  director  of  Richard  E 
lis,  an  international  real  estate  coi 
suiting  company,  believes  investo 
with  cash  should  start  sniffing  arour 
the  Tokyo  market.  Says  Cubil 
"There  are  some  real  bargains  oj 
there  right  now." 
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Obituaries  or  opportunities? 


hews  isn't  all  bad.  Early  involvement  can  greatly  reduce 
luture  cost  of  environmental  risk.  Developing  a  proactive 
t  is  not  just  something  you  can  delegate;  it's  your 
<pany  on  the  line. 

k/l-RE  SERVICES,  INC.,  a  wholly  owned  subsidiary  of 
mean  Re-Insurance  Company,  has  specialists  in 
ronmental  technology  and  reinsurance.  We  are  uniquely 
jioned  to  facilitate  an  environmental  financial  plan  that 
lipates  future  costs  and  identifies  ways  to  reduce  them 
b  creating  an  open  forum  that  allows  us  to  draw  upon 
iirces  both  within  and  outside  our  company.  To  spot  potential 


liabilities  and  suggest  ways  to  minimize  them  through  pollution 
prevention  and  waste  reduction,  dispute  resolution  and  the 
newest  recycling  technologies.  Unscramble  the  acronyms  of 
governmental  regulations  and  work  toward  cost-effective 
compliance.  And  help  isolate  marketable  technologies  that  can 
preserve  jobs  and  keep  your  competitive  edge.  We  respect  the 
problems  and  opportunities  involved  in  building  public  trust 
while  preserving  the  position  of  your  balance  sheet. 

Environmental  liability  costs  us  all.  For  more  information 
on  what  we  can  do  about  it,  call  Corporate  Communications 
at  609-243-4339. 
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Computers  can  empower  a  company,  but  they  can 
also  do  great  damage.  Citicorp  has  experienced 
both  the  triumphs  and  the  failures. 

When  machines 
screw  up 


In  THE  USE  of  computers  for  financial 
services,  Citicorp  is  in  a  class  by  itself. 
It  spends  an  estimated  $1.5  billion  a 
year  on  computer  systems.  Citicorp 
has  written  more  software  to  support 
more  business  lines  than  any  other 
U.S.  bank — a  task  that  keeps  4,000 
programmers  and  managers  world- 
wide busy  on  systems  that  process 
millions  of  transactions  a  day.  Citi- 
corp even  designs  and  assembles  its 
own  automated  teller  machines. 

That  Citicorp  Chairman  John  Reed 
is  captivated  by  technologv  is  no  sur- 
prise. An  MIT  graduate,  he  rose  to 
prominence  on  some  stunning  tech- 
nology successes:  the  use  of  ATMs, 
branch  automation  and  the  construc- 
tion of  sophisticated  databases  for 
consumer  marketing.  Those  systems 
helped  Reed  build  Citicorp's  reputa- 
tion as  a  high-tech  temple,  and  the 
gush  of  profits  from  the  consumer 
business  kept  Citicorp  on  its  feet 
while  it  was  losing  its  shirt  in  commer- 
cial and  Third  World  loans. 

But  the  same  zeal  that  brought 
Citicorp  success  with  computers  has 
also  brought  it  failure.  Take  the 
bank's  ill-fated  attempt  to  build  a 
computerized  mortgage  approval  sys- 
tem that  was  supposed  to  grant  a  loan 
in  15  minutes.  Robert  Horner,  chair- 
man of  Citicorp's  mortgage  unit 
when  the  system  went  on  line,  boast- 
ed that  the  quickie  mortgage  would 
become  the  industry's  equivalent  of  a 
10-minute  oil  change  or  one-hour 
photo  processing.  He  wanted  to  plug 
in  real  estate  agents  and  brokers  from 
Bar  Harbor  to  Bakershcld.  The  lick- 
ety-split  commitment  and  electronic 
tie  would  encourage  them  to  funnel 
more  loans  to  Citicorp,  then  the  big- 
gest mortgage  lender,  originating 


nearly  $15  billion  in  1987.  Citicorp 
celebrated  the  launch  with  a  party  at 
the  Palladium  dance  club  in  New 
York,  featuring  a  half-dozen  remote- 
controlled  robots,  there  to  reinforce 
the  high-tech  theme. 

MortgagcPower  Plus,  as  the  quick- 
ie mortgage  service  was  called,  turned 
into  a  disaster  for  both  strategic  and 
technologic  reasons.  The  strategic 
mistake,  one  that  Citicorp  made  as 
well  in  the  mortgages  it  wrote  the 
traditional  way,  was  to  aim  for  quanti- 
ty rather  than  quality.  The  technolog- 
ic tailings  had  to  do  with  modems  and 
algorithms. 

Citicorp  took  on  risk  with  its  mort- 
gages (not  just  the  quickie  ones)  by 
sidestepping  basic  underwriting  te- 
nets. For  starters,  the  bank  didn't 
require  borrowers  to  get  private 
mortgage  insurance  and  underre- 
served  for  the  resulting  losses.  Then, 
the  bank  made  so-called  low-docu- 
ment and  no-document  loans,  in 
which  the  bank  checked  a  borrower's 
credit  report  and  an  abridged  employ- 
ment history,  but  not  assets  or  in- 
come. At  worst,  Citicorp  reckoned  it 
could  sell  a  foreclosed  house  at  a 
profit  and  recoup  the  loan. 

The  secondary  market  smelled 
trouble  brewing.  It  refused  to  buy 
mortgages  from  Citicorp — and  other 
banks  that  took  similar  lending  short- 
cuts— unless  the  bank  guaranteed  to 
take  them  back  when  borrowers  de- 
faulted. Although  separate  delin- 
quency rates  have  not  been  disclosed 
on  the  MortgagePower  Plus  business, 
year-end  regulatory  filings  on  Citi- 
corp's overall  mortgage  portfolio 
show  a  delinquency  rate  of  7%,  five 
times  the  industry  norm. 

The  lending  debacle  took  a  toll  on 


the  two  biggest  supporters  of  Mor 
gagePower  Plus.  Horner  resigned  la: 
year.  Leonard  Druger,  a  vice  chaii 
man  of  the  mortgage  unit  and  create 
of  MortgagePower  Plus,  was  rea. 
signed,  and  today  works  on  comme 
cial  real  estate  in  California.  Befoi 
Horner  left,  the  mortgage  unit  wi 
shrunk  and  stripped  of  the  respons 
bility  to  originate  loans.  The  bank 
has  become  a  second-tier  mort- 
gage lender. 

Druger  considers 


110 


Forbes  ■  June  7,  191 


vlortgagePower  Plus  to  have  been  a 
uccess.  But  brokers  and  former  Citi- 
orp  executives  paint  a  picture  of  a 
lim-witted  system. 

MortgagePower  Plus  rejected  seven 
if  every  ten  applications,  well  above  the 
•ank's  normal  30%  rate.  As  for  the  15- 
linute  decision:  Forget  it.  Brokers 
laited  hours  for  an  electronic  replv — if 
aey  got  one  at  all.  "I  was  embarrassed 
3  use  it  in  front  of  anyone,"  says 
.obert  Ram  bo  of  Rockwell  National 
lortgage  in  Easton,  Pa. 

There's  some  irony  here,  of  course, 
[ad  MortgagePower  Plus  succeeded, 
'iticorp  would  have  made  even  more 
Dans,  and  the  losses  might  have  been 
:  igher. 

Here's  how  MortgagePower  Plus 

Ias  supposed  to  work:  A  real  estate 
jent  using  Citicorp  software  would 
pe  up  an  application  at  a  personal 
pmputer.  The  application  would 
ilen  be  sent  over  phone  lines  to  a 
ainframe  computer  in  St.  Louis, 
le  computer  would  judge  whether 
e  borrower  earned  enough  to  afford 
e    loan,    pull    the  prospective 


borrower's  credit  history  from  a  credit 
bureau  and  send  back  an  answer. 
Since  the  loans  were  almost  all  low- 
doc  or  no-doc,  the  commitment  was 
usually  subject  only  to  a  property 
appraisal  and  minor  verifications. 

In  actual  use,  mortgage  brokers  say 
they  struggled  to  get  to  first  base. 
"Citicorp's  system  was  often  down, 
or  the  credit  bureau  system  was  down, 
or  there  were  problems  with  the 
phone  lines,"  recounts  Kenan  Kan- 
opka,  president  of  Mutual  Financial 
Corp.,  another  Easton  firm. 

Static  on  the  phone  line  was  the 
biggest  problem.  Any  snap  or  crackle 
led  the  mainframe  or  the  broker's  PC 
to  sever  the  connection,  one  reason 
users  sometimes  spent  hours  on  the 
line  trying  to  get  an  answer  from 
Citicorp's  computer. 

Citicorp  never  fixed  the  static  mess. 
The  solution,  though,  was  available: 
an  error-correction  program  that 
would  have  let  the  mainframe  tune 
out  the  noise  and  stay  on  the  line. 


The  other  problem  was  that  the 
loan-evaluation  algorithm — the  set  of 
logical  rules  that  made  the  robot  in- 
telligent— was  underpowered.  Many 
creditworthy  applicants  didn't  get  the 
computer's  okay.  A  request  from  a 
relocating  executive  was  a  shoo-in, 
but  the  computer  lacked  the  brains  to 
say  yes  to  worthy  but  less  affluent 
borrowers.  The  software  didn't 
know,  for  example,  how  to  count 
equity  in  the  form  of  gifts  from  rela- 
tives toward  a  down  payment. 

Nevertheless,  many  real  estate 
agents  liked  the  idea  of  a  quickie 
commitment.  They  said  it  brought  in 
flocks  of  home  buyers  and  more  com- 
missions— and  brought  Citicorp 
more  mortgages.  Plus,  they  could 
charge  clients  for  loan  processing. 

By  not  fully  verifying  the  loan  infor- 
mation from  brokers  and  agents,  Citi- 
corp may  have  opened  itself  to  fraud. 
Some  of  the  brokers  allegedly  lied  to 
get  loans  for  clients.  A  bank  spokes- 
man confirms  the  bank  has  lawsuits 
against  some  MortgagePower  Plus  us- 
ers but  declines  to  give  details. 

In  1991  Citicorp  pulled  the  plug 
on  MortgagePower  Plus. 

The  15 -minute  mortgage  machine 
is  only  one  in  a  series  of  technology 
fiascoes  at  Citicorp.  First  there  was 
Quotron  Systems,  a  leading  supplier 
of  computerized  stock  information 
when  Citicorp  bought  it  for  $680 
million  in  1986.  The  bank  failed  to 
improve  the  unit's  technology  and 
rivals  gained  an  edge.  Now  Quotron 
is  a  has-been  that  Citicorp  can't  sell. 

What  about  the  database  business 
that  was  supposed  to  sell  information 
on  what  consumers  buy  at  grocery 
stores  (Forbes,  Oct.  15,  1990)}  The 
bank  has  been  quietly  winding  it 
down  after  investing  a  reported  $200 
million.  Then  there's  the  home  bank- 
ing system  using  a  computer/tele- 
phone.  Citicorp  has  spent  three  years 
on  this  project,  with  less  than  stun- 
ning success. 

Consultants  say  the  bank  has  be- 
come more  cautious  in  its  technology 
investments.  "We  haven't  seen  the 
technology  powerhouse  for  the  past 
several  years,"  says  Lawrence  A.  Wil- 
lis, executive  vice  president  with  First 
Manhattan  Consulting  Group  in  New 
York.  Which  is  just  as  well:  A  little 
humility  is  a  good  trait  for  technology 
pioneers.  0 
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Amid  a  cacophony  of  not  quite  compatible  computers 
and  operating  systems,  a  lawyer  created  a  common 
language.  But  it  didn't  make  him  rich. 

Document 
Esperanto 


By  David  C.  Churbuck 

In  A  world  that  can  roughly 
be  divided  into  wonks  and  us- 
ers, Charles  Goldfarb  started 
out  as  a  user  and  became  a 
wonk.  In  the  process  he  in- 
vented a  document  descrip- 
tion language  that  is  about  to 
become  extremely  useful  to  a 
lot  of  other  users. 

A  Harvard  Law  graduate 
who  practiced  for  several  years 
in  a  small  Boston  law  firm, 
Goldfarb  joined  IBM  in  1967 
to  develop  a  document  man- 
agement system  for  the  legal 
profession.  Remember,  this 
was  before  laser  printers,  be-  BH 
fore  word  processors,  before 
personal  computers  even.  To  get  the 
words  of  a  legal  brief  from  the  memo- 
ry of  an  IBM  360  mainframe  onto 
paper  meant  writing  elaborate  assem- 
bler commands  to  a  1403  chain  print- 
er. The  problem  was  that  three  IBM 
programs  were  needed  to  perform 
legal  research.  And  then  the  three 
used  different  embedded  program- 
ming codes  to  describe  the  data. 

Solution:  Create  a  new  computing 
standard  to  control  the  format  of 
complex  documents.  So  Goldfarb  and 
two  partners,  Edward  Mosher  and 
Raymond  Lorie,  came  up  with  some- 
thing they  coyly  called  Generalized 
Markup  Language — its  initials  the 
same  as  their  own.  GML  is  a  set  of  rules 
akin  to  a  grammar  that  describes  the 
components  of  a  document — head- 
ings, lists,  tables,  footnotes,  cross- 
references,  bylines  and  other  pieces — 
in  a  very  generic  system  that  is  free 
from  any  technical  boundaries. 

A  document  constructed  according 


SGML  creator  Charles  Goldfarb 
Putting  the  user  back  in  control  of  the  document. 


to  the  rules  of  this  language  could  be 
fed  into  any  computer  system  and 
there  searched,  massaged  or  printed. 
The  concept  was  identical  to  what  you 
hear  described  nowadays  as  "platform 
independence."  As  Goldfarb  tells  it: 
"This  changes  the  paradigm  by  saying 
the  data  is  paramount  and  its  owner 
dictates  the  form  of  it."  The  user,  that 
is,  is  no  longer  a  slave  to  a  particular 
computer  system  or  application. 

Pioneering  as  it  was,  Goldfarb's 
language  didn't  achieve  universality 
in  the  legal  profession.  Finally,  in 
1979  IBM  had  Goldfarb  submit  his 
idea  to  the  American  National  Stan- 
dards Institute,  an  industry  forum  for 
making  parts  and  such  interchange- 
able. What  the  institute  had  done  over 
the  years  for  pipe  fittings  and  machine 
screws  it  was  now  trying  to  do  for  data 
files.  GML  went  into  the  public  do- 
main as  Standard  GML,  or  SGML. 

Still,  it  literally  took  an  army  to 
make  SGML  a  significant  standard. 


when  the  U.S.  government  got  in 
volved  in  the  early  1980s.  Saggin 
tinder  the  burden  of  paper  documen 
tation  that  accompanies  procure 
ments,  the  Defense  Departmcnc  de 
manded  that  contractors  producin 
manuals  for  missile  frigates,  helicon 
ters  and  the  like  follow  certain  format 
based  on  the  Goldfarb  standard. 

As  defense  contractors  moved  tj 
comply  with  these  new  rules,  a  ke 
vendor  of  large  electronic  publishin 
systems,  Interleaf,  added  SGML  to  ii 
products.  Now  Goldfarb's  inventk 
is  poised  to  enter  the  personal  con 
puter  market.  This  year  it  will  becom 
a  common  feature  in  word  processin 
packages,  including  the  tie 
releases  of  WordPerfect  an 
Word  for  Windows.  Su< 
companies  as  Avalanche  D 
velopment,  Electronic  Boc 
Technologies  and  ArborTe 
have  built  hot-selling  docii 
ment  processing  program 
around  SGML. 

It's  possible  for  a  softwa 
designer  to  get  rich  off  a  nej 
standard.     Adobe  Systen 
founder  John  Warnock  di 
Adobe  invented  the  Postscri) 
page  description  language, 
standard  similar  to  Goldfarb 
except  that  it  focuses  on  tl 
look  of  a  printed  page  ( foni 
type  sizes,  layout)  rather  th; 
the  structure  of  the  content  (captior 
paragraphs,  footnotes).  Although  tl 
Postscript  language  is  now,  like  SGM 
in  the  public  domain,  Adobe  h 
made  a  profitable  business  in  softwa 
that  supplies  or  interprets  the  Po; 
script  commands  in  a  documer 
Adobe's  latest  product,  one  m 
could  earn  it  hundreds  of  millions 
dollars  in  revenues,  is  Acrobat.  Mel 
phorically.  Acrobat  is  a  blend  of  Po: 
script  and  SGML — look  and  content 
So  where  are  Goldfarb's  royaltu 
Although  gml  was  part  of  a  documej 
processing  system  licensed  to  4,0 
mainframes,  Goldfarb's  reward  1 
coinventing  it,  a  small  bonus,  doesi 
compare  w  ith  John  Warnock's  stc 
holdings.  But  Goldfarb  hasn't  lost  j 
evangelical  fervor  for  standards.  N 
53  and  working  at  IBM's  Aim  ad 
Research  center  in  San  Jose,  Cal 
Goldfarb  gushes  about  "extendi 
the  paradigm"  with  HyTime — mui 
media  SGML.  I 
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How  well  can  your  800  service 
control  heavy  traffic? 


When  too  many  customers  call  your  business 
nultaneously  they  can  turn  your  smoothly-flowing 
0  traffic  into  gridlock.  Callers  can't  get  through, 
id  rather  than  stay  on  hold  indefinitely,  they  could 
oose  to  take  their  business  elsewhere. 
Fortunately,  Sprint  has  devised  a  number  of  alter- 
te  routes  to  make  sure  you  get  every  call  in  the 
idst  of  busy  800  traffic.  For  instance,  our  800  Call 
rector*1  features  a  unique  graphic  interf  ace  that 

you  redirect  your  800  traffic  with  point-and-click 
nvenience.This  makes  it  easy  to  reroute  calls, 
in  as  your  call  center  is  reacting  to  its  own  version 
rush  hour. 


Another  Sprint  solution  allows  you  to  have  your 
incoming  calls  routed  automatically,  not  only  to  the 
nearest  call  center,  but  to  the  next  available  agent. 
The  result  is  maximized  productivity  and  mini- 
mized customer  disconnects. 

So  if  you're  in  an  800  jam,  give  us  a  call.  We'll  show 
you  how  Sprint's  800  solutions  can  drive  up  your 
sales  and  profitability.  And  reduce  the  time  your 
customers  spend  in  traffic. 

For  the  perfect  800 
service,  guaranteed, 
follow  SprintSMCall 
1-800-827-4800. 


Sprint. 


Call  for  details  of  guarantee.  New  800  customers  only.  ©  1993  Sprint  Communications  Company  L.R 
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Marionated 
video 


COMMENTARY  BY  ANDREW  J.  KESSLER 


Andrew  J.  Kessler  is  a  managing  director 
at  Unterberg  Harris  &  Co.,  an 
investment  banking  firm  in  New  York. 


The  truth  is,  ibm  got  into  trouble 
because  chips  got  too  good  too  fast. 
When  you  could  get  the  equivalent  of 
a  mainframe  on  a  $500  chip,  why 
spend  $5  million  on  a  mainframe? 

It  sometimes  looks  as  though  the 
personal  computer  industry  could  get 
into  the  same  kind  of  trouble — too 
much  power  available  too  cheaply. 
But  I'm  not  worried,  because  I  think 
that  an  explosion  in  demand  for 
processing  power  will  keep  hard- 
ware manufacturers  very  busy.  That 
demand  will  come  from  video — in 
particular,  interactive  video.  Much 
as  graphical  interfaces  opened  up 
computing  to  a  new  set  of  users, 
interactive  video  may  unlock  a  new 
set  of  users  and  services  for  the 
computer  platform. 

There  will  be  three  major  markets 
for  interactive  video,  business,  educa- 
tion and  entertainment.  The  last  will 
provide  the  initial  explosive  growth. 
In  the  U.S.,  we  forget  how  explosive 
consumer  electronics  can  be,  having 
waved  good-bye  to  the  market  a  de- 
cade ago.  But  think  back  to  electronic 
watches,  CBs,  Atari  videogames.  All 
were  very  profitable  fads  for  some 
U.S.  companies.  The  U.S.  missed 
vcrs,  compact  disc  players,  cam- 
corders and  Nintendo.  We  will  not 
miss  interactive  video. 

With  interactive  video,  the  viewer  is 
in  control.  Skeptics  of  the  technology 
think  of  it  as  a  way  to  give  the  viewer  a 

114 


choice  of  endings  to  Gone  with  the 
Wind.  Nonsense.  There  is  no  value  in 
changing  endings,  but  enormous  en- 
tertainment value  in  allowing  choices 
of  how  you  get  to  the  end. 

To  understand  interactive  video, 
first  look  at  the  $6  billion  industry  of 
videogames.  To  do  animation  on  the 
fly,  the  game  must  contain  images  of 
characters  in  each  possible  position, 
much  like  the  eels  Disney  used  as  a 
cartoon  animator  half  a  century  ago. 
So  the  game  creator  makes  and  stores 
10  or  20  frames  of  each  character,  to 
be  played  back  when  the  player  moves 
the  joystick  or  fires  a  button.  This 
process  is  known  as  rotoscoping.  It 
used  to  be  a  painfully  slow  process.  A 
graphic  artist  had  to  paint  each  picture 
element  or  pixel  one  at  a  time,  and 
movement  was  jerky  and  not  very 
natural.  No  one  will  ever  mistake 
Super  Mario  for  a  real  plumber. 

Video  to  the  rescue.  A  company  in 
Coarsegold,  Calif,  Tsunami  Media, 
has  modernized  rotoscoping.  A  real 
person  acts  out  each  possible  move- 
ment in  front  of  a  blue  screen,  much 
like  the  weatherman  on  the  5  o'clock 
news,  so  only  the  actor  is  captured  on 
video.  The  video  is  then  scanned  into 
a  computer  one  frame  at  a  time.  Per- 
haps 10  or  15  frames  would  represent 
one  second  of  movement. 

With  the  low  resolution  acceptable 
in  videogames,  each  frame  can  be 
described  with  100  to  200  colored 
pixels.  A  graphic  artist  then  steps  in 
and  edits  the  pixels  on  the  captured 
human  image.  A  PC  or  videogame  is 
designed  to  manipulate  these  pixels. 
The  result  is  a  natural,  realistic  anima- 
tion, controlled  by  a  joystick. 

It's  enough  to  keep  an  Intel  486 
very  busy,  but  there's  more  around 
the  corner,  enough  to  keep  people 
buying  future  generations  of  com- 
puters. Why  not  let  the  player  move 
the  captured  image  of  a  real  person 
around  the  screen?  I  call  this  process 
marionating,  a  blend  of  animate, 
marionette   and   Mario.    It's  real 


people  on  invisible  strings. 

Marionating  is  already  here.  Elec 
tronic  Arts,  a  leading  digital  studk 
has  released  a  game  called  "Jordan  i 
Flight,"  with  captured  images  of  M 
chael  Jordan,  Nikes  and  all.  With 
mouse  or  joystick,  you  control  Jo 
dan's  flight  to  the  basket.  A  Jackso 
ville,  Ore.  startup,  Trilobyte,  has  ju 
begun  shipping  The  7th  Guest,  a  mu 
der  mystery  that  uses  Autodesk's  3 
animator  to  create  user-controll 
videos  overlaying  real  actors  playi 
out  their  parts  (a  steamy  batht 
scene,  PG-13).  Tsunami  is  worki 
on  a  cop  game  with  real  cops  at 
robbers,  except  that  you  make  tl 
arrest.  It  beats  couch  potatoing  yo 
way  through  Unsolved  Mysteries. 

The  possibilities  are  endless.  If  y 
already  have  a  camcorder  and  a  PC,  I 
a  few  bucks  you  can  get  a  blue  sere 
and  capture  yourself,  stand  up, 
down,  etc.  You  then  will  be  able 
control  your  own  ego  on  screen  (w 
needs  shrinks?),  tour  the  world,  am 
Al  Capone,  try  on  frilly  underwe 
Hey,  Coke  got  Bogart  to  pitch  c 
bonated  water.  Anvthing's  possibli 

What  does  this  mean  for  investo 
Besides  the  run  on  blue  sheets,  w< 
see  a  new  crop  of  digital  producti 
studios,  developing  tools  and  tit 
for  interactive  video.  Already  sc 
ware  companies  are  hiring  TV  p 
ducers.  Apple  and  Microsoft  are  b 
tling  over  video  extensions  to  t 
operating  systems.  Broadcasters 
Hollywood,  both  contending  w 
flattening  revenues,  are  going  to 
creative.  I  would  pay  good  mone; 
battle  Muhammad  Ali.  On  sere 
of  course. 

Skeptical?  We  are  really  not  that 
away.  John  Malone  of  TCI  boasts  t 
his  14  million  subscribers  will  be 
teractive  by  1996.  To  be  sure,  mi 
has  to  happen  between  now  and  tr 
but  much  can  be  compressed  inl 
short  time  span  in  a  world  in  wf 
chip  processing  power  doubles  t\ 
18  months. 
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TOWS  THE  LINE. 


Technology  leads  the 
way  at  Diebold,  pulling  us 
ahead.  On  the  product 
line,  production  line  and 
bottom  line. 

With  a  new  gener- 
ation of  automated  teller 
machines,  we've  won 
wide  acceptance  in  world 
markets. 

The  sophistication  of 
our  electronic  security 
systems  is  winning  us  a 
growing  range  of  custom- 
ers in  financial  services, 
universities  and  hospitals. 

By  automating  our 
factories  and  computer- 
izing our  service  business, 
we've  enhanced  the  pro- 
ductivity of  our  people. 

Result:  along  the  bottom 
line,  we're  moving  up. 


A  world  leader  in  automated 
teller  machines,  security  products 
and  related  services. 


SCIENCE  &  TECHNOLOGY 


The  math 
that  counts 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  Galileo's  Revenge: 
Junk  Science  in  the  Courtroom  (Basic  Books). 


Those  German  and  Japanese  young- 
sters sure  are  good  at  math.  They 
whip  our  kids  on  every  standard  test. 
But  before  this  often-cited  fact  impels 
you  to  move  your  R&D  lab  to  Ham- 
burg, consider  this:  In  the  one  area  of 
numeracy  that  really  counts  today — 
namely,  software — Americans  still 
lead  the  world  by  a  mile. 

Standardized  tests  and  interna- 
tional math  olympiads  staged  by  ag- 
ing pedagogues  prove  that  to  master 
the  Cauchy-Riemann  equations  it  is 
better  to  be  educated  in  Vienna  than 
in  the  San  Fernando  Valley.  Their 
kids  learn  partial  differential  equa- 
tions. Ours  worm  their  way  into 
some  bank's  computer  and 
restructure  the  national  debt  of 
Paraguay.  No  American  kid  ever 
learns  how  to  solve  the  Navier- 
Stokes  equation,  which  governs  the 
flow  of  air  over  an  airplane  wing  or 
water  through  a  turbine. 

But  no  German  or  Japanese  kid 
does,  either,  and  none  ever  will.  When 
it  comes  to  real-world  problems,  the 
important  equations  in  engineering 
and  physics  cannot  be  solved  with  the 
symbolic  tools  developed  by  19th- 
century  French  and  German  math- 
ematicians. They  are  solved,  instead, 
with  millions  of  simple  calculations, 
performed  inside  computers. 

When  hand-held  calculators  first 
appeared,  there  was  silly  talk  about 


why  kids  wouldn't  have  to  learn  arith- 
metic anymore.  But  of  course  they  do: 
Basic  numeracy  is  essential  for  every- 
day living  in  a  quantified,  high-tech, 
market  economy.  The  higher  planes 
of  mathematics,  however,  are  being 
changed  in  a  different  and  more  fun- 
damental way. 

Suppose  you  need  to  calculate  the 
flow  of  heat  through  the  metal  wall  of 
an  engine  cylinder.  For  a  few  simple 
geometries,  the  applicable  equations 
can  be  solved  with  paper  and  pencil. 
In  1975,  when  I  was  studying  engi- 
neering at  MIT,  the  calculus  you  use 
for  this  sort  of  problem  was  taught  in  a 
graduate -level,  semester-long  course. 
Today  any  engineer  facing  such  a 
problem  would  lay  down  the  pencil 
and  solve  the  equations  numerically. 
She'd  use  what  amounts  to  a  spread- 
sheet, with  each  cell  representing  a 
tiny  element  of  the  cylinder  wall.  Each 
cell  is  programmed  with  a  handful  of 
elementary  equations  to  track  heat  in, 
heat  out,  and  heat  remaining  on  the 
premises.  Millions  of  simple  calcula- 
tions substitute  for  a  page  or  two  of 
symbolic  wizardry. 

When  some  of  the  basic  tools  of  a 
craft  suddenly  become  a  billion-fold 
more  powerful,  the  craft  changes 
completely.  Jet  engines  don't  just 
make  us  faster  walkers;  they  transform 
the  very  nature  of  travel.  Computers 
are  doing  the  same  to  mathematics. 
School  teachers,  however,  will  proba- 
bly be  the  last  ones  to  find  out. 

Today  countless  college  kids — 
American  kids — can  produce  nu- 
merical solutions  to  problems  of  heat 
flow,  diffusion  or  wave  propagation 
that  would  have  baffled  yesterday's 
mathematical  prodigies.  The  results 
appear  as  pictures  or  numbers,  not 
symbols  or  equations,  but  they're 
what  you  need  to  build  things  that 
work.  Having  formulated  basic  laws 
of  gravity  and  momentum,  Isaac 
Newton  had  to  invent  differential 
calculus  to  solve  them.  Today  kids  in 


high  school  can  program  Newton 
equations  into  a  computer,  and  the 
watch  the  javelin  soar  through  i 
parabolic  arc,  or  the  planets  trace  oi 
their  orbits  around  the  sun.  With  tl 
symbolic  mathematics  he  developd 
Newton  could  just  barely  calcula 
that  the  earth  moves  in  an  cl lips 
The  kid  with  glasses  who  lives  dow 
your  block  can  show  you  how  th 
ellipse  is  perturbed  by  the  gravit 
tional  pull  of  Jupiter. 

Software  packages  like  Macsyn 
and  Mathematica  complete  the  stor 
These  programs  crunch  numbers  ar 
draw  graphs,  but  they  also  solve  cor 
pletely  symbolic  equations  in  algcbi 
calculus  and  geometry.  In  the  197 
Macsyma  ran  on  a  large  minicompi 
er  at  MIT.  Today  you  can  carry  t 
machine  you  need  to  run  it  under  t 
pastrami  sandwich  in  your  briefcase 

Which  is  simply  another  way 
saying  that  math  olympiads  are  h 
side  the  point.  What's  important 
that  we  have  by  far  the  most  vibra 
microcomputer  and  software  indi 
tries  in  the  world.  Faster  than  anyo 
else,  we  are  replicating  machine  : 
telligence  and  putting  it  to  work 
our  desktops.  If  you  master  ba 
engineering,  algebra,  geometry 
calculus  to  the  point  where  you  c 
simply  define  a  problem  propel 
there's  a  good  chance  you  can  so 
it.  John  von  Neumann,  the  Hung 
ian-born  mathematical  genius  \\ 
played  such  a  seminal  role  in  de\ 
oping  the  first  digital  computers, 
been  cloned. 

In  1970  I  returned  to  America 
beautiful  from  the  rigors  of  a  Euro 
an  high  school  education.  I  enrol 
as  a  freshman  at  MIT,  skipped  the  f 
semester  of  calculus  and  coas 
through  the  second.  A  few  years  1; 
Bill  Gates  dropped  out  of  Harvan 
went  on  to  teach  fluid  mechanic 
my  alma  mater — taught  it  the  c 
fashioned  way,  with  blackboard,  cl 
and  mathematics  of  Prussian  rij 
Bill  Gates  frittered  away  his  youth 
software.  I'd  bet  a  year  of  my  inc( 
against  a  year  of  his  (timid  odd 
admit)  that  I  could  still  outscore 
on  a  standardized  high  school  n 
test.  But  if  you  need  to  desig 
pipeline  or  a  power  plant,  the  ma 
matical  tools  you  need  are  more  li 
to  come  from  Seattle  than  from 
shores  of  the  Baltic  Sea. 
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VE'VE  GOT  98  BILLION  BRANCHES 
lND  YOU'VE  NEVER  HEARD  OF  US? 


As  one  of  the  largest  producers  of  timber  in  the  United 
is,  Cavenham  Forest  Industries  is  well  known  in  the  world 
>rest  products. 

Less  well  known  is  the  company  that  owns  it:  Hanson. 
Frankly,  as  a  diversified  industrial  management  company, 
e  used  to  the  fact  that  many  of  our  businesses  are  better 
mi  than  we  are.  Several  of  them,  in  fact,  are  quite  familiar 
Jacuzzi  Whirlpool  Baths,  Tommy  Armour  golf  equipment, 
erware,  and  Peabody  Coal. 

But  we  prefer  to  impress  our  shareholders  with  some- 
g  far  more  important  than  a  list  of  household  names  — 
track  record.  Which  is  considered  one  of  the  most  enviable 
lodern  financial  history. 

For  example,  over  the  last  28  years  our  earnings  per  share 


have  grown  at  an  annualized  rate  of  19%.  While  our  gross  divi- 
dend yield  at  year-end  1992  was  6.3%. 

And  since  being  listed  on  the  New  York  Stock  Exchange  in  1986, 
sales  have  soared  to  $15  billion  and  net  income  has  nearly  tripled. 

Obviously,  there's  a  reason  for  our  success:  A  manage- 
ment philosophy  steeped  in  common  sense.  Namely,  to  own 
businesses  that  provide  basic  goods  and  essential  services  like 
timber,  coal,  and  building  materials.  And  then  to  keep  a  firm 
eye  on  the  bottom  line. 

In  short,  we  are  a  company  run  first  and  foremost  for  the 
benefit  of  our  shareholders. 

It's  a  view,  we  believe,  that's  as  bread  itaking  as  any  youH  see 
in  one  of  our  forests. 

For  a  copy  of  Hanson's  Annual  Report  call  1 -800-8-HANSON. 


HANSON 
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If  you  don't  mind  haggling— and  even  if  you  do— there 
are  terrific  bargains  to  be  had  on  luxury  hotel  rooms. 

Cheaper  rooms 
at  the  inn 


By  Brigid  McMenamin 

The  New  York  Palace 
Hotel  (formerly  the 
Helmsley  Palaee)  still  has  a 
Baccarat  crystal  chandelier 
in  the  foyer  and  Tiffany 
windows  overlooking  the 
courtyard.  But  rather  than 
market  its  luxurious  ameni- 
ties, the  962-room  hotel  is 
running  ads  touting  big 
rooms  with  lots  of  phones, 
computer  ports- — and 
cheap  prices.  In  April  the 
Palace  cut  the  price  of  its 
standard  rooms  by  nearly 
40%,  from  $270  a  night  to 
just  $169  on  a  week  night.  To  get  the 
special  rate,  all  you  have  to  do  is  ask. 

Across  the  country,  top-flight  ho- 
tels are  scrambling  to  fill  rooms.  Ho- 
tel occupancy  rates  have  been  hover- 
ing at  around  60%  for  the  past  two 
years.  Most  hotels  need  65%  occupan- 
cy rates  to  break  even.  In  1991  the 
Gulf  war  and  the  recession  clobbered 
hotels.  Last  year  losses  dropped,  but 
nearly  half  of  all  U.S.  hotels  were  still 
in  the  red.  Sighs  Richard  Copland  of 
the  American  Society  of  Travel 
Agents:  "1991  and  1992  were  disas- 
trous years  [for  hotels]." 

A  glut  of  hotel  rooms  and  the 
steady  downward  march  of  business 
travel  are  mostly  to  blame.  A  Gallup 
poll  done  for  the  Air  Transport  Asso- 
ciation, the  airline  industry's  trade 
association,  showed  that  only  37%  of 
travelers  last  year  said  they  were  on 
business,  down  from  46%  in  1991  and 
52%  in  1982. 

But  what's  bad  news  for  the  hotels 
is  good  news  for  travelers — business 
people  and  vacationers  alike— who 
appreciate  great  sendee  at  reasonable 
prices  and  don't  mind  haggling  a  little 


The  New  York  Palace  Hotel 
"Nobody  pays  the  corporate  rate. 


on  the  price  side. 

The  Minneapolis  Crown  Sterling 
Suites  quotes  two- room  suites  at 
$150.  A  "corporate  rate"  on  the  same 
room  is  $106.  "But  nobody  pays  the 
corporate  rate,"  scoffs  a  marketing 
official  at  another  hotel.  Indeed,  be- 
fore a  Forbes  reporter  could  finish 
jotting  down  the  Crown  Sterling's 
$106-a-night  corporate  rate,  we  were 
offered  the  same  room  for  $79. 

"Discounting  remains  rampant," 
advises  Coopers  &  Lybrand  travel 
consultant  Bjorn  Hanson.  "Negoti- 
ating for  rates  over  800  numbers  con- 
tinues to  yield  real  dividends." 

Result?  Better  hotels,  those  that 
post  rates  of  $95  a  night  and  up, 
actually  charge  33%  to  45%  less.  The 
discount  at  the  top  hotels  is  somewhat 
less  in  percentage  terms  but  still  worth 
a  haggle  in  absolute  dollar  terms. 
According  to  Smith  Travel  Research, 
hotels  that  list  rooms  for  $150  and  up 
actually  charge  about  $116. 

"Negotiate  hard,"  advises  Han- 
son. "Especially  if  you  do  high  vol- 
ume or  it's  a  nonpeak  time."  ( In  the 
hotel  business,  nonpeak  times  vary 


from  city  to  city.) 

The  New  York  Hilton  &  Tow  . 
across  from  Rockefeller  Center,  pc 
its  double  room  rates  from  $  1 74 
$224.  The  hotel  also  recently  offe 
a  special  "Spring  Saver  rate"  of  $ 
on  weekends — but  if  you  ask,  you 
get  the  $139  rate  during  the  \vc 
too,  depending  on  the  date  and  v 
you  happen  to  get  on  the  phone. 

"People  say  'Don't  you  have  a 
thing  better?'  "  explains  one  h< 
marketing  executive.  "Clerks  will 
ten  put  you  on  hold  and  come  1- 
with  something  up  to  50%  lower.' 

"When  customers 
for  hotel  reservations,  t 
feel   like   they're  pla\ 
'Let's  Make  a  Deal,'  " 
Dolores  Sanchez,  dire< 
of  media  relations  at 
Boston-based  ITT  Shen 
chain.  So  last  year  ITT  Si 
aton  bowed  to  the  real 
of  the  marketplace  and 
the  posted  prices  in  moi 
the  Sheratons  around 
country.    And  Sherc 
started  offering  even  be 
deals  for  guests  who  b 
two  weeks  in  advance 
the     Washington,  E 
Sheraton  Carlton  Hotel,  for  insta 
double  room  rates  start  at  $230,  b 
you  book  14  days  in  advance, 
price  drops  to  $180. 

This  summer  in  Chicago, 
Drake  is  offering  double  rooms 
just  $159,  compared  with  the  ho 
usual  "minimum"  rate  of  $215. 1 
the  Regent  Beverly  Wilshire — w 
rates  start  at  $255  a  night — d 
discounts.  Anyone  with  a  busi 
card  who  bothers  to  ask  at  the 
desk  can  get  a  room  for  $235.  C 
panies  that  contract  to  use  the  hoi 
least  100  nights  a  year  get  a  rate 
starts  at  $215.  Traveling  in  a  grot 
ten  or  more?  The  rate  drops  to  $ 
And  remember:  These  are  official 
counts.  Everything's  negotiable. 

If  you're  not  into  haggling  witl 
reservations  clerk,  vou  can  get  u 
60%  off  at  10,000'hotels  world; 
simply  by  giving  them  a  discount 
found  in  a  paperback  called  Tr 
wise.  The  book  lists  hotels  that 
vide  price  breaks  for  readers.  T( 
your  copy,  call  Travelgraphics  I 
national,  Inc.  at  800-633-7 
Price:  $18. 
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lathan  Ancell  had  a  problem:  How  do  you  get  rid  of 
,000  objets  d'art  collected  over  60  years? 

rhe  granddaddy 
if  all  tag  sales 


i  Christie  Brown 

)U  NAME  IT,  Nathan  Ancell  has 
obably  collected  it,  everything  from 
tique  jade  to  a  bronze-and-wooden 
Idle  for  a  two-humped  camel. 
Ancell  is  the  founder  of  Ethan  Al- 
ine, the  300-store  furniture 
jam.  Now  85,  Ancell  has  spent  60 
irs  buying  practically  whatever  col- 
tible  or  knickknack  caught  his  eye. 
all,  he  amassed  some  6,000  objects 
ich  overflowed  three  homes  and  a 
ehouse  he  owns. 

"he  assortment  includes  modern 
jrkish  silk  rugs,  antique  quilts,  art 
o  posters,  Western  bronzes,  Chi- 
e  ivory  statues,  old  powder  horns. 

even  has  a  7-foot-long  Sicilian 
ikey   cart   painted   with  opera 
nes.  Ancell  figures  he  probably 
tit  a  total  of  about  $5  million  on 
collection. 

I>ut  like  many  an  older  collector, 
:ell  faced  a  dilemma:  "I  had  to 
lire  out  what  I  was  going  to  do  with 
his  junk,"  he  says.  "If  I  kicked  the 
ket  and  left  all  this  stuff  in  the 
es,  it  would  be  impossible  to 
ize." 

uction  it  all  off?  He  frowned  on 
"I  didn't  want  to  sell  at  Sothe- 
or  Christie's,"  says  Ancell,  who 
d  have.  "After  paying  their  corn- 
ions  and  going  through  the 
le  dog  and  pony  show,  it  wasn't 
it." 

ve  it  away?  To  whom?  "My  two 
hters  aren't  interested  in  an- 
s,"  says  Ancell. 
)  Ancell  concocted  a  scheme  that 
is  to  please  everyone,  from  his 
liters  to  the  Internal  Revenue 
ice.  He  is  holding  the  granddad- 
all  tag  sales,  and  stretching  it  out 
J  several  years. 

lis  past  May  Ancell  opened  a 


store  to  peddle  the  stuff.  It's  called  the 
World  of  Interior  Design  and  is  in 
White  Plains,  N.Y.,  about  45  minutes 
north  of  Manhattan.  The  business  is 
owned  by  his  daughters,  who  have 
invested  $50,000  each.  Ancell  also 
lent  the  company  $325,000  to  meet 
current  expenses,  which  include  the 
services  of  a  full-time  professional 
manager. 

The  store  itself  owns  no  inventor)'. 
All  its  merchandise  is  on  consignment 


from  Ancell.  As  the  objects  are  sold, 
Ancell  will  recoup  his  original  pur- 
chasing costs,  plus  6%  annual  interest 
for  the  loan  of  the  pieces  while  on 
consignment.  Any  profits  go  to  the 
business — i.e.,  to  his  daughters,  free 
of  gift  or  estate  taxes. 

What  if  Aicell  dies  before  the  col- 
lection is  liquidated?  His  estate  will 
take  over  as  consignor  of  the  mer- 
chandise for  a  period  often  years. 

Ancell  has  priced  the  objects  based 
on  what  he  thinks  is  fair  retail  value, 
then  marked  them  down  25%.  Take 
two  massive  jade  plaques,  3  feet  by  2 
feet  by  2xh  inches  thick.  Ancell  says  he 
bought  the  pair  from  a  New  York 
dealer  25  years  ago  for  $52,000.  The 
sales  tag  is  marked,  "Regular  Price: 
$92,000.  Our  Price:  $69,000." 

On  average,  the  merchandise  is 
tagged  at  about  40%  more  than  An- 
cell's  original  cost,  but  there  are  ex- 
ceptions. For  example,  an  intricate 
ivory-inlaid  box  Ancell  bought  in 
China  20  years  ago  for  $9,000  is 
tagged  $30,000;  the  camel  saddle, 
which  was  bought  in  Israel  for  $450, 


Nathan  Ancell's  White  Plains  store  bulges  with 
Turning  a  nightmare  of  a  collection  into  a 


his  collectibles 

business  for  his  daughters. 
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IHmklc  I  p.  \mcncu! 
O  IW'i        Corp.  All- rights  rcicnod 
.    CADILLAC,  NOR  I  US  I  \K  SRVfl  l> 


CHOICES.  YOU 


almost  any  other  automobi 


OR  DRIVE. 


id,  a  loiai  loss  oj  cooiani 


f  could  leave  you 


ol'l  tlflt  i  t'14. 


But  not  in  the  Seville  STS  with  the  Northstar  System.  Because  its  patented 
Norths  tar  V8  is  so  adaptive  that,  if  necessary  for  your  safety,  it  is  engineered  to 
sense  major  coolant  loss  automatically.  It  then  begins  alternately  firing  and  air-cooling  its 
two  banks  of  cylinders  to  help  prevent  overheating.  The  result:  you  could  travel  up  to 
50  miles-even  in  desert  heat-without  a  single  drop  of  coolant. 

Seville  STS. 

Changing  the  way  you  think  about  American  automobiles. 


SPEED-SENSITIVE  STEERING  •  PLUS  DUAL  AIR  BAGS  -  PLEASE  CALL  1-800-333-4CAD 


PERSONAL  AFFAIRS 


A  7-foot-long  Sicilian  donkey  cart  painted  with  opera  scenes 
Over  60  years,  Ancell  bought  whatever  caught  his  eye. 


is  now  $1,100.  And  a  19th-century 
Dutch  marquetry  sofa,  for  which  An- 
cell bartered  a  modern  Ethan  Allen 
sofa  worth  $1,000,  is  for  sale  at 
$7,000. 

Ancell  figures  by  selling  the  collec- 
tion himself  he  can  get  far  more  than 
dealers  would  pay  him,  or  what  an 
auction  might  fetch.  "I  can  sell  it  all 
for  $7  million  to  $10  million,  I'm 


sure,"  he  claims.  That  would  mean  he 
(or  his  estate)  would  get  back  his 
original  $5  million  investment,  and 
the  business  owned  by  his  daughters 
would  collect  between  $2  million  and 
$5  million. 

Does  AncelPs  scheme  simply 
amount  to  his  making  a  gift  of  the 
appreciation  on  his  collection  to  his 
daughters,  a  gift  that  would  normally 


Carved  wooden  lion  made  in  Laos 

Bought  in  1975  for  about  $9,000,  now  on  sate  for  $12,770. 
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be  subject  to  heft)'  gift  taxes  or  estatd 
duties? 

Ancell  bridles  at  such  questions. 
His  daughters,  he  reminds  us,  invest 
ed  their  own  money  to  start  the  com] 
pany.  "There's  no  gift  here,"  ha 
snaps.  "And  after  salaries,  overhead! 
insurance  and  rent,  the  company  will 
net  about  8%  of  sales,  after  tax.  That's 
normal  business." 

Kevin  Roach,  partner  and  head  ol 
personal  financial  service  for  Price 
Waterhouse,  the  big  accounting  firm, 
thinks  Ancell  is  right.  "Quite  possibl] 
a  third  party  would  derive  a  similai 
profit,"  he  says,  "If  so,  any  challeng< 
by  the  IRS  could  be  avoided." 

Whatever  the  tax  implications,  thi 
primary  advantage  is  that  Ancell': 
daughters  are  saved  the  long  aru 
complicated  job  of  settling  an  illiquid 
art-laden  estate.  "The  prime  reason  ij 
was  done  this  way  was  to  pull  togethej 
all  this  stuff  that  was  spread  over  hell 
half  acre  and  make  a  sellable  busine 
for  my  kids,"  says  Ancell. 

Ancell  had  other  options  if  he  simj 
ply  wanted  to  get  rid  of  his  collectioi 
and  avoid  capital  gains  or  gift  taxe 
One  method  that  is  popular  thci 
days  involves  the  use  of  a  charitabj 
trust,  coupled  with  an  annuity. 

Price  Waterhouse's  Roach  cites 
client  who  wanted  to  dispose  of  h| 
collection  of  Japanese  art.  The  colle< 
tor  put  it  all  in  a  nontaxable,  chariti 
ble  trust.  The  trust  then  sold  tH 
collection  at  auction.  The  proceed 
were  used  to  buy  an  annuity.  Tf| 
income  went  to  the  client  for  the  rej 
of  his  life;  the  principal  was  left  1 
designated  charities  after  his  dead 
No  capital  gains  taxes,  no  gift  taxd 
no  estate  taxes. 

But  also  no  fun,  and  Ancell  is  ha 
ing  lots  of  it  as  he  runs  his  daughtel 
company.  The  collection  is  being  so 
on  the  top  floor  of  a  three-stoi 
36,000-square-foot  building  « 
which  the  company  has  signed  a  ll 
year  lease — with  an  option  to  buy.  I 

Ancell  has  more  projects  for  the  r< 
of  the  space.  Within  a  year  he  plans 
open  an  interior  design  store  on  t 
second  floor,  a  kind  of  internatioi 
Ethan  Allen.  "If  it  hits,  then  I  plan 
roll  out  200  to  300  stores  across  t 
country,"  says  Ancell.  "I  can  do  tl 
with  one  hand."  Here's  a  case 
collecting  keeping  the  collec 
young. 


Forbes  ■  June 
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ent  for  a  Macanudo. 


A  golfer's  moment  to  remember  has  a  way  of  etching  itself  in  the  mind  for  a  lifetime, 
whether  your  handicap  is  5  or  35,  there  is  always  one  unlikely  putt,  or  one  improbable 
oach  or  one  unforgettable  drive  that  stands  above  all  the  rest. 

Such  moments  to  remember  are  made  for  a  Macanudo  cigar.  For  in  an  age  when  speed 
too  often  the  order  of  the  day,  the  men  of  Macanudo  still  take  more  than  two  years  to 
the  finest  tobaccos  in  the  world  into  cigars  made  entirely  by  hand. 

Just  so  you  can  let  any  moment  worth  savoring  linger  on  and  on  with  all  the  taste  and 
ia  of  the  ultimate  cigar. 


lontegoY  Cia 
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Kidvid 

Geraitmne  Laybourne  knows  exact- 
ly what  her  competitors  think  of  her. 
A  former  prep  school  teacher,  Lay- 
bourne  is  president  of  cable  TV's  Nick- 
elodeon/Nick at  Nite,  which  is  steal- 
ing business  from  four  embarrassed 
broadcast  networks,  ABC,  CBS,  NBC  and 
Fox.  "They  would  like  it  if  we  were 
dead,"  she  says  bluntly. 

Nickelodeon  is  a  kid's  TV  channel 
by  day  and  a  nostalgia  channel  of  well- 
worn  reruns  by  night.  Viewership  for 
Nick  at  Nite,  launched  in  1985,  was 
up  a  solid  19%  last  year,  but  it's  the 
daytime  shows  that  hurt  the  net- 
works. Nickelodeon  accounts  for 
one-third  of  all  kids'  TV  viewing,  more 
than  the  four  networks  combined. 

Now  Laybourne  is  pushing  onto 
the  broadcasters'  own  turf.  Late  last 
year  the  Federal  Communications 
Commission  said  that  cartoons  like 
the  FUntstones  and  G.I.  Joe  could  not 
count  toward  the  educational  pro- 
gramming that  Congress  insists  each 
station  carry.  That  left  station  manag- 
ers scrambling  for  new  shows.  The  big 
winner:  Laybourne's  Nick  News,  a  30- 
minute  weekly  news  show  for  kids 
hosted  by  Linda  Ellerbee.  Within 
eight  weeks  the  show  was  bought  by 
TV  stations — independents,  affiliates 
and  even  network- owned  stations — 
covering  90%  of  the  U.S.  The  added 
bonus:  plugging  the  Nick  name  at  the 
competitors'  expense. 

Laybourne,  46,  quit  teaching  in 
1973  to  be  an  independent  producer 
of  children's  television.  A  few  unsold 
pilots  later,  she  joined  Nickelodeon  as 
a  program  manager.  In  1986  she  be- 
came president.  When  sales  passed 
$210  million  last  year,  she  was  named 
vice  chairman  of  corporate  parent 
mtv  Networks,  which  is  owned  by 
Viacom  International  Inc. 

But  Laybourne  isn't  content  to  play 
solely  in  the  TV  sandbox.  "We're  a 
trademark,"  she  says.  Her  new  ven- 
tures: Nickelodeon  magazine  for  the 
6-to-l  1 -year-olds,  a  line  of  dolls  and 
painting  toys,  and  forays  into  feature 
films  with  Twentieth  Century  Fox 
and  home  video  and  audio  with  Sony. 

"Our  audience  is  not  faddish," 
Laybourne  says  to  explain  her  success. 
"We  can  produce  something  for  ten 
years  and  it  has  a  life  internationally 
and  in  syndication.  We  don't  have  any 
desire  to  die."     -Sharon  Moshavt 
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Eric  Gleacher  of  Gleacher  &  Co. 

"This  is  the  Nineties  version  of  M&A." 


Seems  like  old  times 

As  head  of  mergers  and  acquisitions 
at  Morgan  Stanley  for  much  of  the 
1980s,  Eric  Gleacher  was  very  much  a 
Wall  Street  mover  and  shaker.  Among 
his  achievements:  advising  Henry 
Kravis  on  the  rjr  Nabisco  takeover, 
and  defending  Texaco  against  Carl 
Icahn's  $14  billion  takeover  bid. 

Three  years  ago  Gleacher  went  out 
on  his  own,  forming  an  investment 
banking  partnership,  Gleacher  &  Co. 
"I  thought  if  I  didn't  try  I  would 
always  wonder  if  I  could  have,"  says 
Gleacher,  now  53.  The  business  has 


Nickelodeon  President  Geraldine  Laybourne 
Competitors  pay  to  plug  her  product. 


done  well  enough.  It  handled  Co 
Agra's  $3.3  billion  purchase  of  III 
atrice  and  sold  a  25%  interest  in  t 
partnership  to  European  bank 
Morgan  Grenfell  and  Deutsche  Bai 

But,  as  the  merger  market  has  dri 
up,  Gleacher  &  Co.  has  turned  to  l| 
adventurous  arenas.  It  has  dabbled 
venture  capital,  done  some  work 
Morgan  Grenfeil's  European  die 
and  consulted  on  asset  and  debt 
structurings  for  Dial  Corp.  and  Art 
"This  is  the  Nineties  version  of  M8a 
says  Gleacher.  "It's  not  like  the  Eig 
ies.  Business  has  to  be  develop 
more.  It's  harder  to  do.  It  takes  Ion 
er.  And  there's  less  of  it." 

Now  Gleacher  is  bringing  so 
excitement  back  to  M&A  in  a  na 
takeover  battle.  Since  1991  he 
been  a  financial  adviser  to  Bosto 
based  Lifetime  Corp.,  an  $886  n 
lion  (sales)  home  health  care  provii 
with  a  rotten  stock  record.  In  Ma 
Lifetime  was  put  into  play  when  l 
bey  Healthcare  of  Costa  Mesa,  C 
made  an  unsolicited  bid  for  the  fir 

Lifetime  rebuffed  Abbey  and 
cepted  an  offer  from  Westbury,  N 
based  Olsten  Corp.  instead.  Enrag 
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"If  our  copiers  are  working, 
our  people  are  working." 
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^he  performance  of  your 
high-volume  copying  systems 
J  tal  to  the  productivity  of 
!r  organization. 
?  j  That's  why  we're  proud  to 
the  Corporate  Line  of  highly 
iuctive  high-volume  copying 
^ms— copiers  uniquely 

ted  for  the  demands  of  companies  like  yours. 
The  Corporate  Line,  featuring  the  NP  9800  and  our 
NP  6060,  was  designed  for  durability  day  in  and  day 
These  copiers  take  productivity  beyond  delivering  more 


THE  CORPORATE  LINE 


copies  per  minute.  With  fast  first  copy 
speeds  so  your  people  spend  less  time 
completing  short  runs.  Sophisticated 
document  handling  and  finishing  capa- 
bilities for  complete  stapled  sets  at 
the  touch  of  a  button.  And  innovations 
like  the  largest  paper  capacities  in  the 
industry  so  your  people  spend  less  time 
at  the  copier,  and  more  time  working. 

The  Corporate  Line,  from  Canon.  For  eleven  years, 
America's  #1  copier  company.  And  now  the  new  power  in 
high-volume  copying.  Call  1-800-OK-CANON. 


Come  see  the  Canon  Greater  Hartford 
Open  Golf  Tournament  June  24-27, 
or  watch  it  on  CBS  (June  26-27.) 


Canon 


FACES  BEHIND  THE  FIGURES 


Abbey  Chief  Executive  Officer  Timo- 
thy Aitken  blasted  Gleacher  &  Co.  for 
encouraging  him  to  make  a  noncom- 
petitive bid.  Gleacher  dismisses  Ait- 
ken's  offer  as  unrealistic:  "He  was 
never  a  player  because  he  never  came 
up  with  any  financing.'"  Lifetime  in- 
vestors, gleeful  that  the  stock  has 
doubled  in  six  months,  hope  the  bat- 
tle continues. 

Is  this  a  sign  of  change  in  the 
marketplace?  "You're  still  looking  at 
high  prices,"  says  Gleacher.  "But  if 
there's  a  Clinton  crash,  then  we're 
going  to  see  a  pickup  in  activity.  The 
money  is  there — and  there  are  a  lot  of 
companies  ready  to  do  things." 

From  swine  to  RAMs 

Bill  Fairfield  may  not  be  a  house- 
hold name  in  the  computer  business. 
But  he  may  soon  be.  Fairfield  is  chief 
executive  of  $1  billion  (1992  sales) 
InaCom  Corp.,  now  the  nation's 
third-largest  and  most  profitable 
computer  distributor.  In  February 
Omaha- based  InaCom  bought  44 
moneylosing  Sears  Business  Centers 
from  the  Chicago  merchandiser  for 
$5.8  million.  The  purchase,  which 
should  increase  InaCom's  sales  by 
50%,  makes  InaCom  the  world's  larg- 
est seller  of  IBM  microcomputers  and  a 
major  distributor  for  Compaq,  Hew- 
lett-Packard and  others  as  well. 

Fairfield,  a  Nebraska  native  with  a 
Harvard  M.B.A.,  got  into  computers 
by  way  of  farm  equipment.  In  1982  he 
started  selling  computer  systems  for 
Valmont  Industries,  a  Valley,  Nebr. 
maker  of  irrigation  systems  and  other 
products.  "We  had  software  called 
Swine  Management,  Poultry  Farm 
Management,  all  kinds  of  weird 
stuff,"  he  says.  "Our  hardware  sold 


better  than  expected,  but  Swine  Man- 
agement wasn't  moving.  That  tipped 
us  off  to  do  some  research.". 

It  turned  out  that  most  of  Fair- 
field's customers  weren't  farmers  at  all 
but  local  bankers,  lawyers  and  store- 
keepers who  bought  PCs  from  Val- 
mont because  they  liked  the  training 
and  service  that  came  with  the  ma- 
chines. So  Fairfield  dumped  the  farm- 
ing software  and  concentrated  on  sell- 
ing hardware  and  services  to  small 
businesses.  In  1987  sales  reached 
$164  million.  Valmont  spun  off  the 
subsidiary  in  a  public  stock  offering  in 
October  of  that  year. 

How  did  Fairfield  survive  the  ensu- 
ing computer  slump?  By  stressing 
support  services  and  by  selling  bigger 
systems,  where  competition  from 
low-priced  clones  wasn't  as  fierce. 
Growth  came  from  buying  competi- 
tors and  building  a  distribution  net- 
work to  sell  to  independent  computer 
resellers.  Last  year  InaCom,  profit- 
able since  1984,  earned  $11  million. 
Today  it  has  265  company-owned 
and  franchised  stores  and  sells  to  over 
1,000  independent  resellers.  Says 
Fairfield,  "We  were  going  to  be  either 
a  consolidator  or  a  consolidatee.  We 
chose  the  former." 

-James  M.  Clash 


ABOVE: 

Yoshio  Goto  of 
Teikoku  Databank 
Hard  times  are 
good  business. 


LEFT: 

Bill  Fairfield,  chief 
of  InaCom  Corp. 
Swine  Manage- 
ment didn't  sell. 


20th-century  samurai 

Following  the  end  of  the  Russ 
Japanese  War  in  1905,  Takeo  Go 
realized  that  the  resulting  Japanc 
business  boom — establishing  the 
sands  of  new  businesses — was  ere 
ing  a  whole  new  wave  of  credit-bas 
transactions.  That  in  turn  was  incre; 
ing  the  need  for  credit  ratings.  So 
expanded  his  credit  agency  busine 
Within  a  few  years  he  had  three  offn 
and  was  publishing  the  Teikoku  cre> 
register.  A  samurai  descendant,  1 
keo  did  a  nice  sideline  business 
searching  potential  marriage  partnc 

Nine  decades  later  Teikoku  Da 
bank  is  Japan's  leading  purveyor 
corporate  data  and  credit  reviews, 
command  is  Takeo's  grandson  ^ 
shio,  who  is  finding  that  Japan's  c 
rent  hard  times  are  proving  as  go 
for  business  as  the  good  times  w 
for  his  grandfather.  Requests  for  cr< 
it  reports  were  up  about  10%  in  19 
and  sales  jumped  8%,  to  $264  milli 
Profits  were  $21  million. 

Today  Teikoku  maintains  an 
line  database  of  about  a  million  co 
panies  that  includes  financials,  stc 
data,  and  industry  ranking  as  we 
Teikoku's  credit  analysis  and  b 
critiques  of  management  perf 
mance.  (An  abridged  version  list 
200,000  companies  is  marketec 
English  by  Teikoku  America's  N 
York  office.)  The  data  come  fr 
bankers,  clients  and  suppliers,  as  \ 
as  real  estate  and  tax  records. 

Most  important  are  company  vi 
by  Teikoku's  1 ,800  researchers,  v 
foster  close  relationships  with 
firms.  "Companies  used  to  refuse 
cooperate  with  us,"  says  Yoshio.  " 
convinced  many  that  it's  mutu 
beneficial  to  do  so."  The  visits 
provide  a  chance  to  peek  at  desks 
calendars  that  occasionally  reve; 
reluctant  subject's  bankers  or  cliei 

Yoshio,  72,  still  spends  150  da 
-year  visiting  Teikoku's  83  offices, 
son  Nobuo,  44,  acts  as  chief  exc 
tive,  handling  planning  and  man 
ment  from  the  Tokyo  office. 

How  does  Yoshio  think  his  rese; 
subjects  will  fare  this  year?  Not  v 
he  says.  "We've  seen  bankrupt 
from  the  bursting  of  the  bubble  ec 
omy  and  the  first  round  of  the  re 
sion.  We're  sure  to  see  many  n 
among  weak  companies  in  many 
dustries."       -Neil  Weinberg 
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To  learn  more 
about  Insight, 
call  Publisher 
James  D.  McVey, 
(212)  599-1730. 


We  have  the  edge  you  need  to 
meet  any  financial  challen; 


r 
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The  Principal  Edge; 

Whatever  path  you  take  in  life,  you'll  face  financial 
challenges  and  opportunities  along  the  way. 

With  The  Principal  Financial  Groupf  you'll  have  all  the 
tools  you  need  to  handle  them.  Each  of  our  financial 
products  and  services,  whether  for  business  or  individuals, 
has  its  own  unique  advantage  built  in. 
There's  the  flexibility  of  our  Adjustable  Life  policy, 
and  the  versatility  of  our  employee  benefit  plans. 
From  pensions  to  home  mortgages  to  mutual 
funds,  The  Principal*  provides  just  the  right, 
finely-honed  financial  tool  to  fit  your  need. 
Today,  and  down  the  road. 

That's  The  Principal  Edge.  To  learn  more 

about  it,  call  toll  free 
1-800-633-0323. 

The  Principal 
Financial  Group, 
Des  Moines,  IA 
50392-0150. 


Socage. 


Products  ami  : 
rtecl  through  P 
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.nigh  Principal  Mutual  Life  Ins.  Co  (The  Principal)  and  its  subsidiaries.  Mutual  funds  distri 
ial  Services  Coip  .  a  registered  broker  dealer  (prospectus  available  upon  request). The  Princir. 
!A  §039?-CHS0.  ©  1991  Principal  Mutual  Life  Ins.  C 


mil  lunuw/  DHnnn  if hll  ointti  ntiiiEif 

BY  ERIC  S.  HARDY 

-'.vcn  though  the  Dow  Jones  industri- 
il  average  recently  set  a  new  high  (of 
5482),  the  market  is  not  showing  the 
lame  momentum  that  it  had  in  the 
first  quarter.  Year  to  date,  the  broader 
larra  All -US  average  shows  a  price 
eturn  of  only  1%,  versus  4%  for 
he  Dow. 

Perhaps  because  they  are  perceived 
s  a  hedge  if  the  stock  and  bond 
markets  don't  fall  in  tandem,  convert - 
ple  bonds  and  preferred  stocks  are 
jmong  the  best-performing  groups  so 
kr  in  1993.  But  Andrew  Davis,  con- 
lertible  specialist  at  Venture  Advisers 
i  Santa  He,  N.M.,  sees  only  a  few 
ompelling  buys  in  convertible  securi- 
es  after  their  recent  runup.  Two 
bcent  favorites  are  convertible  bonds 
f  insurance  companies:  the  Chubb 
is  of  1998,  convertible  into  12  shares 
f  common;  and  the  Nac  Re  5V4S  of 
002,  convertible  into  20  shares, 
oth  trade  at  premium  to  par  and 
eld  about  5%. 


Special  focus 


The  overall  market 


Mth  the  markets  hitting  new  highs,  this 
night  he  a  smart  time  to  think  about 
nutual  funds  that  have  historically  done 
veil  when  markets  go  down.  These  five 
tock  funds  and  five  bond  funds  are  among  a 
landfill  that  FORBES  rates  A+  in  bear 
I  narkets.  All  these  funds  are  open  to  new 
nvestors  and  have  moderate  expense  ratios. 

Bear  market  stars 


I  Nicholas  Income  11.4  15.8 

Permanent  Port-Treas  12.0  9.8 

Spartan  Short-lnt  Muni  2.9  11.3 

USAA  T-E  Short-Term  4.6  10.9 

Vanguard  Muni  S-T  4.9  10.1 


-  Total  return  - 
3-year 

Fund  YTD  annualized 

Franklin  Utilities  8.2%  17.4% 

Lindner  Fund  8.5  11.8 

Smith  Barney  Inc  &  Grow  6.8  12.4 
SoGen  International  9.9  12.1 
Stratton  Monthly  Div        9.1  18.7 
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The  Barra  All-US  price  index  as  of  5/13/93 


Market  value:  $4,463.7  billion 

P/E:  23.5 

P/E  minus  negative  EPS:  16.8 
Price/book:  2.5 
Yield:  2.6% 
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12-month  closeup 

■Barra  Index 
»  200-day  moving  average 


Closeup  on  the  market 


Index  or  Investment 

2-week  change 

%  change  from 
1  year  ago       5-year  high 

Barra  All-US  index 

0.6  % 

J 

7.9%  -3.0% 

S&P/Barr a  Growth  index1 

0.5 

□ 

4.4 

-6.6 

S&P/Barra  Value  index- 

0.1 

1 

13.9 

-3.1 

Dow  lones  industrials 

0.7 

■ 

2.3 

-1.0 

S&P  500 

0.1 

1 

6.3 

-3.7 

NYSE 

0.3 

1 

6.8 

-3.2 

Nasdaq 

2.6 

17.2 

-4.7 

Amex 

2.2 

9.2 

-0.1 

EAFE1 

-0.3 

11.6 

-14.8 

CRB  futures  index  '  '' 

-0.8 

■ 

-0.9 

-23.3 

Gold  (Comex  spot) 

3.4 

1 

9.1 

-26.6 

Yen  (per  $US) 

0.8 

■ 

-13.8 

-31.8 

Oil  (W  Texas  Intermediate) 

-3.9 1 

-3.6 

-51.9 

The  best  and  worst  performing  stocks6 

Best 

Price 

2-week 
change 

1993 
EPS' 

Worst 

Price 

2-week  1993 
change  EPS' 

Gaming  Corp  of  America 

16  3/4 

68% 

NA 

American  Studios 

83/4 

-33%  $0.38 

Rochester  Community  Svg  Bk 

19  v2 

66  $ 

1.00 

NL  Industries 

33/4 

-29  -0.25 

Kelley  Oil 

23  V4 

55 

0.09 

Cherry  Corp 

21  3/4 

-27  2.15 

HMO  America 

35 

49 

1.45 

Insituform  Technologies 

133/4 

-24  1.30 

Echo  Bay  Mines 

11  Ve 

44 

0.15 

Outlook  Graphics 

12'/8 

-23  1.63 

The  best  and  worst  performing  industry  factors6 


Best 

2-week 
change 

Since 
12/31/92 

Worst 

2-week 
change 

Since 
12/31/92 

Photographic,  optical 

11.1% 

46.2% 

Forest  products 

-10.3% 

13.7% 

Tobacco 

10.9 

-43.5 

Life  insurance 

-3.4 

4.7 

Precious  metals 

8.2 

45.0 

Banks 

-2.2 

-0.3 

Coal  &  uranium 

7.4 

1.2 

Tire  &  rubber 

-2.1 

2.8 

Leisure,  luxury 

3.8 

-6.4 

Thrift 

-1.9 

-2.9 

Data  lor  period  ending  5/13/93.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S.  markets. 
'  REITs  and  closed-end  funds  are  excluded.  1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
I.  ''Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  'A  dollar-denominated  capitalization-weighted  index  of 
nan  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  •'  Index  of  21  commodity  futures. 5  Source:  Knight-Ridder  Financial 
iation.  '•  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc.  "Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company 
blue  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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Yield  versus  inflation 


16% 


12 


'84         '85         '86  '87 


'90 


•91 


'92 


'93 


Spread  over  Treasurys 

Total  returns 

Security 

Basis  points ' 

Security 

1  year6 

3  years" 7 

AA  corporates 

51 

AAA  corporates 

16.0% 

14.1% 

AAA  industrials 

47 

Ginnie  Maes 

10.8 

13.0 

Ginnie  Maes 

144 

Junk  corporates4 

15.9 

20.0 

Junk  corporates" 

502 

Municipals' 

12.7 

11.2 

Municipals 

-184 

Treasury  bonds 

14.2 

13.1 

Yields  on  tax-exempt  bonds  are  a  little 
disappointing  these  days.  Even  after 
the  recent  sellotf  following  discourag- 
ing news  on  inflation,  30-year  prime- 
grade  general  obligation  munis  were 
yielding  only  5.9%,  not  quite  3  points 
ahead  of  this  year's  likely  inflation  rate. 

What  can  you  do  to  enhance  yields 
on  your  muni  portfolio?  One  possibility 
is  to  pass  up  cos  in  favor  of  revenue 
bonds.  Tax-exempt  hospital  bonds, 
of  which  $23  billion  were  issued  last 
year,  are  a  possibility,  discussed  in  the 
Capital  Markets  column  of  the  previ- 
ous issue  of  Forbks  (p.  229).  Liquid- 
ity and  above-average  yields  (typically 
70  basis  points  better  than  yields  on 
the  highest-quality  munis)  make  hos- 
pital bonds  appealing  to  some  fund 
managers.  The  trouble  with  these! 
bonds  is  that  you  have  to  know  some- 
thing about  the  hospital  business  to 
sort  the  strong  issuers  from  the  weak 
ones.  Argues  Robert  Froehlich,  direc- 
tor of  fixed-income  research  at  Van 
Kampen  Merritt,  "The  [extra  yield  ]  is 
not  enough  to  compensate  for  the 
uncertainty  of  health  care  reform." 

An  alternative  to  hospital  bonds  is] 
GO  municipals  that  might  receive 
credit  upgrades.  Froehlich's  favorite 
state  is  Texas,  based  on  its  municipal 
debt  per  capita  of  approximately 
$200,  versus  a  national  median  o: 
roughly  $390.  Froehlich  points  oui 
that  four  states  (Maryland,  Missouri 
Utah  and  Virginia)  with  more  deb 
per  capita  than  Texas  have  highe 
credit  ratings  than  Texas.  In  addition 
he  thinks  Texas  will  benefit  from  the 
North  American  Free  Trade  Agree 
ment — if  it  is  ever  ratified.  So  state 
local  and  county  issues  from  the  Loni 
Star  State  should  outperform  thej 
counterparts  elsewhere.  A  Texas  stad 
go  due  in  30  years  and  callable  at  pa} 
in  2005  was  recently  trading  at  1 05  t< 
yield  6.2%  to  call,  6.4%  to  maturity. 

In  the  corporate  market,  it  paid  t< 
buy  quality  over  the  past  12  month 
(see  left).  Corporate  bonds  rated  AA 
by  Standard  &  Poor's  returned  16%-j 
about  evenly  split  between  interes 
income  and  capital  gains.  If  interes 
rates  stay  flat,  however,  you  can  ea 
pect  a  total  return  below  8%  over  tlj] 
next  vear. 


Note:  Except  where  footnoted,  all  information  provided  by  Barra,  Inc.,  Berkeley,  Calif.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  -'Yield  on  10-year  Treasui 
3The  trailing  12-month  increase  in  the  Consumer  Price  Index.  "Source:  First  Boston.  5Source:  Lehman  Brothers.  6Data  through  4/30/93.  'Annualized. 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


HHhe  land  we're  offering  is  far 
I  from  the  crowds  and  rat  race  of 
mm  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  abie  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  4WK2 
Ft.  Garland,  CO  81 133. 


l  the  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has 
i  the  merits  or  value,  if  any.  of  this  properly  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
[lent  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  nol  constitute  approval 
bale  or  leaseor  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
Ihe  merits  of  such  offering  ,  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
lies.  NYA86-153.  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  New  Jersey  Public 
hp,  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO.  Florida  AD  20537 
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In  pursuit  of  growth,  consider  funds  that  go  for 
dividend  yield  as  well  as  capital  appreciation. 

Tortoises  that 
act  like  hares 


By  Mary  Beth  G  rover 

In  mis  bc >ok  Beating  the  Street,  Fideli- 
ty Magellan's  former  master,  Peter 
Lynch,  has  kind  words  for  hinds  that 
buy  stocks  of  companies  with  steadily 
rising  dividends.  He  mentions  one  in 
particular,  Putnam  Dividend  Growth 
Fund,  and  since  the  hook  came  out 
Fidelity  itself  has  added  a  no-load 
hind  to  the  genre,  managed  by  none 
other  than  Fidelity  Chairman  Edward 
Johnson  3d's  daughter,  31 -year-old 
Abigail  Johnson. 

Who  w  ants  stodgy  dividends  when 
capital  appreciation  is  more  exciting? 
Peter  Lynch,  for  one.  Dividends  are 
more  reliable  than  capital  gains. 
Think  of  dividends  as  the  tortoise  and 
capital  gains  as  the  hare.  The  tortoise 
often  wins.  If  you  can  find  stocks  that 
are  pretty  sure  to  raise  dividends 
steadily,  you'll  have  a  tortoise  that 
runs  like  a  hare.  You  should  get  not 
only  a  growing  stream  of  dividends 
but  also  capital  appreciation  as  a 
result. 

Of  course,  if  you  knew 
which  companies  would 
raise  their  dividends  the 
fastest,  you'd  have  the  keys 
to  Wall  Street.  Instead,  you 
can  pay  attention  to  past 
dividend  increases.  A  stock 
that  has  delivered  a  10% 
compound  annual  growth 
in  dividends  over  the  past 
20  years  is  a  plausible  candi- 
date to  do  the  same  over  the 
next  20.  If  that  stock  now 
yields  2%,  it  should,  in 
2013,  bc  yielding  13%  on 
today's  purchase  price.  You 
can  be  darned  sure  that  it 
w  ill  go  up  handsomely. 

At  least  ten  funds  explic 


itly  follow  a  strategy  of  chasing  stocks 
with  rising  dividends.  Among  them  is 
FORBES  honor  roll  member  John 
Hancock  Sovereign  Investors.  Port- 
folio manager  John  Snyder,  48,  main- 
ly buys  companies  that  have  raised 
dividends  for  at  least  ten  years  in  a 
row.  Snyder  tries  to  combine  stocks 
whose  dividend  yields  are  already 
high  with  those  whose  dividends  he 
thinks  can  grow  fast.  American  Home 
Products  yields  a  fat  4.5%,  versus  2.7% 
for  the  market  overall;  Snyder  thinks 
that  the  drugmaker  can  keep  raising 
dividends  9%  a  year.  Waste  Manage- 
ment yields  just  2%,  but  he  guesses  its 
dividend  will  grow  1 5%  to  20%  a  year 
for  the  next  five  years. 

What  about  other  dividend-growth 
funds?  USAA  Income  Stock  Fund's 
Harry  Miller  has  29%  of  assets  in 
utilities;  his  favorite,  Texas  Utilities, 
yields  6.6%.  Betting  that  real  estate 
investment  trusts  can  raise  their  ten- 
ants' rents  in  line  with  inflation,  he  has 


Bird  in  the  hand 


Fund 

5-year 

Load 

Expense 

Div 

total  return* 

ratio 

yield 

USAA  Income  Stock 

14.8% 

none 

0.7% 

5.0% 

Capital  Income  Builder 

14.2 

5.8% 

0.8 

5.9 

John  Hancock  Sovereign  Investors 

13.9 

5.0 

1.1 

•  3.0 

Franklin  Rising  Dividends 

12.4 

4.0 

1.5 

1.7 

Pilgrim  MagnaCap 

12.2 

5.0 

1.5 

1.0 

PaineWebber  Dividends  Growth 

12.1 

4.5 

1.2 

1.1 

Principal  Preserv  Div  Achievers 

12.0 

4.5 

1.2 

1.0 

T.  Rowe  Price  Dividend  Growth 

NAt 

none 

1.0 

3.0 

*  Annualized.  tNot  m  existence  for  full  period.   Source:  Mommgstar. 

These  funds  invest  in  stocks  with  rising  dividends, 
but  they  all  make  a  tradeoff  between  high  yields  today 
and  future  yield  growth. 


about  a  tenth  of  assets  in  REITS.  Mil] 
is  fond  of  shopping  center  own 
Weingarten  Realty,  yielding  5.4 
and  Burnham  Pacific  Properti 
yielding  7.3%.  Miller's  fund,  launch 
in  1987,  has  averaged  a  14.8%  col 
pound  annual  return  over  the  past  f 
years,  matching  the  market.  It'*' 
good  fund  for  the  cost  conscio 
with  no  sales  load  and  a  low  0.7 
annual  expense  ratio. 

Capital  Income  Builder  is  offel 
by  Capital  Research  &  Manageme 
the  giant  Los  Angeles  fund  operat: 
Run  by  a  team  including  James  Lo| 
lace,  37,  the  son  of  Capital  Resca 
Chairman    Jon    Lovelace,  Incc 
Builder  will  stick  its  neck  out  a  li 
further  than  similar  funds  to  get  d 
dend  growth.  The  fund  may  buy 
after  a  company  has  cut  or  even  elii 
nated  its  dividend,  betting  that 
yield  has  nowhere  to  go  but  up. 
come  Builder  bought  Entergy  ( tl 
Middle  South   Utilities)   in  19 
when  it  yielded  zero.  Entergy 
since  more  than  doubled. 

U.S.  stocks  are  so  expensive  t 
Capital  Income  Builder  is  45% 
bonds  and  cash,  up  from  25%  in  19 
Overseas,  Lovelace  is  buying  He 
Kong  Telecommunications  and  Wi 
Water  and  Thames  Water  in  the  U 
He  figures  the  water  companies 
raise  their  dividends  10%  a  year, 
the  Hong  Kong  phone  company 
a  year,  over  the  next  few  years, 
fund's  expense  ratio  is  a  fairly 
0.81%;  its  sales  load,  a  maxim 
5.75%,  can  be  avoided  by  switc! 
from  another  fund  in  the  same  fai 
or  by  investing  over  $1  million. 

The  accompanying  t; 
lists  dividend-hunt 
funds  and  their  yields, 
special  attention  to  am 
expenses,  which,  if  hi 
can  drag  down  dividend 
turn.  And  don't  buy  a  1 
fund  unless  you  are  gc 
to  own  it  for  a  long,  li 
time  or  you  can  get  it  \v 
out  paying  the  load.  D 
buy  shares  carrying  1 
12b- 1  fees  under  any 
cumstances.  When  vou 
for  dividends,  you  w 
dividends  you   can  t 
home,  not  dividends  1 
stick    to    someone  el 
hands. 
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)u  can  get  a  piece  of  the  insurance  industry  without 
;posing  yourself  to  hurricanes  and  race  riots. 

Bargains  in 
nsurance  stocks? 


Eric  S.  Hardy 


g   INSURANCE  INDUSTRY  doesn't 

e  a  lot  of  friends.  In  California, 
tc  Insurance  Commissioner  John 
amendi  interprets  Proposition 
to  mean  that  a  company  with 
dcularly  low  auto  insurance  premi- 
s,  namely  20th  Century  Insurance, 
uld  be  punished  for  its  success.  In 
ssachusetts,  [TT's  Hartford  unit 
to  pay  a  fee  of  $7.7  million  for 
mission  to  leave  the  state.  And 
^be  insurers  have  made  an  enemy 
on  high:  The  Florida  hurricane  has 
s  far  cost  them  $16.5  billion. 
•io  surprise,  then,  that  the  insur- 
e  business  looks  risky.  On  the  the- 
hat  a  disfavored  industry  is  a  place 
ook  for  bargains,  we  present  the 
statistics  on  12  insurance  compa- 
.  None  is  a  big,  diversified  insurer 


like  Aetna  or  Travelers;  all  are  either 
small  property/casualty  insurers  with 
specialized  lines  or  service  firms  that 
do  work  for  insurers. 

Calif-based  National  Insurance 
Group  advises  mortgage  lenders  to 
see  if  property  they  are  financing  is  in  a 
/one  where  federal  Hood  insurance  is 
required  by  federal  law. 
The  company  also  services 
leasing  companies  by  keep- 
ing tabs  on  their  clients' 
insurance  coverage.  Med- 
stat  Group  sells  health  in- 
surers software  and  data  to 
analyze  claims. 

The  six  insurance 
service  outfits  in  the 
table  all  have  live-year 
book  value  per-share 


growth  of  at  least  5%  annually  and 
return  on  equity  growth  of  at  least 
1 0%  a  year.  All  are  expected  to  earn 
more  in  this  fiscal  year  than  they 
earned  last  year. 

Next  are  the  six  underwriters, 
whose  financial  strength  is  the  same  as 
that  of  service  companies  described 
above.  Apart  from  their  small  size— 
the  largest,  Argonaut  Group,  earned 
$328  million  in  premiums  last  year — 
they  all  share  the  unusual  feature  of 
making  an  underwriting  profit.  Most 
insurers  tend  to  lose  money  on  under- 
writing but  make  it  up  with  invest- 
ment income. 

So  let  Allstate  and  Travelers  get 
killed  by  windstorms  and  floods.  Na- 
tional Insurance  Group  can  make  a 
good  living  because  it  also  has  a  sub- 
sidiary that  underwrites  forced-order 
policies.  These  are  short-term  policies 
bought  by  creditors  for  repossessed 
property.  Then  there's  mbia,  which 
guarantees  municipal  bonds.  The 
firm,  formed  as  a  consortium 
of  five  big  insurers  back  in 
1973,  allows  municipalities  to 
artificially  increase  their  credit 
ratings  and  thus  reduce  bor- 
rowing costs.  MHiA  has  more 
than  doubled  its  earnings  dur- 
ing its  six  years  as  a 
public  company,  and 
it  has  never  had  an 
annual  underwriting 
loss.  m 
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Price/earnings 


Price/  Dividend 


1992 


Market 


price 

latest 

1993 

latest 

1993 

book 

yield 

sales 

value 

12  mos 

estimate 

12  mos 

tistimate 

($mil) 

($mi!) 

urance  services 

•  irdia/tnsurance  brokerage 

20 

$1.64 

$1.87 

12.2 

10.7 

2.1 

0.5% 

$195 

$262 

wford  &  Co/claims  processing 

17% 

1.13 

1.25 

15.5 

14.0 

3.3 

2.3 

598 

629 

ilthCare  Compare/claims  auditing 

13% 

0.91 

1.07 

15.1 

12.9 

3.5 

none 

134 

487 

Jstat  Group/health  insurance  software 

14% 

0.36 

0.65 

41.0 

22.7 

5.9 

none 

32 

154 

tual  Risk  Management/risk  management 

381A 

1.77 

2.03 

21.6 

18.8 

3.4 

0.6 

91 

331 

ional  Insurance  Group/flood  insurance  services 

16% 

0.75 

0.90 

21.8 

18.2 

2.3 

2.0 

37 

68 

irance  underwriters 

'  Jnaut  Group/workers'  compensation 

33% 

3.25 

3.24 

10.3 

10.3 

1.3 

2.4 

470 

858 

!  ;lity  National  Fini/title  insurance 

21% 

1.76 

2.00 

12.1 

10.7 

4.2 

1.1 

221 

197 

:stors  Title/title  insurance 

7% 

0.53 

0.73 

14.4 

10.4 

1.5 

0.5 

10 

22 

kel/professional  liability  insurance 

35V2 

4.64 

2.43 

7.7 

14.6 

1.7 

none 

229 

186 

JA/municipal  bond  insurance 

64% 

4.62 

4.87 

13.9 

13.2 

2.0 

1.1 

328 

2,696 

IC  Investment/mortgage  insurance 

57 

3.71 

3.99 

15.4 

14.3 

2.8 

0.5 

322 

1,654 

Irces:  Media  General;  Institutional  Brokers  Estimate  System  via  Lotus  One  Source. 

i  e  six  insurance  service  firms  and  six  niche  underwriters  aren't  susceptible  to  the  usual  mass  catastrophes— 
i  lurricanes  and  asbestos  litigation.  Most  trade  at  below-market  multiples  of  their  earnings. 
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MONEY  &  INVESTMENTS 


he  Treasury  says  it  will  save  big  money 
y  selling  short-term  issues  instead  of 
mg  bonds.  That's  a  game  that  almost 
ankrupted  New  York  City  20  years  ago. 

Playing  with  fire 


Y  BEN  WEBERMAN 


Weberman  is  a  columnist 
orbes  magazine. 


tiE  cared  to  listen  to  Abraham 
ime,  mayor  of  New  York  City  in 
mid-1970s,  Beame  would  have 
nething  useful  to  tell  Treasury  Sec- 
iry  Lloyd  Bentsen.  Beame  was  in 
hot  seat  when  New  York  City 
aulted  on  its  debt  in  1975. 
Jeame  did  what  the  Clinton  Ad- 
listration  is  doing  now.  He  fi- 
ced  the  city's  yawning  deficit  by 
ng  short-term  securities  instead  of 
ger-term  bonds.  Pretty  smart,  he 
red.  Look  how  much  lower  the 
rest  rates  were  that  way.  After  all, 
rt-term  muni  rates  were  a  good 
percentage  points  lower  than 
5-term  muni  rates, 
ut  one  day  the  music  stopped, 
rt-term  paper  must  be  rolled  over 
;y  few  months,  so  while  selling 
it  to  finance  its  current  deficit, 
1/  York  City  was  also  selling  paper 
repay  its  maturing  paper — $600 
jion  to  $900  million  in  new  and 
wer  short-term  debt  every  single 
ith.  The  market  gets  glutted.  You 
I:  to  keep  raising  the  proffered 
pest  rate.  Just  ask  Abe  Beame:  His 
I  of  short-term  money  kept  rising 
I,  one  day,  the  market  for  his 
irities  dried  up. 

uy  attention,  Lloyd  Bentsen.  It's 
to  see  why  you  want  to  shorten 


maturities  on  the  federal  debt:  One- 
year  bills  pay  3.3%,  while  30 -year 
bonds  pay  6.9%,  a  spread  of  360  basis 
points.  But  remember  Beame's  expe- 
rience: 30-year  securities  need  be  refi- 
nanced only  once  every  30  years,  dur- 
ing which  time  a  1-year  note  would 
need  refinancing  30  times. 

Before  New  York  went  down  the 
tube  financially,  the  1-year  note  was 
being  priced  with  a  tax-free  yield  of 
over  9% — about  twice  what  1-year 
general  obligation  notes  were  yield- 
ing at  the  time.  There  were  no  budget 
savings  from  going  short  term.  And 
eventually,  there  were  no  takers  for 
the  paper. 

By  selling  short-term  securities  in- 
stead of  long,  Clinton  and  Bentsen 
say  they  will  cut  about  $16  billion 
over  five  years  from  the  cost  of  servic- 
ing the  national  debt.  They  plan  to 
almost  halve  the  sales  of  30-year 
bonds  and  eliminate  the  sale  of  7- 


year  notes.  Instead  they  will  sell  3- 
month,  1-year  and  3-year  notes.  The 
almost  inevitable  result  will  be  to 
increase  short-term  interest  rates,  all 
other  things  being  equal. 

Thus,  in  pursuit  of  short-term  ob- 
jectives, the  Treasury  is  preparing  to 
make  the  same  mistake  New  York 
City  made  nearly  two  decades  ago. 
For  a  while  the  maneuver  will  create 
the  illusion  of  interest  savings,  but 
these  apparent  gains  will  soon  vanish. 
Increasingly,  the  federal  government 
will  be  hostage  to  the  money  market, 
where  it  will  need  to  roll  over  larger 
and  larger  amounts  of  debt. 

What  should  the  investor  do  in  the 
face  of  all  this  folly?  He  should  get 
ready  for  increased  volatility  of  rates. 
If  you  don't  want  to  accept  3%-plus 
for  absolute  liquidity,  don't  stretch 
out  further  than  intermediate-term 
maturities,  where  price  volatility  is 
much  smaller  than  on  long  issues.  H 


Buy  now,  pay  soon 

Federal  debt,  privately  held*  ($billions) 
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'82       '83      '84      '85       '86       '87       '88       '89       '90       '91       '92  3/31/93 
'Marketable  Treasury  securities  excluding  holdings  by  the  Federal  Reserve.      Source:  Treasury  Department,  Office  of  Market  Finance 

Clinton  aims  to  roll  over  some  maturing 
intermediate-  and  long-term  debt  into 
shorter  paper. 


cs  ■  June  7,  1993 


135 


MONEY  a  INVESTMENTS 


Germany  is  in  deep  economic  trouble.  This  spells  big 
opportunities  for  investors  in  European  bonds. 

A  near 
sure  thing 


BY  KENNETH  L.FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  His  third  book  is 
100  Minds  that  Made  the  Market. 


I've  never  been  much  of  an  enthusi- 
ast for  investing  overseas;  there  are 
plenty  of  opportunities  here  at  home. 
But  European  government  bonds 
look  good  right  now  and  so  does  one 
European  equity  market — Britain. 

The  European  opportunities  are  a 
consequence  of  Germany's  mounting 
problems.  Germany's  economy  is  in  a 
virtual  free-fall  that  hasn't  yet  hit  pub- 
lishable  statistics.  Expect  big  declines 
this  year,  with  no  recovery  in  sight. 
The  German  situation  is  worsened  by 
German  arrogance:  Those  folks  just 
can't  admit  that  Germany  can  have 
major  problems.  I  recently  heard  the 
Bundesbank's  chief  economist,  Rei- 
ner Konig,  claim  that  recent  German 
economic  weakness  is  mainly  caused 
by  bad  prior  policies  in  other  nations. 
Germany  at  fault?  Never.  As  else- 
where, until  Germany  fears  its  reces- 
sion greatly,  it  won't  be  over. 

The  Germans  constantly  lecture  us 
on  our  fiscal  folly.  Our  deficit  is  about 
4.7%  of  GDP.  Yet  their  budget  deficit  is 
half  again  as  large — a  hair  above  7%  of 
their  GDP.  A  whole  series  of  other 
problems  drag  them  down  longer 
term:  deadly  demographics  this  de- 
cade, the  costs  of  unification,  tumul- 
tuous 1994  elections,  future  corpo- 
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rate  restructurings  and  sky-high  labor 
costs.  Worst  of  all  is  a  never-ending 
anti-inflation,  tight-money  fetish  that 
strangles  commerce.  It  is  like  dealing 
with  the  obese  via  starvation  rather 
than  via  a  continual  supply  of  the  right 
amount  of  healthy  nutrition. 

So  how  do  German  problems  make 
French  and  Danish  bonds  a  buy? 
Here's  how:  Germany  must  loosen 
credit,  and  as  it  does,  as  the  anchor  of 
the  European  economy,  others  will  be 
able  to  do  what  they  have  long  wanted 
to  do — lower  their  own  interest  rates. 
There  is  a  long  row  to  hoe  with  this, 
just  as  there  was  with  the  U.S.  rate 
decline.  Prices  of  European  bonds 
will  rise,  inevitably  so. 

For  20  years  the  world  has  waged  a 
war  against  inflation,  slowly  killing  it. 
That  war  is  ending  now  in  front  of  our 
eyes.  Yet  most  observers  don't  want 
to  believe  it.  Inflation  is  dying, 
if  not  dead.  The  rest  of  the  1990s  will 
see  looser  money  worldwide — plus 
less  inflation. 

For  investors  wishing  to  cash  in  on 
this  near-inevitability  I  recommend 
the  Benham  European  Government 
Bond  Fund  (800-472-3389).  It's  a 
well-defined  and  easy-to-buy  no-load 
fund  that  started  late  last  year.  Its 
bonds  have  a  seven-year  average  ma- 
turity with  an  8.5%  yield.  Benham's 
bonds  are  about  20%  dollar- 
hedged — meaning  you  have  some 
protection  against  a  strong  dollar 
erasing  your  gains.  This  should  be  a 
long-term  commitment,  say  for  five 
years.  Let  it  be  volatile  and  bounce  as 
much  as  it  wants.  You  should  find 
your  patience  rewarding. 

I  would  stay  away  from  most  foreign 
equity  markets.  Japan  has  done  well 
this  year,  but  it's  still  overvalued,  has 
lots  of  competitive  problems  ahead 
and  is  heavily  a  trader's  market,  mainly 


oriented  to  short-term  swings. 

All  the  global  gurus  say  you  sim| 
have  to  own  the  rest  of  the  Paci 
Rim — and  South  America — whi 
says  to  me,  via  contrarianism,  y 
probably  shouldn't.  Just  before  t 
German  economy  bottoms  will  b< 
wondrous  time  to  buy  German  eq 
ties,  but  that  time  isn't  here  yet. 

The  one  exception  to  my  skej 
cism  about  overseas  markets  is  go 
old  England.  And,  fortunately,  y 
can  buy  these  stocks  right  here  in  i 
U.S.A.,  via  New  York  Stock  Exchar 
ADRs.  Britain  is  in  an  upturn,  leav 
many  of  its  well-publicized  proble 
behind — about  18  months  behind 
in  an  economic  recovery.  It's  n 
time  for  its  cyclical  stocks,  which 
simply  too  cheap. 

Take  British  Petroleum  (59).  I 
world  class  yet  sells  at  45%  of  re 
nue,  1.8  times  book,  about  10  tir  tc 
next  year's  earnings,  with  a  4 
dividend  yield — consistently  bel  i 
our  major  oils. 

U.S.  bank  stocks  have  doub  b 
since  1990.  Britain's  may  now.  So ;  n 
may  like  National  Westminster  (4 
England's  second-biggest  bank.  1 
P/E  is  high,  since  the  earnings  have  1 1 
to  bounce  back,  but  at  1 .5  times  bi  & 
value,  35%  of  revenue  and  a  6  j 
dividend  yield,  it  is  very  cheap. 

British  Steel  (15)  has  no  divid 
yield  but  can  and  will  earn  $-  i 
million  to  $500  million  in  a  g<  k 
year.  Valued  at  $2.9  billion,  it  h 
future  P/E  of  6  to  7.  It's  at  36°/ 
revenue  and  43%  of  book  value,i  her 
spite  a  great  balance  sheet. 

On  the  smaller  side,  Tiphook 
(12)  is  a  good,  fast-growing  leadt 
container  leasing.  With  a  market  v:  t 
of  $440  million,  it  sells  at  5  ti) 
earnings,  90%  of  book,  with  a  hefr 
dividend  yield. 
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re  investment  letters  that  offer  telephone 
lot  lines  worth  their  higher  prices? 
Has,  no. 

IVhen  cheaper 
s  better 


mr 

Hulbert  is  editor  of  the  Alexandria,  Va.- 
d  Hulbert  Financial  Digest,  which  monitors 
^  lerformance  of  investment  advisory  letters, 
ewest  book  is  The  Hulbert  Guide  to  Financial 
fsletters  (Dearborn  Financial  Publishing). 


\ky  marketer  knows,  there  are 
ations  where  you  can  sell  more  of  a 
iduct  by  raising  its  price.  That's 
n  true  among  investment  letters, 
y  investors  apparently  operate  on 
assumption  that  expensive  letters 
imore  valuable  than  cheaper  ones, 
hat  sounds  stupid,  it's  no  more 
\  >id  than  the  efficient  market  hy- 
lesis,  which  preaches  that  price  is 
:>est  indicator  of  value, 
t  least  as  far  as  investment  letters 
ithe  theory  is  just  plain  wrong.  A 
y  just  completed  by  the  Hulbert 
mcial  Digest  on  investment  letter 
prmance  and  cost  has  an  inescap- 
conclusion:  There  is  absolutely 
orrelation  between  higher  price 
better  performance.  If  anything, 
ust  the  reverse. 

er  the  last  five  years,  those  20% 
ters  with  the  lowest  subscription 
ad  the  best  average  performance 
y  of  the  quintiles.  These  cheapest 
s  produced  a  compound  annual 
n  of  15.2%.  In  contrast,  those 
s  in  the  costliest  quintile  re- 
:d  10.5%.  (Unfortunately,  nei- 


ther  the  costliest  nor  the  cheapest  beat 
the  stock  market's  15.4%  annual  re- 
turn over  this  period.) 

A  number  of  investment  letters  will 
face  a  rude  awakening  if  and  when 
investors  take  these  lessons  to  heart. 
The  investment  letter  that  has  the 
highest  current  price  tag  among  the 
145  the  hed  tracks:  Robert  Kinsman's 
Stock  Pattern  Recognition  Service.  It 
costs  $995  per  year  to  receive  Kins- 
man's monthly  letter,  between-issue 
fax  updates  and  to  get  access  to  his 
telephone  hot  line,  which  is  updated 
as  often  as  once  a  day.  Yet  the  hfd 
calculates  that  Kinsman's  advice  over 
the  years  has  failed  to  even  equal  the 
Treasury  bill  rate.  (For  the  record,  I 
should  point  out  that  Kinsman  dis- 
putes some  of  hfd's  calculations.  But 
even  granting  Kinsman  the  disputed 
amounts,  his  record  barely  equals  the 
T  bill  rate.) 

Another  of  the  most  expensive  ser- 
vices among  those  currently  tracked 
by  the  hfd:  Harmonic  Research, 
edited  by  Mason  Sexton.  It  costs 
$640  per  year  to  subscribe  to  this 
letter  and  get  access  to  its  daily  tele- 
phone hot  line  update.  Yet  I  calculate 
that  a  subscriber  following  this  letter's 
portfolio  of  futures  recommendations 
lost  77.8%  over  the  last  five  years. 

In  contrast,  the  cheapest  service 
among  those  I  track  is  Better  Invest- 
ing, published  by  the  National  Associ- 
ation of  Investors  Corp.  (the  parent 
organization  of  Investment  Clubs  of 
America).  At  just  $17,  its  annual  sub- 
scription fee  is  less  than  2%  of  the  cost 
of  the  most  expensive  service.  But  it 
produced  a  compound  annual  return 
of  14.5%  over  these  five  years. 

It  probably  is  no  accident  that  Bet- 
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ter  Investing  has  performed  so  much 
better.  Unlike  the  Kinsman  and  Sex- 
ton letters,  with  their  daily  contact 
with  subscribers,  Better  Investing  up- 
dates its  model  portfolio  only  once 
each  quarter.  As  I  pointed  out  in  an 
earlier  column  (Nov.  25,  1991),  over 
the  years  the  naic  has  beaten  most 
professional  investors  by  avoiding 
short-term  trading  and  pursuing  a 
simple,  long-term  strategy.  Forget 
those  telephone  hot  lines  or  fax  up- 
dates here. 

The  more  expensive  letters  with 
daily  hot  line  and  lax  updates  operate 
under  a  disadvantage  in  my  opinion: 
They  need  to  justify  their  high  prices 
and  daily  updates  by  generating  more 
activity  in  their  model  portfolios — 
which  consequently  incur  higher 
transaction  fees.  (But  of  course  there 
is  an  exception  to  every  rule:  Despite 
its  short-term  focus,  Martin  Zweig's 
Zweig  Forecast  is  one  of  the  handful  of 
services  that  are  ahead  of  the  market 
over  the  last  decade.) 

On  the  whole,  the  hfd  study  found, 
telephone  hot  lines  are  the  worst  of 
three  possible  worlds:  Letters  that 
have  them  cost  more  on  average,  they 
require  subscribers  to  spend  more 
time  following  the  letters'  advice,  and 
they  generally  perform  less  well  than 
the  average  service  without  a  hot  line. 

The  average  subscription  cost  of 
letters  that  make  their  recommenda- 
tions on  hot  lines  is  20%  higher  than 
those  that  do  not.  Yet  they  didn't 
perform  any  better:  Over  the  last  five 
years,  those  services  using  telephone 
hot  lines  gained  an  average  of  1.4% 
per  year  less  than  those  that  did  not. 

Try  to  explain  that  to  efficient  mar- 
ket theorists.  BBI 
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Here  are  some  thoughts  on  how  to  use  a  broker 
rather  than  being  used  by  one. 

Don't  you  call  me 


BY  FREDERICK  E.  ROWE  JR. 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


Several  years  ago  a  successful  stock- 
broker I  know  reflected  somewhat 
cynically  on  his  professional  accom- 
plishments. "Basically,"  he  said,  "it 
took  me  25  years  to  convert  my  cus- 
tomers' assets  into  my  name.'" 

Each  year  public  esteem  for  stock- 
brokers sinks  a  little  lower.  I  spent  a 
good  part  of  my  business  career  as  a 
stockbroker.  I  talk  to  stockbrokers 
daily.  As  a  result  I  have  a  few  thoughts 
on  how  to  use  stockbrokers  rather 
than  being  used  by  them. 

Warren  Buffett  continually  exhorts 
corporate  managers  to  think  like 
owners.  Similarly,  we  should  seek  out 
stockbrokers  who  think  like  investors. 
Unfortunately,  the  ways  in  which  the 
industry  has  evolved  make  it  probable 
that  you  will  come  across  few  of  these 
individuals.  A  little  like  the  whooping 
crane,  brokers  who  think  like  inves- 
tors are  an  endangered  species. 

Gerald  Loeb  was  perhaps  the  arche 
type  investor/broker.  Many  years  ago 
lie  published  The  Battle  for  Invest- 
ment Survival,  which  contains  a  chap- 
ter entitled  "I  Don't  Sell — People 
Buy  From  Me."  Loeb  did  much  of  his 
own  research,  had  his  own  industry 
contacts,  wrote  lots  of  articles  and  did 
very  well  as  a  broker  and  as  an  inves- 
tor. In  those  days,  the  market  was 
dominated  by  individuals  rather  than 
by  institutions.  Because  commission 
rates  were  fixed  at  a  high  level,  it 


paid  people  like  Loeb  to  do  research. 

All  that  has  been  changed  by  cut 
rate  commissions.  A  well-thought- 
out  investment  idea  is  a  valuable  com- 
modity, but  at  current  commission 
rates  it  scarcely  pays  a  broker  to 
develop  such  ideas  except  for  the 
biggest  clients. 

This  does  not  mean  that  brokers 
and  the  firms  that  employ  them  are 
starving.  Far  from  it.  Declining  com- 
mission rates  have  been  offset  by  ex- 
panding volume.  But  this  means  that 
turnover  rather  than  a  painstaking 
search  for  a  few  superior  ideas  has 
become  the  lifeblood  of  the  broker- 
age business.  Any  broker  who  expects 
to  remain  employed  had  better  be 
available  at  all  times  to  his  or  her 
trading  customers.  That  leaves  very 
little  time  for  independent  research 
or  thought. 

Standard  entree  to  the  investment 
business  used  to  be  apprenticeship  as  a 
broker  where  these  individuals  could 
build  their  reputations.  Confronted 
with  lower  commissions  and  the  high 
rewards  of  money  management, 
bright  young  people  now  skip  that 
apprenticeship  and  go  to  work  direct- 
ly for  money  management  companies 
or  hedge  fund  operators.  It  is  unfair  to 
generalize,  but  I  would  say  that  suc- 
cessful investor/brokers  for  the  most 
part  are  older  individuals  who  enjoy 
talking  to  their  customers  and  who 
never  bothered  to  change  their  ap- 
proach to  the  business. 

Of  course,  the  major  brokerage 
houses  are  populated  with  all  sorts  of 
individuals  with  brilliant  investment 
minds  rather  than  sales  minds.  The 
difficulty  is  that  in  order  to  get  direct 
access  to  those  minds  and  hear  their 
best  ideas  on  a  timely  and  objective 
basis,  vou  must  be  a  good  customer.  I 
would  define  a  good  customer  as 
someone  who  year  in  and  year  out 
pays  the  firm  commissions  exceeding 
SI 00,000  per  year.  That  leaves  most 
of  us  out. 


Retail  sales  managers  at  broker; 
firms  are  fond  of  reminding  their  b 
kers,  "You  can  shear  a  sheep  twic 
year,  but  you  can  only  slaughter  t 
once."  The  idea  is  not  to  get  I 
greedy.  The  customer,  after  all,  is 
earning  asset. 

So  there  you  have  it.  Good  invc 
ment  ideas  are  valuable.  The  aver; 
serious  investor  is  going  to  have  tn 
ble  buying  good  ideas  from  V 
Street  and  the  average  broker  is  i 
thinking  like  an  investor.  Rather, 
broker  is  trying  to  decide  whether 
or  she  wants  a  nice  wool  coat  or  la 
chops  for  dinner. 

The  Peter  Lynch  spiel  is  that  n< 
of  this  matters  because  most  indi\ 
uals  already  know  more  than  enoi 
to  effectively  invest  on  their  o 
without  much  help  from  their  b 
kers.  Maybe.  But  why  not  try  to 
the  small  amount  of  good  advice  t 
is  available?  How?  Identify  succes; 
investors.  They  may  be  brokers  (i 
likely),  portfolio  managers,  secui 
analysts  or  individual  investors.  1 
chances  are  that  you  have  knowlec 
that  would  be  of  value  to  those  inv 
tors.  If  you  arc  a  doctor,  you  h 
medical  knowledge  that  could 
valuable  in  evaluating  dozens 
health  care  companies.  The  sa 
thing  is  true  of  housewives,  lawy< 
advertising  executives,  etc.  Hon 
wives?  Sure.  Who  better  knows  ab< 
a  new  product's  chances  than 
person  who  actually  uses  it? 

Strike  up  a  relationship.  Do  i 
give  your  knowledge  away.  It 
gladly  be  accepted  and  no  comper 
tion  offered.  Rather,  trade  what  > 
know  for  their  best  investment  id« 
Both  sides  of  the  trade  will  benefit 

But  don't  blindly  follow  the  typ 
stockbroker's  advice.  I  asked  a  \ 
successful  investor  I  know  his  ad> 
for  effectively  dealing  with  stockh 
kers.  Without  hesitating  he  repl 
"Do  not,  I  repeat,  do  not  return  tl 
phone  calls." 
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Introducing  TotalTrack.  It's  like  getting  live 
broadcasts  from  the  scene  of  your  package. 

Despite  what  you  may  have  seen  on  TV  the  world's  largest  staff  of  on-the-spot 
reporters  isn't  at  CBS,  NBC,  ABC,  or  even  CNN.  They're  at  UPS. 

Because  we've  just  launched  a  nationwide  cellular  tracking  system:  TotalTrack. 

Our  55,000  drivers  now  carry  hand-held  computers,  while  our  vehicles  are 
equipped  with  state-of-the-art  cellular  technology  So  now  you  can  find  out  the  status 
of  any  air  or  designated  ground  package  at  any  time.  Vve  can  even  confirm  delivery  in 
seconds.  And  only  UPS  TotalTrack5"  digitally  captures  the  recipient's  signature.  I  ^ 

Which  means  that  now  there's  just  one  thing  that  travels  faster  than  IMP^ 
a  UPS  package.  And  that's  news  of  it.  The  package  delivery  company  more  companies  count  on: 

©  1993  United  Parcel  Service  of  America,  Inc. 
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It  is  difficult  to  get  stock  in  the  better  IPOs,  but  by 
waiting  you  can  sometimes  buy  them  in  the  aftermarket 
at  a  reasonable  price.  Here  are  four  such. 

Wait  'til  they 
cool  off 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr.  is  chairman  and  chief  executive 
of  Salomon  Brothers  Asset 
Management  Inc.  and  portfolio  manager  of 
Salomon  Brothers  Capital  Fund  Inc. 
Research  assistant:  Caroline  Davenport. 


U.S.  companies  are  gradually  re- 
building a  base  of  equity  that  is  essen- 
tial to  financial  stability.  This  is  one 
of  those  "good  news/bad  news'1 
stories.  The  financial  health  of  domes- 
tic corporations  is  improving,  but  the 
supply  of  stock  is  growing. 

In  the  1980s  debt  levels  ballooned 
and  the  amount  of  equity  shrank  dra- 
matically. Leveraged  buyouts,  recapi- 
talizations, mergers  and  outright 
share  repurchases  took  roughly  half  a 
trillion  dollars  of  equity  out  of  the 
system.  Less  equity  in  the  financing 
mix  inevitably  meant  higher  risks. 
Some  companies  went  bankrupt,  oth- 
ers faced  a  long  uphill  battle  in  restor- 
ing their  financial  integrity. 

In  the  current  decade  investors  are 
witnessing  a  reversal  of  these  trends. 
Both  corporations  and  individuals 
are  seeking  to  pay  down  their  debts, 
thereby  shrinking  interest  costs. 
They  are  taking  advantage  of  the 
strong  stock  market  to  sell  stock  and 
using  the  money  for  that  purpose.  In 
1991 — for  the  first  time  since 
1983 — equity  issuance  turned  posi- 


tive. (That  is,  more  equity  was  issued 
than  was  retired  through  buybacks, 
takeovers  and  leveraged  recapitaliza- 
tions.) In  1983  net  issuance  came  to 
$18  biliion.  In  1992  the  net  figure 
jumped  to  S34  billion,  and  I  estimate 
that  it  could  move  up  to 
$40  billion  or  more  in  1993. 

The  rebuilding  process  is  just 
beginning.  Total  net  issuance  thus 
far,  including  the  estimate  for 
1993,  amounts  to  less  than  one- 
fifth  of  what  came  out  of  the  system 
during  the  leverage-happy  years  of 
the  1980s.  Nevertheless,  the  trend 
is  very  encouraging.  Combined 
with  a  growing  pool  of  retained 
earnings,  it  augurs  well  for  the 
stability  and  growth  potential  of 
many  companies. 

What  about  the  bad-news  side  of 
the  story?  Some  investors  worry  that 
the  growing  supply  of  equity  will 
exceed  demand  and  depress  prices.  I 
don't  think  it  will  happen.  Rising 
equity  issuance  is  a  sign  of  a  strong 
stock  market  and  improving  corpo- 
rate balance  sheets.  A  rising  market 
tends  to  bring  out  new  supply.  In  this 
sense,  issuance  is  an  outgrowth  of  a 
bull  market — it  is  not  the  cause  of  a 
bear  market.  If  the  market  turns 
south,  issuance  inevitably  will  dry  up. 
If  the  market  stays  strong,  issuance 
will  continue  to  grow. 

Investors  must  now  ask  themselves 
how  they  can  take  advantage  of  the 
re-equitization  process  that  is  under 
way.  One  method  is  to  buy  shares  of 
companies  that  are  going  public  and 
that  have  good  profit  prospects.  The 
problem  with  prospecting  in  the 
market  for  initial  public  offerings, 
however,  is  that  it  is  difficult  to  get 
one's  hands  on  any  stock  if  the  story 


really  is  a  good  one.  These  deals  a 
be  oversubscribed  by  10  to  20  timi 
the  amount  of  stock  being  offerei 
meaning  that  any  one  buyer  gd 
practically  nothing  relative  to  wh 
he  or  she  requests. 

In  my  view  it  is  much  more  prof 
able — not  to  mention  less  stres 
ful — to  buy  stock  in  companies  th 
have  already  come  public  throuj 
the  re-equitization  process  and  a 
still  trading  at  levels  that  are  with 
shooting  distance  of  their  init 
public  offering  price.  In  this  categ 
ry,  there  are  four  companies — t 
Pepper/Seven-Up  Cos.  (15),  Payi 
Cash  ways  (14),  Royal  Caribbe, 
Cruise  Lines  (17)  and  Valat 
(14) — that  have  good  growth  pre 
pects,  strengthening  balance  she< 
and  stock  valuations  that  appc 
quite  reasonable. 

Dr  Pepper/Seven-Up  has  abou 
10%  share  of  the  soft  drink  mark 
Regular  Dr  Pepper  is  registerii 
strong  growth,  and  Diet  Dr  Pepj 
should  get  a  boost  from  a  major  pi 
motional  campaign  in  the  curn 
quarter.  Stronger  sales  volume  a 
steadily  declining  interest  expense  \ 
produce  five-vear  earnings  growth 
20%  to  25%.  ' 

Payless  Cashways  sells  building  v. 
terials  and  home  improvement  pre 
ucts.  It  is  the  third-largest  compam 
this  retailing  category.  Over  the  p 
several  years  Payless  has  increa 
sales  to  contractors,  a  segment  of 
market  that  is  less  competitive  tl 
individual  do-it-yourself  custom* 
Management  has  also  been  succes: 
in  raising  productivity  significai 
in  its  stores. 

Royal  Caribbean  Cruise  Lines  h 
19.7%  share  of  the  Caribbean  cm 
market.  Earnings  could  grow  by  1 
or  more  over  the  next  several  ye 
boosted  by  a  recover)'  in  passen 
demand,  cost-cutting  and  falling 
terest  expense. 

Valassis  prints  the  coupon  proi 
tional  inserts  in  Sunday  newspap 
The  company  has  about  a  50%  m 
ket  share.  The  stock  price  has  b 
beaten  down  since  the  offering 
concerns  about  a  new  competi 
Sullivan  Marketing.  The  price-< 
ting  is  fierce  at  present,  but  Valas:-  ■• 
in  a  strong  position,  and  I  believ 
ultimately  will  preserve  or  enlu 
its  market  share. 
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iere  may  be  further  strength  in  sterling,  but 
pain's  recovery  may  be  on  weak  ground. 

ritain's  shaky 
•ecovery 


ANDREW  J.  KRIEGER 


wJ.  Krieger  is  managing  director 

Currency  Advisors,  Inc., 

gn  currency  investment  management 

sdgmg/overlay  firm 

in  Englewood  Cliffs,  N.J. 

author  of  The  Money  Bazaar. 


pI'EN  THE  recent  array  of  econom- 
Jlata,  it  should  be  completely  obvi- 
1  to  most  financial  observers  that 
figrowth  rate  in  the  U.S.  economy 
,Jr  the  coming  years  will  be  far 
Jjn   robust.   The  consumption- 
:d  growth  of  the  1980s  will  not 
.  Repeated  in  the  1990s,  as  it  gener- 
,  I  dangerous,  unsustainable  trade 
jf,  j  budget  deficits.  Further,  the 
lider  deflationary  pressures  that  I 
,  t  alluded  to  in  prior  columns, 
,  pled  with  increased  taxation  and 
,  iced  fiscal  spending,  will  largely 
it  pt  the  modest  economic  demand 
is  beginning  to  appear.  General 
Jbctations    regarding   the  U.S. 
jjiomy  have  been  consistently  too 
for  the  past  three  years.  They 
till  too  optimistic, 
urrency  traders,  reflecting  popu- 
linking  during  this  period,  twice 
up  high  hopes  for  a  powerful 
lomic   recovery   coupled  with 
ler  short-term  interest  rates  to 
erate  the  anticipated  growth, 
hopes  were  disappointed.  As  a 
It  the  traders  established  huge 
-dollar  positions   that  subse- 
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quently  had  to  be  liquidated  at  lower 
levels  when  the  Fed  was  forced  to 
ease  rates  repeatedly  in  its  attempts  to 
give  the  economy  a  still-needed 
boost.  It  turned  out  to  be  a  nasty  and 
costly  game  for  many  players.  It 
wasn't  so  much  the  absolute  level  of 
growth  and  interest  rates  that  caused 
the  dollar  selloff,  but  rather  the  levels 
relative  to  expectations. 

An  interesting  parallel  may  now 
be  forming  with  the  British  pound. 
Again  we  see  expectations  building 
that  are  probably  doomed  to  be 
disappointed.  Last  year  the  U.K. 
economy  was  in  a  horrible  state, 
saddled  with  high  unemployment,  a 
weak  manufacturing  base,  a  dramat- 
ically overvalued  currency,  large 
external  deficits  and  a  disaster  in 
residential  real  estate. 

The  overvaluation  of  the  currency 
stemmed  from  the  original  decision 
for  the  pound  to  enter  the  European 
exchange  rate  mechanism  at  a  cen- 
tral rate  of  2.95  deutsche  marks  per 
pound.  At  this  level  British  manu- 
facturers couldn't  compete  with  the 
rest  of  Europe.  Finally,  the  defla- 
tionary effects  generated  by  the 
currency's  inflated  value  imploded 
last  fall,  resulting  in  the  pound's 
virtual  collapse. 

Pessimism  about  Britain  reached  an 
extreme  during  the  ERM  crisis,  and 
global  investors  panicked  and  either 
liquidated  or  hedged  huge  amounts 
of  their  sterling  assets.  There  was  a 
huge  short  position  in  sterling. 

This  extreme  pessimism  created 
nearly  perfect  technical  conditions 
for  a  powerful  rally  when  the  Bank 
of  England  gave  the  economy  a  des- 
perately needed  kick  by  lowering 
interest  rates  by  over  600  basis 
points.  U.K.  exporters  also  received 
the  very  pleasant  gift  of  an  immedi- 


ate 20%  competitive  price  advan- 
tage through  the  pound's  deprecia- 
tion. Not  surprisingly,  the  pound 
rallied  smartly,  the  sterling/dollar 
rate  rising  from  the  1.40  level  to 
just  under  1.60  in  a  period  of  just 
eight  weeks. 

Nearly  all  recent  economic  data 
shows  the  U.K.  recovery  gaining 
momentum:  in  manufacturing,  in 
housing  and  in  business  confidence. 
But  be  cautious.  Remember  the  dis- 
appointed expectations  in  the  U.S. 
In  Britain  inflation  is  also  picking  up 
along  with  the  economic  activity,  as 
retail  prices  showed  a  surprisingly 
large  rise  in  March. 

I  suspect  there's  still  some  life  in 
sterling,  particularly  after  a  subse- 
quent nasty  selloff  to  below  1.55. 
Chances  are  high  that  the  pound  has 
at  least  one  more  strong  rally  in  it.  But 
those  parallels  with  the  U.S.  remain 
disturbing.  Like  the  U.S.,  Britain 
must  widen  its  industrial  base  and 
shift  from  a  consumption-based 
economy.  If  the  industrial  base  is  not 
widened,  the  economic  growth  will 
not  be  sustained  and  the  external 
deficits  will  rise. 

The  U.K.  government  also  faces 
severe  borrowing  needs  that  could 
adversely  affect  the  Bank  of  England's 
flexibility  in  addressing  economic  exi- 
gencies as  they  arise.  Furthermore,  if 
in  fact  die  pound  stages  a  powerful 
rally  over  the  coming  months,  then 
the  competitive  price  advantages  of 
the  recent  devaluation  would  be 
largely  diminished. 

Although  the  pound  is  likely  to 
show  some  dramatic  strength,  if  you 
are  long  sterling  be  very  careful  not 
to  overstay  the  next  rally.  The  U.K. 
recovery  is  not  standing  on  particu- 
larly solid  ground,  so  don't  wear  out 
your  welcome.  MB 
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FINANCIAL  SERVICES 

FINANCIAL  SERVICES 

IS  THE  MARKET 
"TOO  HIGH"? 


Is  the  stock  market  now 
heaoed  for  sizable  gams, 
or  for  another  "free  fall"? 

Before  you  make  any  de- 
cisions to  unload  slocks,  or 
to  buy  more,  or  to  stand 
pal,  I  urge  you  to  check  at 
once  the  current  status  of 
my  key  market  indicators 
MARTIN  ZWEIG  which  I've  spent  more 
than  30  years  developing. 

These  are  the  indicators  that  enabled  The 
Zweig  Forecast  to  show  a  50.4%  gain  for  the 
"crash  year"  of  1987  with  a  9%  portfolio  gain  on 
Black  Monday  itself  ,  and  that  made  possible 
the  Forecast's  huge  638.5%  gains-with  not 
even  one  down  year-over  the  12'/2  years 
(through  12/92)  since  Hulbert  began  monitoring 
advisory  services.  (Past  results  are  no  guaran- 


tee of  future  performance.) 

Let  me  rush  you,  as  a  bonus,  the  very  latest 
issue  of  The  Zweig  Forecast  showing  you  exactly 
what  my  key  indicators  are 
saying  now.  Plus  the  un- 
listed number  of  my  tele- 
phone hotline  which  up- 
dates my  indicator  readings 
at  least  three  times  a  week 
Plus  a  gift  copy  of  my  book, 
"Winning  on  Wall  Street" 
($20  retail)  Act  today  Pro 
rata  money-back  guaran- 
tee, of  course. 

Three-Month  Trial  $55. 
One  Year  $265.  Visa/MC. 
1-800-535-9649  Ext.  9061 

THE  ZWEIG  FORECAST 

PO  Box  2900,  Wantagh,  NY  11793-0926 
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5  STOCKS  UNDER  $10 
TO  BUY  NOW! 


A  5,000  Dow?  Or  1,800? 
Or  Both? 

Intro  Issue  $2.00 

0'BRYMT 

INVESTMENT  LETTER  llllllllllllllll 

P.O.  Box  62695,  Dept.  FJ 
Colorado  Springs.  CO  80962 


PROFIT  FROM  TAX 
FREE  INVESTMENTS 
WITHOUT  LOSING 
A  PENNY! 

Opportunity  for  Foreign 
Investors  to  maximize 
financial  growth,  while 
limiting  tax  exposure. 

The  Principle  Firm,  Inc. 

U.S.A.  (310)  679-0543 
(310)  679-7450  Fax 


Global  Investing 

Global  Investing.  The  essential 
twice-monthly  newsletter  for  inter- 
nationalizing your  portfolio  using 
Wall  Street's  fastest  growing  instru- 
ments: American  Depositary  Re- 
ceipts and  international  closed-end 
funds.  Global  Investing.  The  only 
independent  publication  highlighting 
top-performing  ADRs  of  foreign 
stocks  and  bonds  plus  closed-end 
funds  which  looks  after  investors, 
not  brokers'  trading  volume. 

In  its  first  24  months,  Global 
Investlng's  model  yield  portfolio 
earned  interest  of  9.8%  while  rising 
9.3%  Global  Investlng's  buy-and- 
hold  portfolio  is  up  12.9%.  Global 
Investlng's  speculative  portfolio  is 
up  47.5%.  Global  Investlng's 
portfolio  of  closed-end  funds  pro- 
duced gains  of  21 .6%  and  yields  of 
3.4%.  Our  closed  positions  pro- 
duced a  gain  of  30%.  (As  of  May  7.) 

Priced  normally  at  $425.  Global 
Investing  is  being  offered  at  $199 
to  respondents  to  this  ad.  Free 
sample  issue  on  request. 

Global  Investing 

35  Sutton  Place,  Suite  14F 
New  York,  NY  10022-2464 
(212)  758  9480 


FOR  INFORMATION 
WRITE  OR  CALL: 

LINDA  L0REN 
FORBES  MARKET/ 
CLASSIFIED 

GO  Filth  Ave.,  H.Y.,  HY  10011 

(212)  620-2440 
FAX  (212)  620-2472 


Receive  Value  Line 
for  only  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Service — Value  Line's  most 
recent  Ratings  and  Reports  on  1 700  stocks  and  the  How  to  Invest  In  Common 
Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10 
weeks  for56ST$5S,  Available  only  once  every  two  years  to  any  household. 
SPECIAL  BONUS:  With  your  subscription  you  will  also  receive  Barron's 
DICTIONARY  OP  FINANCIAL  AND  INVESTMENT  TERMS.  Third  Edition 
(retail  price  $9.95)— 537  pages  filled  with  over  3.000  definitions  of  terms  fror 
stocks  and  bonds,  banking,  corporate  finance,  and  more — In  accordance  witl 
Federal  Income  tax  revisions.  Your  subscripdon  to  Value  Line  may  be  tax- 
deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along  with 
name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toil-Free  1-800-833-0046 

(Ext.  2903-Dept.  6I6B07)    American  Express,  MasterCard  or  Visa, 
r  hours  a  day,  7  days  a  week.  30  day  Money-Back  Guarantee. 
Allow  4  weeks  for  delivery.  NY  residents  add  sales  tax. 
Foreign  rates  upon  request. 


The  Value  Line  Investment  Survey* 

711  3rd  Avenue 
NY,  NY  10017-4064 


PRESENTATION  EQUIPMENT 
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LASER  POINTER 
$7995 


phis  tax  &  shipping 


DIUC 

I-RDH-RR-lllllPil  DIVCO Technologies,  Inc 
UUU  llll  UIVUU      *™™«"  Compony 

 Mode  in  the  USA  ■  1  Year  Warranty  
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BUSINESS  OPPORTUNITIES 


WHEN  YOU  WANT  TO 
GO  PUBLIC 


We  are  a  very  experienced 
securities  and  tax  law  firm.  Our 
costs  to  new  issuers  are  well 
below  prevailing  rates. 

Cassidy  &  Associates 

202/387-5400  Fax:  202/745-1920 


BUSINESS  OPPORTUN 


; 


INCORPORATE  IN  DELAW 


Specialists  In  setting  up  Dela 
Corporations.  General,  Alrcrt 
Boat  &  Shell  Corporations. 

JMuMirt'  Cal,/Wrl,e  ,or  ™M 
vCasfrv  P.O.  Box  «l| 
§L  X5r        Wilmington,  DE 1! 

m  hkl  800-321.CORP' 302-6 


Forbes: 
CapitalistTboP 


$  OVER  ONE  BILLI 


WORTH  OF  BUSINESSES  FOR  SALE  BY 
Major  Manufacturing  to  Small  Retal 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SAIE 
GREAT  WESTERN  business  servici 


NATIONWIDE 


PRESENTATION  SERVICES 


XECUTIVE  FURNISHINGS 


Stidtlmagers 

I  Overnight 


1 


$495 


l  Quality  Guarantee 

Computer  File  0 


mm 


35mm  Color  Slides 
Overhead  Transparencies 
Canon  Color  Lasers 

Free  Samples  &  Technical  Support 


12-  hour  service  standard.  Modem  to  us 
your  native  files  by  8  a.m.  E.S.T.  or  send 
by  Priority  Air  Express,  and  we'll  have 
the  finished  product  back  to  you  by  the 
next  morning.  CALL  US  TODAY! 


The  BEST  Product,  (800)232-5411 
Service,  TecMKW  (404)873-5353 
Support,  ana  r'lc  •  22-msfM™ta,Qkmoi 


TRAVEL  ACCESSORIES 


Send  wrinkles 

packing. 

Trade  in  your  travel  iron 

for  an  ingenious 

H  SMARTPACK* 

1   modular  packing 

system.  Keeps 

^BVS  everything 

from  silks  to 

suits  neat  and 

j^y        wrinkle  free. 

WW       Call  today  for  your 

j^^r              free  catalog! 

W  Shown,  18"  SmartPack,  $28 

'            Weekend  Bag,  $68 

SmartPack  1-800-969-8585 

MISCELLANEOUS  FOR  SALE 


WE  BUY  DIAMONDS! 

Call  or  fax  GIA  info 

for  cash  offer. 
-Any  quantity!  - 

HOUSE  OF  ONYX 

1  Main  St. ,  Greenville,  K Y  42345 

1-800-844-3 100 or  FAX  502  +  338-9605 


Premium  Handcrafted 
EXECUTIVE  FURNISHINGS 


Built  to  last  for  generations! 
Select  Pennsylvania  Hardwoods. 
Third  generation  cabinetmaker. 
Custom  made  Quality. 


wLMERWAYin  c. 

3701  Beale  Avenue,  Altoona,  Pennsylvania,  16601 


PRESENTATION  EQUIPMENT 


The  most  advanced  pen  sized 

Laser  Pointer 
INFINITER 

TOT  M 


Black  S82  "Jf  "O 

24KGol0i1?0  m 

J6  00  SSM  BBBBB" 

Silver 

Q  RIPCC 


Bright  red  laser  dot  lets  your  audience  focus 
on  your  topic  and  lets  you  direct  the  presentation 


800-854-6686  Dept. 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY  ■  Executive  BackChair 
JET  FIGHTERS 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain 

•Forward-tilt 

feature 
•Adjustable 

neck  rest 

•  Built-in  adjustable 
lumbar  support 

To  fit  individuals  from  52"  up  to  6'6". 


•  16"  to  72"  models  ore  hand- 
crofted  from  solid  mohogany  with 
handpainted  mcriings  and  details 

•  Over  160  model!  in  stock 

•  Pnced  from  $99.50 

•  Satisfaction  guaranteed 

Call  1  600  950  9944 


r  aoi  it 


W0R1L  S  HADING  MAKERS 
OfRNt 
tHOSCUlrTUHS 

l42S5Nof*7%Slrwl 

ScoiKiot*«ix»4,«  852(0 
16071  »1  »41  — 


COMPUTER  SOFTWARE 


Need  New  Customers?, 


Let  us  help  you  with  Sales  Leads... 

•  10  Million  U.S.  Businesses  - 

Select  by  SIC.  Emptoyee  Size  and  Sales 
volume  Lists  include  Name  of  the  Owner 
or  Manager 

•  78  Million  U.S.  Residents  - 

Select  by  Age  and  Income. 

Call  or  write  for  FREE  Catalog 
American  Business  Lists 

5711  S  8i»Orde'Dept»0l-183-Omaha,NE66ie? 
Phone  (402)  331-7169 -Fax  (402)331-1505 


BackSaver  Call  1-800-251 222s 

  Ia\  li  hrs.  I-KII(I-'h£')WW 

W  icrfttry  Ave.  I  MIv.  Ilollislon.  MA  01746 


CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to: 

Free  Business  Catalog 
U.S.  Government  Printing  Office 
Office  of  Marketing— Stop  SM 
Washington.  DC  20401 


EDITED  BY  THOMAS  JAFFE 


Think  long  term 

Soon  it  will  be  earnings  reporting 
season  again.  So  Wail  Street  analysts 
currently  are  hard  at  work  preparing 
their  forecasts  for  the  second  quarter 
of  1993. 

But  if  you're  planning  on  trading 
stocks  based  on  the  analysts'  short- 
term  estimates,  don't.  That's  the  ad- 
vice of  Mark  Stumpp,  the  Newark, 
N.J. -based  research  direc- 
tor for  $14  billion  (assets) 
Prudential  Diversified  In- 
vestment Strategies.  "An- 
ticipating nearby  results," 
writes  Stumpp,  "won't 
make  you  rich." 

Stumpp  examined  stock 
prices  for  two  years  before 
and  after  each  cyclical  peak 
in  s&P  500  earnings  be- 
tween 1955  and  1993.  He 
found  that  stock  prices  lead 
earnings  by  at  least  one,  and 
possibly  up  to  five  quarters. 
On  average,  stock  prices  hit 
a  plateau  six  to  nine  months 
before  the  eventual  earn- 
ings peak. 

Stumpp's  research  con- 
firms  something  else  that 
eveiy  experienced  investor  knows: 
Stocks  tend  to  rise  well  before  earn- 
ings hit  bottom.  Stocks  anticipate 
better  earnings  about  four  months 
before  the  eventual  bottom  occurs. 

Stumpp  does  not  conclude  that 
investors  should  ignore  all  forecasts, 
only  the  more  short-term  forecasts. 
There's  more  opportunity,  he  finds, 
in  forecasts  that  go  4  to  24  months 
ahead.  "Think  long-term,"  he  writes. 
"The  big  bucks  come  from  knowing 
more  distant  outcomes." 

Going  long  in  short  lines 

Kansas  City  Southern  Industries, 
Inc.  recently  offered  to  pay  an  eye- 
popping  $210  million  for  $107  mil- 
lion (revenues)  MidSouth  Corp.,  a 
short-line  railroad  that  operates 
1,100  miles  of  track  in  four  southern 
states  (see  story,  p.  100).  The  deal 
would  value  MidSouth  at  about  20 
times  estimated  1993  earnings. 

Are  there  other  publicly  traded 
short  lines  that  may  be  gobbled  up? 
Peter  Gilbertson,  a  principal  of  con- 
sulting firm  Anacostia  &  Pacific  Co. 
and  an  expert  on  the  group,  says  there 


may  be.  One  possible  acquisition  can- 
didate, he  says,  is  $124  million  (reve- 
nues) Wisconsin  Central  Transport 
Corp.  Headquartered  in  Rosemont, 
111.,  it  operates  a  2,040-mile  system  in 
Wisconsin,  Minnesota,  Illinois  and 
Michigan's  Upper  Peninsula.  Since 
last  fall  Wisconsin  Central's  8.2  mil- 
lion over-the-counter  shares  have 
nearly  doubled,  to  a  recent  41 Vz.  Gil- 


A  Wisconsin  Central  Transport  engine 
All  aboard  for  the  takeover  express? 


bertson  thinks  much  of  that  rise  is 
owed  to  the  company's  pending  pur- 
chase of  a  competing  short  line,  not  to 
takeover  speculation. 

Another  merger  prospect  may  be 
Cooperstown,  N.Y. -based  Delaware 
Otsego  Corp.,  which  runs  some  stra- 
tegic freight  lines  in  New  Jersey,  New 
York  and  Pennsylvania.  Although 
1992  revenues  sagged  16%,  to  $23 
million,  its  1.4  million  shares  have 
climbed  from  7%  to  a  recent  10%  on 
the  o-t-c — but  that  is  still  well  below  a 
high  of  14%  reached  in  1988.  Note 
that  a  deal  would  have  to  be  friendly; 
insiders,  led  by  President  Walter  Rich, 
own  34%. 

Finally,  there  is  $176  million  (reve- 
nues) Florida  East  Coast  Industries, 
Inc.,  which  runs  the  442 -mile,  non- 
union Florida  East  Coast  Railway. 
Recent  NYSE  price:  48V8.  The  stock  is 
up  30%  since  late  1991  and  sells  for  18 
times  latest  12  months'  earnings. 
Even  so,  it  trades  well  under  the  71% 
that  it  hit  in  1989.  An  occasional 
subject  of  buyout  speculation,  Florida 
East  Coast  is  a  longtime  favorite  of 
asset  players  because  of  the  wealth  of 
Florida  real  estate  it  owns.  There  are  9 


million  shares,  54%  owned  by  St.  J< 
Paper  Co.  -James  Normj 

On  the  mend 

Is  sewing  passe?  You  would  think  s 
judging  from  how  poorly  the 
Board  stocks  of  the  nation's  thri 
largest  fabric  retailers  are  faring.  T 
shares  of  Fabri-Centers  of  Ameri< 
Inc.  (recent  price,  12 
House  of  Fabrics,  Ii 
(llVfe)  and  Hancock  Fa 
rics,  Inc.  (10%)  have  be 
ripped  to  shreds — down 
average  70%  from  th 
highs  of  two  years  ago. 

But  now  listen 
Kemper  Securities  anal) 
Robert  Simonson. 
notes  retail  sales  of  fabt 
and  other  sewing  suppl 
are  keeping  pace  with  g« 
eral  merchandise  sales,  a 
are  projected  to  grow  at, 
to  7%  a  year. 

Simonson  agrees 
companies  have  made  tr 
mistakes.  Having  expanc 
rapidly  in  the  1980s, 
three  were  hit  hard  by 
recession  and  fell  into  a  vicious  pi 
war.  Worse,  Fabri-Centers  and  Ho 
of  Fabrics,  the  two  largest,  unwi 
expanded  into  high-rent  malls.  H 
cock  wisely  built  larger  disco 
stores  in  less  expensive  strip  centei 
But  Fabri-Centers  and  House 
Fabrics  are  now  shutting  their 
stores  and  moving  into  the  strips.  1 
should  be  largely  completed  by 
end  of  next  year. 

Simonson  has  a  buy  on  all  tr 
stocks,  but  his  favorite  is  indu 
leader  Fabri-Centers  of  America, 
the  current  fiscal  year,  which  ends 
31,  1994,  he  estimates  the  Huds 
Ohio- based  company  will  have  s 
of  $680  million.  Simonson  th 
that  over  the  next  few  years  Fal 
Centers  will  get  a  big  boost  fron 
new  stores.  He  also  notes  that  Fa 
Centers  has  been  adding  craft  supj 
such  as  picture  frames  and  artif 
flowers  to  its  merchandise  mix 

Simonson  expects  Fabri-Cen' 
earnings  per  share  to  jump  nearly 
this  year,  to  85  cents.  He  looks  i 
70%  gain  the  following  year,  to  $ 
a  share.  At  a  recent  12%,  it  sells  I 
cheap  9  times  next  year's  estim 


1 
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irnings.  With  the  stock  having  fallen 
$%,  from  47%,  since  early  1992,  at 
lis  point  it's  probably  a  safe  bet  that 
lere's  nowhere  to  go  but  up.  At  least 
lat's  what  Simonson  is  betting. 

-Christopher  Palmeri 


•rug  data  for  hire 

Bth  drug  companies  reeling  from 
ricter  regulatory  and  pricing  condi- 
5ns  worldwide,  the  pharmaceuticals 
dustry  is  under  increasing  pressure 
develop  more  effective  sales  and 
arketing  programs. 
:;  That's  where  $118  million  (esti- 
ated  1993  sales)  Pharmaceutical 
arketing  Services  Inc.  comes  in. 
mnded  in  1988  by  privately  held 
alsh  International  Inc.  and  built 
rough  17  acquisitions,  the  Scotts- 
le,  Ariz. -based  company  provides  a 
de  range  of  specialized  marketing 
rvices  to  the  drug  industry.  Among 
is'  clients  are  24  of  the  top  25 
armaceutical  houses  in  the  world. 
One  pms  database  contains  infor- 
!ition  on  about  1.9  billion  prescrip- 
>ns  dispensed  at  the  retail  level,  or 
arly  60%  of  all  prescriptions  written 
the  U.S.  over  the  last  two  years, 
lother  database  has  detailed  profiles 
over  369,000  physicians  in  the 
.,  Japan,  Germany,  the  U.K., 
ince  and  the  Netherlands.  These 
1  tabases  can  help  companies  target 
es  and  promotional  efforts  at  spe- 
cie physicians  who  are  known  pre- 
hbers  of  certain  drugs,  or  are  most 
ly  to  be  in  the  future, 
[n  December  1991  Walsh  sold 
5  million  pms  shares  to  the  public 
i$14  apiece.  There  has  since  been  a 
ondary  offering  of  stock — in  May 
92,  at  $16.75 — as  well  as  a  distri- 
tion  of  shares  in  March.  There  are 
im  rrently  13.5  million  o-t-c-traded 
es;  Walsh  and  its  principals  con- 
48%.  Recent  price:  17. 
Special    situations    analyst  Scott 
trojeiper  of  S.G.  Warburg  &  Co.  likes 
if  company.  Last  year  PMS  earned  48 
sup  its  a  share.  Greiper  estimates  1993 
aft  nings  will  be  up  46%,  to  70  cents. 
\   's  looking  for  a  further  31%  gain  in 
U  ?4,  to  92  cents  a  share.  Greiper  says 
i  >'  rapid  growth  makes  it  a  buy  even 
18.5  times  next  year's  anticipated 
nings.  He  expects  the  stock  to  reach 
—a  53%  gain  from  current  levels — 


the  end  of  1994. 


Travel 
Marketing 
Quiz 

Q:  Where  can  your  ads  reach  people  who  travel  to  places 
that  are  sunny,  snowy,  historic,  trendy,  relaxing,  adven° 
turous,  secluded,  lively,  fun,  romantic  and  beautiful? 

A:  FORBES  FYl's  Hot  &  Cool  Places  to  Go. 

This  exciting  new  direct-response  travel  section  is 
a  great  way  to  generate  quality  responses  from  FORBES 
readers:  active  travelers  who  are  constantly  seeking  out 
new  places  —  and  new  ways  to  get  there. 


FYI  Date:  November  22,  1993 

*    2     For  details,  call  Linda  Loren 
\  ^\^f  at  (212)  620-2440.  Fax:  (212)  620-2472. 
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1-800-888-9896 

Call 

FORBES  SUBSCRIBER 
SERVICE 

To  Change  Your  Address  Or 
Order  A  New  Subscription 
(Allow  4-6  weeks  for  Address  Change. 
Please  quote  subscriber  number  on  address 
label  of  magazine.) 

or ... 

mail  this  coupon 
with  current  address  label. 


Name . 


New  Address . 


City. 


State . 


Zip . 


JB9X41 


NEW  SUBSCRIPTION 

□  1  Year  (27  issues)  $54 
□  3  Years  (81  issues)  $108 
In  Canada,  1  year  $95  Can. 
International,  add  $71  to  U.S.  annual  rate. 

Forbes 

P.O.  Box  10048 
Des  Moines,  IA  50340-0048 
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Sa>*  War 
ltd  Involve 
lok  World' 


|  Baker  Affirms  Jai 
AsFinalPmloutl 

i  To  Avert  a  War  in 


If  you  like  the  Trib 

when  you're 
travelling,  why  not 
get  it  at  home? 

Now  the  International  Herald 
Tribune  offers  same  clay 
delivery  in  many  U.S.  cities. 

For  your  dady  international 
briefing  -  with  features  on 
travel,  fashion,  global 
investing  and  much,  much 
more,  call  us  toll  free: 

1-800-882-2884 
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Now  Available  in  Leading  Bookstores 


Introduce 


Just  Published!  The  brand-new 
1993  edition  of  Forbes 
MediaGuide  500.  The 
Forbes  MediaGuide  500 
gives  you  critical,  unbiased 
reviews  of  the  nation's  top 
500  journalists.  You'll 
get  an  overview  of  the 
year's  major  stories,  a 
detailed  review  of  the 
best  stories  and 
columns  of  1992 
along  with 
comprehensive 
ratings  of  the 
leading  journalists 
in  Business, 
Commentary, 
Foreign,  National 
Security, 
Science/Health/ 
Environment, 
Society  and 
Politics. 
The  Forbes 

MediaGuide  500  -  it's 
a  great  way  to  get  a  better 
handle  on  today's  fast  moving  media  world 


Get  the  Scoop  on 
the  Nation's  Top  500 
Journalists 


Only  $19.95.  Or,  for  a  limited  time,  you  can  receive  your  own  copy  FREE,  when  you 
subscribe  to  the  all  new  MediaGuide  Quarterly.  For  more  info  call  1-800-825-0061. 
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ie  more  things  change . . ." 
)  years  ago  in  Forbes 

3M  THE  ISSUE  OF  JUNE  9,  1923 ) 

lie  running  of  the  affairs  of  a 
ion  has  become  akin  to  running  a 
;e  business.  Enlightened  citizens 
he  U.S.  and  elsewhere  are  placing 
>ower  not  politicians  but  practical 
iness  leaders  accustomed  to  wres- 
g  w  ith  large  economic,  financial, 
ustrial  or  commercial  matters.  The 
nbers  of  our  own  cabinet  who 
e  made  the  greatest  mark  in  the 
>ent  administration  are  those  who 
attained  distinction  in  business  or 
nee. .  .  ." 

survey  of  the  labor  situation  in  the 
1.  by  the  National  Industrial  Con- 
nce  Board,  covering  2,263  plants 
cloying  874,182  wage  earners, 
wed  places  unfilled  for  28,389 
;e  earners,  indicating  a  shortage  of 
Yo  in  these  plants." 


ra  radio-broadcast  in  1923. 


1  years  ago 

)M  THE  ISSUE  OF  JUNE  1,1933) 

leerful  news  is  again  popular. 
:  so  long  ago  it  was  common  for 
writer  to  receive  letters  denounc- 
him  for  publishing  facts  and  fig- 
;  about  enterprises  which  were 
ig  relatively  well.  ...  All  this  has 
figed.  From  all  quarters  now  vol- 
irily  come  telegrams,  letters,  cir- 
rs,  reports  describing  gains  in  out- 
and  sales." 

;saw  puzzles  are  dying;  but 
|dly  taking  up  the  slack  in  the 
e  market  is  a  boom  in  roller 
es.  Though  it  is  just  now  making 
tfTelt,  factories  already  are  work- 


ing 24  hours  a  day  and  department 
stores  are  reporting  'unprecedented 
demand.'  " 


A 1943  Forbes  cover 
on  the  rapidly  changing 
rubber  industry. 


"Production  for  the  next  several 
weeks  will  tend  to  level  off  while  wpb 
[War  Production  Board]  goes 
through  a  change-over  in  scheduling 
war  materiel  to  fit  the  shifts  in  demand 
by  our  military  forces.  A  number  of 
war  plants  almost  completed  already 
are  'obsolete,'  and  work  on  some 
under  contract  will  be  stopped." 

"The  anthracite  industry  is  blasting 
its  way  to  the  strongest  position  in  its 
history.  After  facing  strenuous  com- 
petition from  fuel  oil,  the  now-critical 
oil  situation  is  giving  coal  producers 
an  opportunity  to  dig  into  rich  new 
fields  of  consumers  who  are  convert- 
ing back  to  coal  from  both  oil  and 
other  fuels." 

25  years  ago 

(From  the  issue  of  June  1,  1968) 
"In  even  the  most  advanced  coun 
tries  of  Europe  the  cost  of  labor, 
everything  included,  is  maybe  half  as 
much  as  in  the  U.S.  So  you  think  they 
can  really  outsmart  the  Americans 
with  that  low-cost  labor.  But  it  isn't 
so — because  of  their  system.  They 


simply  engage  far  more  bodies  than 
we  do  in  this  country.  You  just  have  to 
w  alk  into  any  European  company,  and 
on  ever)'  floor  you'll  find  a  couple  of 
flunkies  in  uniform  who  ask  you  to  fill 
out  forms  and  showyou  where  to  go." 
-Dow  Chemical's  Zoltan  Merzei 

"Of  the  U.S.  watch  industry's  eight 
major  companies,  only  three — U.S. 
Time,  Hamilton  and  Bulova — still 
manufacture  in  the  U.S.  at  all.  Elgin, 
Gruen  and  Benrus  manufacture  either 
in  Switzerland,  the  Virgin  Islands  or 
both,  while  Waltham  and  Longines- 
Wittnauer  have  long  been,  in  effect, 
distributors  for  watches  produced  in 
Switzerland  and  elsewhere  in  the 
world." 


Broad-banded  watch,  as  mod  as  a  mini- 
skirt, boosted  watch  sales. 


10  years  ago 

(From  the  issue  of  June  6, 1983) 
"The  pocketa-pocketa  of  the  diesel 
engine  will  be  heard  less  in  the  land. 
Sales  of  diesel  automobiles  skidded 
48%  in  the  first  half  of  the  1983  model 
year  (through  Mar.  31 ).  Steady  gaso- 
line prices,  high  price  tags  and  con- 
sumer disenchantment  seem  the  likely 
reasons." 

"Radio  paging  is  becoming  a  busi- 
ness with  a  capital  beep.  In  1969  there 
were  only  32,500  radio-controlled 
beepers  in  use.  By  1979,  800,000 
such  units  were  at  work,  with  sales 
reaching  $300  million  that  year." 

"When  you  buy  shares  in  a  mutual 
fund,  you  are  buying  the  judgment  of 
the  manager  running  the  portfolio. 
Ten -year  track  records  are  well  and 
good,  but  not  if  the  clever  fellow  who 
bought  and  sold  the  stocks  is  now 
lazing  on  a  beach."  M 


50  years  ago 

(From  the  issue  of  June  1, 1943) 
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At  the  very  moment  President 
Johnson  announced  meaningful 
new  [Vietnam] peace  efforts 
and  his  own  unavailability 
for  another  term,  people 
believed  they  had  been  eye- 
ear  witnesses  to  an  historic 
event.  The  immediate 
reactions  were  more  emotional 
than  analytical.  Tl)e  stock 
market  soared.  Political 
viciousness  lessened 
overnight.  Peace  looked 
not  only  possible,  but 
probable.  Now,  from  the 
perspective  of  a  month 
later,  can  reasoning  tnen 
reasonably  conclude  that 
these  initial  reactions, 
this  surging  optimism,  were 
justified? 
I  think  so. 

-Malcolm  Forbes 


A  Text... 

Wisdom  is  the  principal 
thing;  therefore  get 
wisdom:  and  with  all  thy 
getting  get  understanding. 
Exalt  her,  and  she  shall 
promote  thee:  she  shall 
bring  thee  to  honour,  when 
thou  dost  embrace  her. 
-Proverbs  4:7-8 


Sent  in  by  Charlotte  Davenport, 
Troutville,  Va.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


In  nature  there  are  neither 
rewards  nor  punishments; 
there  are  consequences. 
-Robert  Ingersoll 

God,  I  can  push  the 

grass  apart 
And  lay  mv  finger 

on  Thy  heart! 

-Edna  St.  Vincent  Millay 

Nature  is  a  hanging  judge. 

-Anonymous 

The  three  great  elemental 
sounds  in  nature  are  the 
sound  of  rain,  the  sound  of 
wind  in  a  primeval  wood, 
and  the  sound  of  outer 
ocean  on  a  beach. 
-Henry  Beston 

We  talk  of  our  mastery  of 
nature,  w  hich  sounds  very 
grand;  but  the  fact  is  we 
respectfully  adapt  ourselves, 
first,  to  her  ways. 
-Clarence  Day 


The  cult  of  nature  is  a  form 
of  patronage  by  people  who  have 
declared  their  materialistic 
independence  from  nature 
and  do  not  have  to  struggle 
with  nature  every  day  of 
their  lives. 
-Brooks  Atkinson 

Nature  is  reckless  of  the 
individual.  When  she  has 
points  to  carry,  she 
carries  them. 
-Ralph  Waldo  Emerson 

Nature  often  lets  us  down 
when  we  most  need  her;  let 
us  turn  to  art. 

-Baltasar  Grecian 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $59.50  ($23.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $23.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines.  IA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


Modern  nature-worship  is 
all  upside  down.  Trees  and 
fields  ought  to  be  ordinary 
things;  terraces  and  temples 
ought  to  be  extraordinary. 
I  am  on  the  side  of  the  man 
who  lives  in  the  country  and 
wants  to  go  to  London. 
-G.K.  Chesterton 

"Sail!"  quoth  the  king; 
"Hold!"  saith  the  wind. 

-English  proverb 

The  trash  and  litter  of 
nature  disappears  into 
the  ground  with  the 
passing  of  each  year, 
but  man's  litter  has 
more  permanence. 
-John  Steinbeck 

Nature  is  a  labyrinth  in 
which  the  very  haste  you 
move  with  will  make  you 
lose  your  way. 
-Francis  Bacon 

There  is  no  forgiveness 
in  nature. 

-Ugo  Betti 

To  see  a  World  in  a 

Grain  of  Sand 
And  a  heaven  in  a 

Wild  Flower, 
Hold  Infinity  in  the 

palm  of  your  hand 
And  Eternity 

in  an  hour. 
-William  Blake 

Nature  is  full  of  infinite 
.causes  that  have  never 
occurred  in  experience. 

-Leonardo  da  Vinci 

Nature  always  favors 
the  hidden  flaw. 
-Murphy's  Third  Law 

Nature  takes  no  account  of 
even  the  most  reasonable 
of  human  excuses. 
-Joseph  WoOd  Krutch 
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YOU 

ARE 

HERE 


THE  DATA  YOU 
NEED  IS 


HERE  HERE  HE 


No  Problem.  AT&T  InterSpan"  Frame  Relay 
Service  links  all  your  locations  and  all  your 
people  to  all  the  information  they  need. 

If  you're  going  to  outperform  the  competition 
these  days,  you've  got  to  have  your  information  in  the 
right  place  at  the  right  time.  AT&T  InterSpan  Frame 
Relay  Service  handles  high-speed  information  going 
to  many  locations,  quickly  reliably  and  economically 

Whatever  you're  doing,  from  distributed 
order  and  information  processing  to  multimedia  and 
image  transfer,  InterSpan  Frame  Relay  Service  can 
improve  your  productivity  and  help  you  service  your 
customers  better. 

And  because  i  me  size  does  not  fit  all,  we  work 


with  you  to  design  the  exact  frame  relay  solution  for 
your  particular  business  needs. 

InterSpan  Frame  Relay  Service  is  backed  by  a 
dedicated  staff,  the  expertise  of  AT&T  Bell  Labora- 
tories and  the  global  support  for  internetworking 
domestic  and  international  applications.  And  since  it 
works  with  multiple  protocols  and  different  vendors' 
equipment,  it  allows  you  to  protect  your  existing 
investment. 

It's  all  part  of  the  I-nterSpan  Data  Communica- 
tions Services  family  of  high-quality,  innovative  data 
connectivity  solutions  designed  to  make  it  easier  to 
link  people,  locations  and  information. 

To  find  out  more,  call  your  AT&T  Account 
Executive  or  1  800  247-1212,  Ext  621. 


AT&T 

The  right  choice. 


Are  your  PCs  holding  you  back? 


Our  motto. 


Surprisingly,  over  80%  of  PCs  in  American  industry  are 
^operating  at  a  fraction  of  their  capacity.  They're 
erforming  just  one  task  at  a  time;  requiring  users  to  work 
i  an  unnatural  fashion. 

And  that  means  the  workers  using  them  are  operating 
:  less  than  their  peak  productivity.  These  days,  American 
usiness  can't  afford  that. 

While  other  software  companies 
we  decided  the  solution  is  to  change 
ie  way  60  million  users  work,  we 
arted  from  the  premise  that  a 
Toductivity  increase'  that  required  a 
.ajor  investment  of  time  and  money  was  an  oxymoron. 
|  For  instance,  DESQview,  our  multitasking  windowing 
ivironment  allows  users  to  run  several  of  their  favorite 
programs  side-by-side,  saving 
time  and  making  the  process  of 
working  more  natural  and  fluid. 

I Microsoft  Windows  does  many 
of  the  same  things,  but  it  does  so 
j^^^^SSi   by  putting  an  enormous  burden 
on  the  computer  itself.  Many 
gBBSfiSj    users  are  forced  to  replace  most 
'   of  their  hardware  and  much  of 
their  software  just  to  use  it. 
That's  clearly  counter-produc- 
tive. Seriously.  How  many 
nutes  a  year  would  a  user  need  to  save  to  pay  back  an 
'estment  of  $1,500  -$2,200  in  new  hardware  and  software? 


DESQview  sells  for  under  $200  and  pays  for  itself  quickly. 

Memory  limits  are  another  weakness  in  many  PCs. 
QEMM-386  makes  virtually  all  the  computer's  memory 
available  to  productivity  programs  while  allowing  room 
for  network  software,  TSRs 
and  new  utilities  like  CD- 
ROM  drivers.  Microsoft  DOS 
5  does  some  of  the  same 


ANALYST'S  CHOICE 

Li  N 

Kl>r«  IRS 

CHOICE 

THE  PC/COMPUTING 

mm 

Bill  PC  PRODUCTS 

■  mam  mwjmki 

INFO 
WORLD 

■  ■  ■ 

w 

100 

ICATIGORV 

WINNER 

A 

EVTEEVTEEVTE 

1 1  1 1 1  —ii  ijtin:Kiiii^w  ti-:'.=omm 
IKMKU^BB  in=' 4iw «<:'«>: 4  ftvt^^^b 
n:(«iid.<Ha  rxTrmw^^m  m.vTnavm^ 

QEMM  has  won  more  awards  than 
all  other  memory  managers 
put  together. 


DESQ 

view 


WESQvieiv  multitasks  and 
I  indows  programs  on  the  PC: 
■  \phics  or  text,  DOS  or  Micro 
!  ift  VJindoivs— side-by-side. 


things,  but  less  effectively. 

Our  QEMM  works  with 
and  improves  MS-Windows 
and  every  DOS  from  3.0  to 
5.0.  It's  the  best  selling 
software  utility  in  the  world. 

Our  new  DESQview/ X 
smoothly  brings  PCs  togeth- 
er with  high-end  workstations  under  the  X-Windows 
standard.  You  can  stop  using  PCs  to  do  things  they're  not 
good  at.  Choose  the  best  computer  for  each  task  and  run  it 
from  your  own  PC. 

We  think  our  approach 
is  more  sensible.  Millions 
of  users  apparently  do  too. 
We  simply  add  produc- 
tivity to  the  computers 
you  already  have.  Perhaps 
you  should  look  into 
Quarterdeck  products  for 
your  company's  PCs. 


DESQvieiv/X  is  a  new  breakthrough  that 
allows  computers  throughout  your 
enterprise  to  ivork  together  smoothly. 


I'AOOlMrl.T.iul.OltlU-S.M.Tllv  I'C 


i|  tlu'ir  risfxvlivrinvin'rs 


For  more  information,  contact  Quarterdeck  at  (800)  582-7486,  Ext.  7F1.  Or  see  your  software  dealer: 
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"Over  so  BJ's  Wholesale  Clubs. 
Ouer  10  million  transactions 
per  Club  per  near, 
iminn? 


"That's  a  tremendous  amount  of  data 
that  has  to  be  communicated  both 
within  each  Club  and  between  the 
Clubs  and  our  home  office.  Digital  is 
the  hub  of  the  information  system  that 
keeps  the  communication  going. 
BJ's  offers  national  name-brand  food 
and  general  merchandise  at  everyday 
low  prices  to  more  than  2.5  million  mem- 
bers. We're  in  a  very  competitive  busi- 
ness, and  without  the  right  information  at 
the  right  time,  we  can't  be  successful. 
It's  not  just  merchandise  transactions  but 
membership  files,  credit  authorization  and 
updating  of  inventory  files.  Digital  is  the 
information  conduit  that  keeps  us  on  track. 
We  use  equipment  from  different  vendors, 
and  we  depend  on  Digital  to  make  it  all 
work  together.  And  work  reliably. 
Digital's  not  just  a  supplier.  Over  the 
years,  they've  become  a  real  strategic 
business  partner.  We  rely  on  them  for 
network  management,  software 
development  and  consulting.  They've 
always  been  flexible  in  working  with  us 
and  helping  us  meet  our  business  goals. 
Lots  of  clubs,  lots  of  members,  lots  of 
transactions.  It's  not  easy,  but  we  make  it 
work.  With  lots  of  help  from  Digital." 
Find  out  how  Digital's  retail  solutions  w 
can  heip  your  business. 
Call  1-800-332-4636,  ext.  92.  \ 

PUTTING  IMAGINATi^^O  WORK 


High  performance 


The  drive  to  succeed. 


What  drives  your  business  forward?  Meeting  your  marketing  objectives?  Increa 
your  competitive  edge?  Delivering  innovative  products?  It's  probably  all  of  these 
more.  And  that's  where  SAP  software  can  help. 

We  build  software  that  can  power  your  drive  for  success.  In  fact,  SAP  softw 
is  already  doing  that  in  nine  of  the  top  ten  Fortune  500  companies.  That's  becaue 
the  R/2  and  R/3  Systems  are  ready-to-run,  integrated  solutions  for  today's 
business-critical  problems.  And,  they  deliver  high-level  performance  in  bo 
mainframe  and  open,  client/server  environments.  Add  in  support  for  multinatior 
currency,  language  and  legal  requirements,  and  it's  easier  than  ever  for  offices  fr 
Paris,  France  to  Paris,  Texas  to  work  together. 

So  why  not  make  the  most  of  your  drive  to 
succeed?  Call  1-800- USA-  1SAP  You'll  find  out 
how  we  can  help  keep  your  business  on  track- no 
matter  what's  around  the  bend.  Integrated  software.  World* 


See  you  at  our  Software 
Symposium,  6/10  in  New  York. 
Call  for  details. 


Editor's  Letter 


By  Rich  Karlgaard 


Fast  Forward 
Forever 


lanned  economies  never  produce 
;the  expected  results  because,  among 
[other  reasons,  they  fail  to  account  for 
ailure — the  hidden  strength  of  free 
arkets. 

Failure  produces  information.  Fail- 
e  is  the  R&D  of  market  capitalism. 
om  peters,  who  joins  Forbes  ASAP  as 
columnist,  hit  upon  this  crucial 
sight  in  his  bestseller  of  1 1  years  ago, 
n  Search  of  Excellence.  Peters  noticed 
ow  excellent  companies  had  learned 
o  rapid-prototype — that  is,  build 
essy  prototypes  of  products  as  fast  as 
ossible,  then  subject  the  prototypes  to 
imulated  market  conditions,  again  as 
ast  as  possible.  The  point  is  to  uncov- 
r  fatal  flaws  before  unhappy  cus- 
omers  do  it  for  you.  Failure  of  this 
ort  produces  the  best  kind  of  informa- 
ion.  It  sets  the  foundation  for  success. 

Rapid  prototyping  is  now  making 
ts  way  to  information  systems, 
eports  David  freedman  in  "Fannie 
ae's  Fast  Footwork"  on  page  31.  You 
ght  not  expect  it,  but  Fannie  Mae  is 
mshing  the  information  technology 
nvelope,  with  impressive  results. 

PoMETiMES,  near  failure  is  enough. 
Vhen  Larry  Ellison  started  Oracle 
Corp.  in  1977,  he  figured  that  the 
fjltiggest  risk  his  young  database  compa- 
ny faced  was  not  growing  as  fast  as  it 
ould.  Likewise,  Compaq  Computer 
Igured  customers  would  always  pay  a 
remium  for  the  best-engineered  PCs. 
fter  enjoying  spectacular  growth  dur- 
lg  the  1980s,  both  companies  stag- 
^red  in  the  early  '90s.  What  went 
rrong?  How  were  problems  confront- 
ed and  fixed?  Where  are  the  companies 
Ding  now?  We  let  Ellison  and  Com- 


Technology  races 
ahead  toward  a 
vanishing  point  of 
infinite  power  and  zero 
cost  What  does  this 
meanl  Products  will 
succeed  or  fail  in  the 
marketplace  faster  than 
ever  before-,  companies 
will  rise  or  fall  in  the 
blink  of  an  eye. 


paq's  eckhard  pfeiffer  tell  you  in 
their  own  words.  You'll  find  their 
observations  candid  and  insightful. 

But  why  write  about  failure  at  all? 

Without  a  doubt,  the  world  of 
enterprise  today  has  gone  into  hyper- 
speed — a  permanent  state,  thanks  to 
information  technology.  This  revolu- 
tion is  unlike  any  in  history,  because 
information  technology  exists  in  the 
boundless  realm  of  quantum  physics. 
Microprocessors  double  in  price-perfor- 
mance every  18  months,  then  sudden- 
ly every  12  months — and  who  knows 
what's  ahead?  Instead  of  reaching  a 
point  of  diminishing  returns,  products 
of  the  Information  Age  race  ahead 
toward  a  vanishing  point  of  infinite 
power  and  zero  cost.  We  barely  com- 
prehend the  implications  of  this,  but 
one  thing  is  for  sure:  Products  will 
succeed  or  fail  in  the  marketplace 
faster  than  ever  before;  companies  wdl 


Aftei  you  read  ASAP,  tell  us  what  you  chink  Fax  us 
at  415-637-1987  or  reach  me  on  MCI  Mail:  509-6930 
/Corporate  reengmeers.  tell  us  vour  success  stories.} 


rise  or  fall  in  the  blink  of  an  eye. 

And  so  everyone  will  encounter 
success — and  failure — faster  than 
before.  Our  advice:  Get  used  to  it.  In 
Forbes  ASAP,  you'll  learn  the  lessons  of 
how  companies  and  people  are  har- 
nessing this  incredible  technology-dri- 
ven change  to  their  advantage.  We 
urge  you  to  go  out  and  do  likewise, 
knowing  that  small  failures  will  come 
your  way  if  you  move  forward.  Cata- 
strophic failure  awaits  if  you  don't. 

The  best  clue  about  where  informa- 
tion technology  is  today  can  be 
summed  up  by  this  astonishing  fact: 
Cisco  Systems,  the  network  router 
company,  has  a  market  value  compara- 
ble to  Digital  Equipment  Corp's. 

While  pundits  write  endlessly  about 
multimedia  and  other  promising  digital 
exotica,  the  networking  revolution  has 
happened  right  under  our  noses.  Today, 
some  two-thirds  of  America's  personal 
computers  are  networked,  up  from  just 
seven  percent  four  years  ago.  Subscrip- 
tions to  electronic  mad  grow  at  a  rate 
of  150  percent  a  year.  America  is  laying 
in  network  gear  at  a  fabulous  clip,  and 
that's  good  news  for  the  American 
economy,  as  George  Gilder  tells  us  in 
"The  Issaquah  Miracle"  on  page  1 14.  It 
wouldn't  be  a  Gdder  story  if  he  didn't 
predict  the  future  of  networks.  He 
does,  and  his  forecast  may  surprise  you. 

Then  there's  networking  at  the 
practical,  how-to  level.  David  Strom, 
former  editor  of  Network  Computing, 
joins  us  (page  44)  with  small  business 
advisories.  If  you  haven't  linked  your 
computers  together  and  enjoyed  the 
productivity  gains  therein,  Strom's  col- 
umn will  be  money  in  the  bank. 
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Great  pieces  don't  always  make  a  masterpiece. 


Consider  the  landscape  of  your 
business.  Your  strategy  may  be 
inspired.  Your  technology  cutting 
edge.  Your  people  top  notch. 

But  unless  all  these  elements 


share  a  common  perspective,  the 
result  will  almost  certainly  be  less 
than  beautiful. 

Andersen  Consulting  has  the 
experience  and  discipline  to  stand 


back  and  see  the  whole  pict 
By  taking  a  wider  view,  w 
help  synchronize  your  busin 
processes  with  your  busines 
strategy.  We  can  help  integr 


rur  technological  resources  with 
Ur  human  resources.  Thereby 
abling  technology  to  move  the 
tire  enterprise  forward. 
Over  half  of  the  Fortune  500  " 


are  already  using  our  panoramic 
approach.  Because  they  realize 
what  artists  have  always  known. 

It  takes  more  than  great  pieces 
to  make  a  masterpiece. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S  C. 


Letters  To  ASAP 


What  Defection? 

Re:  "The  Great  Patent  Plague"  (Mar. 
29,  1993).  To  the  contrary,  the  law 
firm  of  Fish  &  Neave  has  not  been 
"wrecked  by  partner  defections."  Since 
the  firm  was  founded  in  1878,  no  part- 
ner has  "defected."  At  the  turn  of  the 
century  one  of  our  founders,  Frederick 
Fish,  left  temporarily  to  become  presi- 
dent of  AT&T,  but  he  returned  to  the 
firm  when  his  term  there  was  finished. 

As  a  leading  firm  specializing  in 
intellectual  property  law,  we  have  dou- 
bled in  size  since  the  mid-1980s  to  120 
lawyers.  Among  the  litigation  referred 
to  in  the  article,  Fish  &  Neave  repre- 
sented Polaroid  against  Kodak  and  rep- 
resents Cyrix  against  Intel. 
Lars  I.  Kulleseid 
Managing  Partner 
Fish  &  Neave 
New  York,  N.Y. 

We  deeply  regret  the  error. — Ed. 

Kudos 

Your  latest  ASAP  fascinated  me  in  two 
ways:  (a)  very  credible  information  and 
(b)  it  addressed  the  main  issue  we 
believe  confronts  American  businesses 
today — that  is,  increasing  the  value  of 
technology  through  better  processes. 
Please  continue. 
James  J.  Rafferty 
Price  Waterhouse 
New  York,  N.Y. 

ASAP  is,  to  use  Bill  Gates'  words, 
"neat."  There  is  incredible  insight  pre- 


sented in  a  well-thought-out,  easy-to- 
read  and  understandable  manner.  I 
have  nothing  but  compliments  and 
will  now  subscribe  to  Forbes  because 
of  it. 

Dennis  Harrison 

AT&T 

Basking  Ridge,  N.J. 

ASAP  is  great!  It  really  pushes  me  with 
my  company,  my  kids  and  mostly 
myself.  Keep  scaring  me  into  action. 

After  reading  the  interview  with 
Tom  Peters  and  the  profile  of  Peter 
Drucker,  I  came  to  this  conclusion:  If  I 
wanted  an  entertaining  lunch  guest,  it 
would  be  Tom.  If  I  had  a  real  world 
corporate  problem  to  deal  with,  Peter 
in  a  heartbeat. 
Kim  Kenyon 
President 

Pettit  Fine  Furniture 
Sarasota  Fla. 

Future  Shocked 

I  deeply  resent  the  obscene,  profane 
language  use  by  Tom  Peters.  For  a  man 
of  his  intelligence  to  stoop  to  this  level 
is  without  excuse.  You  should  be  sub- 
ject to  censor  for  publishing  it.  Is  there 
no  decency  left  among  us? 
R.  H.  Spencer 
Fern  Park,  Fla. 

Wired  for  More 

As  a  subscriber  to  Forbes  (and  thus  to 
ASAP)  I  have  just  finished  reading 
George  Gilder's  article,  "The  New 
Rules  of  Wireless."  Terrific!  It  goes  far 
beyond  the  superficial  gloss  that  is  so 
typical  of  articles  tackling  big  issues 
like  this  one.  It  contains  lots  of 
thought-provoking  information.  I  am 
involved  with  a  startup  wireless  data 
networking  company,  so  the  article  is 
directly  relevant  to  my  business  con- 
cerns. Keep  articles  coming  from  peo- 
ple who  have  a  strong  point  of  view — 
articles  that  can  start  readers  thinking 
about  where  the  action  really  will  be 
in  the  next  20  years. 
Mark  Dukas 
Piedmont,  Calif. 

How  ASAP  Readers  Profit  from 
Technology 

Our  network  fax/modem  has  helped 
our  company  tremendously.  This  won- 


derful tool  cuts  a  tremendous  amoum 
of  time  in  printing  and  loading  the  fa> 
with  documents.  Its  ability  to  schedule 
faxes  to  different  groups,  at  various 
times,  keeps  our  company  communi 
eating  with  customers  regularly. 
Gary  Crane 

Duffield  Electric  Boat  Co. 
Costa  Mesa,  Calif. 

In  order  to  make  our  company  ai 
"intelligent  organization,"  we  hav< 
connected  our  people  with  36  comput 
ers.  All  of  our  operations  are  coordinat 
ed  by  a  central  server  we  call  OZ.  W< 
use  this  system  to  learn  and  ston 
everything  we  can,  from  our  daib 
work,  our  panel  of  scientists  an< 
Forbes  ASAPl  You'd  be  amazed  at  hov 
much  communication  flows  over  ou 
network  and  what  valuable  lessons  w< 
learn. 

Jim  Vardaman 

James  M.  Vardaman  &  Co. 

Jackson,  Miss. 

I  use  ClarisCAD,  Excel  and  Quicken  oi 
a  MacIIsi  with  a  21 -inch  screen,  a  laset 
writer,  a  fax  machine,  a  telephone  an< 
a  modem.  I  am  80  years  old  with 
BSME  from  Cornell  and  an  excitin 
career  in  product  design,  all  the  wa) 
from  engine  starter  drives  to  je 
engines.  I  created  a  manufacturin 
business  and  sold  it  after  25  years. 

Guess  what?  I'm  at  it  again.  On!) 
this  time  I  have  the  facility  to  d 
everything  without  turning  it  over  tl 
someone  else.  Thanks  to  the  technolc 
gy  revolution,  I  can  do  product  desigi 
get  quotes  in  minutes  from  all  over  tf 
country,  place  orders  for  parts,  ari 
make  my  own  business  forms  an 
advertising  copy,  all  for  a  manufactu 
ing  business  in  a  niche  market — sellir 
to  the  major  railroads  no  less.  Persona 
by,  I'm  busier  than  ever. 
Tom  Martin,  Sr. 
Vancouver,  Wash. 

P.S.  Forbes  ASAP  is  the  most  excitii 
thing  I  have  read  in  many  a  year, 
hope  you  do  more  of  it.  Please  don't  I 
it  become  a  routine  thing  so  that  pe 
pie  know  what  to  expect  from  it. 

Readers,  tell  us  what  you  think  about  Forbes  ASAP.  Or 
us  how  you  profit  from  technology.  Or  both!  Fax  us  at  4 
637-1987  or  E-mail  us  at  MCI:  509-6930. 
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The  execution  was  innovati 


We  started  by  researching  the  productivity  needs  of  the  business 
community'.  The  results  were  innovative  technologies  which  ful- 
filled those  needs.  Our  efforts  were  focused  on  improvements  to  exist- 
ing business  products,  and  then  progressed  to  our  creating  entirely  new 
product  categories  as  well.  This  is  why  today  Canon  is  the  number  one 
business  choice  for  copiers,  color  copiers  and  plain  paper  facsimiles. 

One  of  the  earliest  problems  our  research  and  development 
engineers  tackled  was  the  need  for  businesses  to  have  better  looking 
s.  As  a  company  with  a  long  history  of  expertise  in  optics, 
it  came  as  no  surprise  that 
our  research  team  developed 
new  ways  to  insure  unsur- 
passed copy  quality. 
The  New 


Our  engineers  didn't  stop  with  just  improving  high-volume  cc 


he  Canon  F AX-L775.  It's  everything  you've  come  to 
expect  from  Canon.  A  plain  paper  fax  with  superior 
imaging  technologies  for  unmatched  text  and  graphic  reproduc- 
tion, and  higher-volume  productivity. 

Process  (NP)  system,  incorporating  our  Toner  Projection  Development 
System,  was  one  of  the  first  steps  in  creating  our  innovative  NP  line  of 
copiers  to  provide  crisp,  clear  copies.  The  next  goal  was  to  insure  that 
our  high-volume  copying  systems  were  reliable,  efficient  and  easy  to 
use,  too.  A  goal  that  has  been  perfected  in  The  Corporate  Line  of  high- 
volume  NP  Copiers. 

To  ensure  The  Corporate  Line  copiers  stay  up  and  running,  we 
utilize  our  patented  Amorphous  Silicon  Drum.  This  Canon  innovation 
can  last  more  than  twice  as  long  as  conventional  drums,  based  on 
copy  volume,  so  scheduled  maintenance  goes  down.  And  since  produc- 
tivity is  as  important  as  reliability,  The  Corporate  Line  has  incredibly 
fast  first  copy  speeds  so  short  runs  are  more  efficient,  and  offers  the 
industry's  largest  paper  capacities,  so  users  will  spend  less  time  copy- 
ing and  more  time  working.  You'll  find  all  these  innovations  in  The 
Corporate  Line,  featuring  the  NP  6060  and  the  NP  9800.  We're  com- 
mitted to  making  The  Corporate  Line  the  best  high-volume  copiers  on 
the  market.  And  it's  breakthroughs  like  these  which  have  helped  make 
i  i  on  copiers  the  number  one  choice  for  the  last  eleven  years. 


systems,  they  also 
improved  our  best- 
selling  line  of  personal 
copiers.  For 
years  Canon 


T 


he  Canon  PC  I  SO  personal  copier.  The  PC 
the  PC )  ]0L  for  copying  up  to  legal-sty)  ft 
our  most  advanced  single-cartridge  system,  requires  no 
time  and  can  even  turn  itself  off  when  you  forget  to. 


recognized  the 
growing  number 
of  people  working  in 
their  home  offices  or  small  businesses.  These  people  had  very  unkj 
needs.  They  needed  high-quality',  low-volume  copiers  that  were 
extremely  reliable,  easy  to  use  and  compact  in  size.  The  break 
invention  was  the  patented  Canon  single-cartridge  system.  In  this 
our  engineers  found  a  way  to  put  everything  that  could  run  out  or 
out  —  the  toner,  developer  unit  and  copier  drum  —  in  one  easy-tc 
cartridge.  This  single  innovation  made  Canon  personal  copiers  vii 
maintenance  free,  since  changing  a  cartridge  practically  gives  you 
new  copier.  But  of  course,  we  just  couldn't  leave  well  enough  aloni 
 ^       latest  300  scries  personal  copiers  incorpi 
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The  Canon  Color  Laser  Copier  550,  Our  premier 
Color  Laser  Copier,  with  such  convenient  feature! 
color  conversion,  manual  duplexing  and  more,  will  advance 


staikiirds  we  have  already  set  for  quality,  productivity  and  fhi 


T 


>e  that's  approximately  25  percent  smaller  and  makes  more  high- 
copies.  It's  the  reason  our  PC  300  series  line  of  personal  copiers 
er  and  lighter  than  ever  before.  And  the  reason  why  Canon  per- 
)piers  will  continue  to  be  the  number  one  brand  for  years  to  come, 
ith  the  growing  popularity  of  facsimile  machines  in  businesses 
e  country,  came  also  the  desire  to  send  and  receive  better  looking 
:es.  So  Canon  engineers  set  their  sights  on  raising  the  standards  for 
faxes,  too.  Our  R&D  experts  looked  at  various  innovations 
from  other  Canon  products  to  see  if  these  tech- 
nologies could  be  applied  to  new  fax  products. 
1  Combining  unrelated  breakthroughs,  such  as  the 
*  replaceable  cartridge  system  from  our  personal 

copiers,  and  laser  beam  printing  from  our  desktop 
printers,  we  created  the  foundation  for  our  Laser 
Class  plain  paper  facsimiles.  We  also 
invented  the  Canon  UHQ  fax  imaging 
technology,  which  markedly  improved 
image  transmission,  assuring  that  graphics,  text, 
and  photos  are  sent  with  more  depth  and  clari- 
ty than  ever  before.  What's  more,  our  Hyper- 
Smoothing  enhances  your  incoming  faxes,  so  even  poor  quality 
images  are  improved.  All  of  these  features  can  be  found  in  our 
latest  Canon  FAX-L775.  It  produces  among  the  highest  fax 


he  NP  6060  is  the  latest  addition  to  the  Corporate 
line  of  reliable,  high-productivity  copying  systems. 
Its  unmatched  paper  capacity  gives  it  the  power  to  produce  more 
copies  than  any  other  copier  in  its  class,  so  you  don't  have  to 
interrupt  large  copying  projects. 


image  resolutions 
possible  on  cut-sheet 
plain  paper.  The  FAX-L775,  just  another  reason  why  Canon  Fax 
machines  have  been  the  number-one-selling  plain  paper  facsimiles  for 
three  years  running. 

When  Canon  engineers  dedicated  themselves  to  bringing  high-quali- 
ty color  to  business,  color  copying  was  relatively  primitive.  Canon  Color 
Laser  Copiers  brought  color  copying  into  the  next  century,  by  produc- 
ing full-color  copies  with  picture-like  clarity  and  crisp,  black  text.  What's 
more,  they  used  our  Digital  Image  Processing  System  to  give  users  the 
ability  to  manipulate  images.  And  optional  accessories  were  developed 
which  can  connect  both  the  Color  Laser  Copier  350  and  550  to  virtually 
any  color  imaging  source  from  computers  to  video.  When  originally  intro- 
duced, Canon  Color  Laser  Copiers  became  the  number  one  color-copier 
choice,  setting  the  standard  by  which  all  other  color  copiers  are  judged. 

Canon's  technological  leadership.  It  started  with  a  thought  and 
turned  into  products  that  became  the  market  leaders.  We  call  these  the 
products  of  enlightened  thinking.  After  trying  them,  you'll  see  why  Canon 
is  the  number  one  source  for  office  automation.  For  more  information  call 
1-800-OK-CANON  (For  personal  copiers  1-8004321-HOP). 
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"It's  a  quality  desktop  replacement... 
most  powerful  portable  weVe  seen. 
One  of  the  lightest  units  in  the  entire  test  group." 

-  PC  Magazine,  Mar. '93 

"...in  our  battery  tests,  the  TI 4000  WinDX2/50 
achieved  a  magnificent  6  hours  and  24  minutes." 

-  Portable  Computing,  Apr.  /May  '93 

"TI  has  done  more  to  customize  and  optimize 
Windows  than  the  other  notebook  vendors." 

-  Windows  Magazine,  Feb.  '93 


TI  TravelMate  4000 
WinDX2/50 


Our 
Performance 

Is  Getting 
Rave  Reviews. 


As  well  it  should. 

For  starters,  the  TravelMatel 
4000  WinDX2™/50  notebook  computJ 
comes  with  a  486  DX2  50MHz  processtl 
for  increased  speed  and  performance! 

It's  specifically  designed  to  powi 
up  into  built-in  Windows  in  15  second! 

And  its  amazingly  long  batte  | 
life  is  made  possible  by  TI's  superh) 
power  management  system. 

For  more  information  about  til 
incredible,  lightweight,  award-winniil 
TravelMate  4000  notebooks,  simpj 

call  1-800-527-3500. 


TravelMate,  WmDX2  and  "Extendirig  Your  Reach  With  Innovation"  are  trademarks  ot  Texas  Instruments 
The  Intel  Inside  logo  is  a  trademark  ot  Intel  Corporation.  ©  1993  TI, 


EXTENDING     YOUR  REACH 
WITH  INNOVATION™ 


Texas 
Instruments 


TravelMate  WOO 

486  WmDX2/50  4 

S6WmDXmOCOL 

4  or  8MB  RAM  std. 

8MB  RAM  std. 

(20MB  max.) 

(20MB  max.) 

120  or 200MB  HDD 

200MB  HDD 

5.6  pounds 

6.3  pounds 

Battery  life  varies  according  to  model  and  use. 

Game  Plan 


By  Bill  Walsh 


How  to  Manage  Superstars 


ake  A  problem  commonly  faced  by 
paches  and  managers  in  football, 
iseball,  basketball  and  many  other 
>orts:  fitting  extremely  talented,  high- 
individualistic,  well-paid  stars  into 
e  fabric  of  a  team,  and  coming  up 
ith  a  management  style  that  works 
r  everybody.  Unique  to  sports? 
[link  about  it.  In  businesses  that 
:pend  on  stars — and  today's  fast, 
formation-driven  companies  are 
rely  such — the  ability  to  deal  with 
p  talent  and  strong  egos  may  be  the 
ost  important  you'll  develop. 
The  way  talented  individuals  are 
aged,  and  the  kind  of  approaches 
ded  to  keep  them  happy  and  pro- 
ctive,  have  changed  enormously  in 
ent  years.  Organizations  that  con- 
ue  to  depend  on  a  one-size-fits-all 
roach  to  personnel,  whether  in 
rts  or  business,  tend  to  lose  their 
performers  to  competitors  with  a 
>re  individualistic  outlook. 
It's  important  to  build  your  organi- 
i!  ion  so  that  no  one  is  forced  through 
mall  opening  to  prove  they  are  part 
the  team.  Dwight  Eisenhower,  for 
his  strategic  ingenuity,  should  be 
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n  businesses  that 
depend  on  stars — 
and  today's  fast, 
information-driven 
companies  are  surely 
such — the  ability  to 
deal  with  top  talent 
and  strong  egos  may  be 
the  most  important 
you'll  develop. 


admired  for  so  masterfully  melding 
volatile  superstars  like  George  Patton 
and  Bernard  Montgomery  into  a  func- 
tional alliance.  His  coup  at  making  a 
team  of  contentious  egocentrics  was 
certainly  among  the  most  difficult 
things  he  had  to  accomplish.  Sound 
familiar? 

In  order  to  work  well  with  excep- 
tional talents,  to  get  them  to  fit  in 
without  disrupting  the  balance  of  the 
group,  you  have  to  be  more  responsive 
to  everyone.  It's  your  job  to  educate 
your  people  about  how  the  organiza- 
tion works  and  where  each  person 
stands  in  the  scheme  of  things.  It  goes 
both  ways.  Take  time  to  educate  your 
superstars  to  appreciate  the  contribu- 
tions of  everyone  in  the  company. 

And  then  there's  money.  In  pro  sports, 
salaries  vary  as  widely  as  individual 
abilities.  One  senses  that  this  is  where 
business  is  heading  too,  when  CEOs  like 
Bill  Gates  wax  on  the  vital  importance 


of  superstar  programmers.  A  manager 
has  to  acknowledge  these  differences 
and  their  salary  impbcations.  You  can't 
pretend  they  don't  exist. 

When  problems  arise  talk  about  it 
directly.  You  might  have  to  give  a  lit- 
tle speech  about  the  situation,  even  at 
the  risk  of  spouting  a  few  cliches: 
"Ladies  and  gentlemen,  let's  hope  that 
at  some  point  there  is  equity  for  every- 
body. However,  this  organization 
doesn't  exist  to  make  sure  everything 
is  equitable,  but  to  meet  and  beat  the 
competition." 

Your  highly  paid  star  bombs?  Don't 
let  the  economics  of  a  bad  hire  cloud 
your  reasoning.  A  smart  manager  wor- 
ries more  about  fixing  the  problem 
than  about  disguising  it  to  save  face.  In 
sports  this  may  require  the  very  public 
benching  of  a  celebrity.  In  business  it 
may  mean  turning  over  some  of  the 
key  responsibilities  of  a  major  player 
to  someone  else,  possibly  someone 
lower  on  the  totem  pole.  Not  the  least 
of  a  manager's  diplomatic  tasks  is  to 
make  the  situation  clear  to  the  person 
taking  on  the  star's  responsibilities — 
covering  a  larger  sales  territory,  for 
instance,  or  assuming  the  direction  of 
an  important  R&D  project — while  the 
star  continues  to  make  more  money. 
Once  again,  there's  no  way  to  pretend 
that  this  is  fair,  but  you  can  pretty 
safely  predict  that  sooner  or  later  the 
situation  will  be  resolved  and  you'll  be 
able  to  give  credit  (and  compensation) 
where  it's  due. 

Which  is  why  not  even  superstars 
have  open-ended  contracts. 

Bill  Walsh  is  the  head  football  coach  at 
Stanford  University. 
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Give  Your  Company's 
Decision-Makers  The  Support  They  Need 
To  Make  Better  Decisions 


T 


he  right  information,  in  the  right  hands,  at  the  right  time  can  give 
your  company  the  edge  it  needs  to  survive,  the  competitive  edge  it  must 
have  to  succeed.  Metaphor's  Data  Interpretation  System  software  is 
the  decision  support  environment  that  truly  addresses  the  challenges  of 
company- wide  decision  making.  The  technology 
that  empowers  people  to  make  better  decisions. 
The  approach  that  unites  everyone  behind  your 
common  purpose.  All  backed  with  the  service 
you  can  stake  your  reputation  on.  For  more 
than  a  decade,  Metaphor  has  been  helping 
companies  add  tens  of  millions  to  their  bottom  line  — grow  their  sales, 
slash  their  costs,  understand  —  and  serve  —  their  markets  better.  We  want 
to  help  you,  too.  *)  To  find  out  more  about  how  a  decision  support 
system  can  work  for  you,  just  call  us  toll-free  at  1-800-346-3824.  Or  fax  us 
at  (415)  966-8282.    f]   Metaphor.  Everywhere  smart  decisions  are  made. 


FOR  YOUR  COPY 
OF  OUR  24-PAGE 
INFORMATIVE 
GUIDE  "MAKING 
BETTER  DECISIONS 
WHAT  TODAYS 
BUSINESS 
SHOULD  DEMAND  FROM  DECISION 
SUPPORT"  CALL  OR  FAX  US  TODAY 


METAPHOR 


I  199!  Metaphor  Int  METAPHOR  .1 a  registered  trademark  or  Metaphot  Inc  All  norm  reserved 


Bionomic  View 


By  Michael  Rothschild 


Coming  Soon: 
Internal  Markets 


i 


AST  fall,  Xerox  Corp.  CEO  Paul 
aire  outlined  a  bold  vision  that  any 
ard-nosed  skeptic  would  call  a  CEO's 
ipe  dream.  "We  intend,"  he  said,  "to 
reate  a  company  that  combines  the 
est  of  both  worlds... speed,  flexibility, 
ccountability  and  creativity  that 
ome  from  being  part  of  a  small,  high- 
y  focused  organization... economies  of 
cale,  the  access  to  resources  and  the 
trategic  vision  that  a  large  corporation 
provide." 

Can  Xerox  do  it?  Can  any  company 
)lend  entrepreneurial  zeal  with  corpo- 
ate  might?  Speed  and  agility  with  size 
nd  power?  No  one  expects  a  320- 
ound  defensive  lineman  to  be  a  bril- 
iant  punt  returner.  Why  should  any- 
ne  expect  a  corporate  Goliath  to  be  as 
imble  as  a  high-tech  startup?  Because 
he  cataclysm  of  accelerating  change 
nleashed  by  information  technology 
'ill  tolerate  nothing  less, 
i  Some  executives,  like  those  run- 
ing  ICI,  the  British  chemicals  giant, 
ee  no  way  to  marry  quickness  with 
lass.  ICI  split  its  company  into  two 
;parate  corporations.  Others,  like 
erox's  Allaire,  believe  they  have 
vented  a  new  organizational  archi- 
cture,  one  that  will  work  in  an  era 
I  dizzying  technology  and  market 
lifts.  After  tearing  down  their  tradi- 
nal  functional  hierarchies,  these 
10s  replace  them  with  collections  of 
latively  independent  business  units, 
ften  comprised  of  self-directed 
jams,  the  business  units  are  then 
■ranged  in  "networked,"  "clustered" 
"horizontal"  organizations. 
I  So  far  so  good.  But  is  such  radical 
structuring  radical  enough  to  deliver 
the  dream  of  flexibility  with 
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While  American 
executives  are 
busy  calling  for 
free  markets  in  the 
former  Soviet  Union, 
"internal  market" 
champions  want  to  see 
free  markets  inside 
American  corporations. 
Thanks  to 
technology,  their 
day  has  arrived. 


power?  Not  accord- 
ing to  a  small  band 
of  executives  and  con- 
sultants who  believe  in 
"internal  markets."  They 
see  the  creation  of  free- 
flowing  buy-sell  relationships 
among  the  teams  and  business 
units  within  a  company  as  the 
only  way  to  imbue  corporate  func- 
tionaries with  the  true  spirit  of  enter- 
prise. Their  day  is  here. 

Proponents  of  internal  markets  draw 
their  inspiration  from  systems 
thinkers  such  as  MIT  professor  emeri- 
tus Jay  Forrester.  He  calls  American 
corporations  "some  of  the  largest 
socialist  bureaucracies  in  the  world." 
He  continues:  "They  have  central 


planning,  central  ownership  of  capital, 
central  allocation  of  resources,  subjec- 
tive evaluation  of  people,  lack  of  inter- 
nal competition  and  decisions  made  at 
the  top  in  response  to  political  pres- 
sures." Detect  the  irony?  While  Amer- 
ican executives  are  busy  calling  for 
free  markets  in  the  former  Soviet 
Union,  internal  market  champions 
want  to  see  free  markets  inside  Ameri- 
can corporations. 

How  does  it  work?  In  an  internal 
market,  every  business  unit  operates 
as  an  independent  company.  Each  one 
decides  whether  to  buy  its  inputs 
from    internal  sources 
(other  units  of  the  cor- 
poration) or  from  out- 
side suppliers.  With 
minimal  restrictions, 
units  also  have  the 
right  to  sell  their  prod- 
ucts to  insiders  or 
outsiders.  Prices  are 
determined  by  arm's- 
length  negotiation, 
not  by  some  accoun- 
tant's clever  transfer 
pricing  fonnula. 

Internal  markets 
also  abolish  corporate 
overhead  allocations. 
Functions  like  IS,  accounting  and  legal 
must  sell  their  services  to  other  units. 
At  Weyerhaeuser  Co.,  for  example,  the 
IS  department  started  losing  its  inter- 
nal customers  as  soon  as  those  busi- 
ness units  were  freed  to  make  market 
choices.  High  costs,  imposed  by  the 
amortization  of  outmoded  mainframes 
and  overstaffing,  had  driven  the  IS 
department's  prices  to  uncompetitive 
levels.  The  unit  saved  itself  by  cutting 


19 


WHICH  CANDIDATE 
CARRIED  BOTH 
CONVENTIONS? 


mong  many  older  candidates,  WilTel®  was 
chosen  by  every  major  network  to  carry 
TV  coverage  of  the  1992  Republican  and  Democratic 
Conventions  and  the  national  elections.  The  reason? 
Extraordinary  reliability  of  our  nationwide 
fiber-optic  network. 

And  our  unconventional  thinking. 


WILTEL  TURNS  UP  EVERYWHERE. 

Total  Business  Communications  and  Outsourcing  /I- 800-364-51 13 
One  nflhe  Williams  Companies  tV  '  ©1993  WilTel 


staff  and  employing  underused  high- 
speed laser  printers  on  printing  jobs  for 
nearby  companies. 

Clark  Equipment,  the  South  Bend, 
Ind.,  construction  equipment  maker, 
has  probably  pushed  internal  markets 
further  than  any  other  large  American 
firm.  Clark  installed  its  internal  mar- 
ket in  1982  after  learning  that  the  cost 
and  quality  of  its  components  (drive- 
trains,  transmissions,  axles,  etc.)  were  I 
woefully  uncompetitive.  Obviously, 
without  world-class  components, 
Clark  had  no  hope  of  assembling  first- 
rate  products.  With  the  industry  in  the  | 
midst  of  a  deep  recession  and  the  com- 
pany's very  survival  in  doubt,  Clark's  I 
management  saw  no  alternative  but  to 
subject  every  unit  to  the  same  market 
forces  that  were  driving  outside  com-| 
petitors  to  excellence. 

Clark's  business  units  began  trans-l 
forming  themselves.  To  prevent  their  I 
internal  customers  from  desertingl 
them  for  outside  vendors,  managers! 
slashed  head  counts,  wrote  off  outmod-| 
ed  assets,  invested  in  state-of-the-art 
facilities,  redesigned  products  and  insti-| 
tuted  new  quality  controls.  Clark's^ 
Melroe  division  in  Fargo,  N.Dak.,  has! 
won  several  awards  for  its  innovative 
Bobcat  miniature  skid  steer  loader:! 
Clark's  revenues,  profits  and  stock! 
price  soared  between  1982  and  1990. 


fiTH  results  like  these,  you  might| 
expect  companies  to  be  clamoring  foi 
more  information  on  internal  markets|| 
But  except  for  isolated  experiments  ai\ 
Kodak,  Armco  Latin  America  and  Esse] 
Petroleum  Canada,  there's  been  n<j 
rush  to  adopt  internal  markets.  Why! 
not?  True  organizational  transformajl 
tion  is  gut-wrenching.  Management 
loses  control.  Friends  get  fired.  Divi  I 
sions  are  shut  down.  The  markell 
becomes  the  master.  As  one  Clarlil 
Equipment  executive  put  it,  "Nobody! 
wants  to  undergo  the  pain  of  rea^j 
change.  You  only  turn  to  the  market f 
when  there's  no  way  to  avoid  it." 

Like  their  Soviet  counterparts 
America's  corporate  commissars  grev 
up  in  a  culture  insulated  from  tl 
market's  vagaries.  Executives  ma 
know  the  rules  of  the  corporate  game 
but  most  lack  the  entrepreneur') 
street-smart  skills.  Simdarly,  employ 
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ees  may  moan  about  the  stifling 
bureaucracy,  but  they  are  dependent  on 
the  managers  who  control  their  work- 
ing lives.  If  these  good  corporate  citi- 
zens had  wanted  to  risk  their  liveli- 
hoods on  the  front  lines  of  commerce, 
they  would  have  joined  startups. 

At  least  one  obstacle  to  internal  mar- 
kets is  disappearing.  In  the  past,  how 
could  a  big  company  like  Xerox  keep 
its  ledgers  straight  with  thousands  of 
teams  cutting  deals  among  themselves 
and  with  outsiders?  The  cost  and  com- 
plexity of  bookkeeping  would  over- 
whelm an  internal  market's  benefits. 
In  short,  the  high  cost  of  handling  the 
information  generated  by  market  trans- 
actions compels  companies  to  rely 
instead  on  command-and-control  hier- 
archies. Indeed,  it  was  precisely  this 
argument,  first  made  back  in  1937  by 
Ronald  Coase  of  the  University  of 
v|tl  Chicago,  which  explained  the  emer- 
:iW  gence  of  large,  centralized  firms. 

Ironically,  by  1991,  when  Coase 
sfinally  won  the  Nobel  Prize  for  this 
insight,  information  technology  was 
'   well  on  its  way  to  obsoleting  his  ratio- 
nale for  central  control.  Today,  accord- 
nm  [ng  tQ  rjave  Spicer,  vice-president  of 
"  financial  applications  at  Oracle  Corp., 
Redwood  City,  Calif.,  several  multina- 
tionals are  using  the  latest  database 
oftware  running  on  client/server  net- 
works to  set  up  internal  markets. 
'Distributed  databases  allow  low-cost 
consolidation  of  results  even  though 
he  transactions  are  decentralized," 
ays  Spicer.  "Without  distributed  data- 
ases,  keeping  all  those  ledgers  in  sync 
impossible.  With  them,  it's  very 
anageable." 

For  visionary  CEOs  hke  Xerox's  Paul 
jdlaire,  the  moral  is  this:  People  will 
ct  hke  entrepreneurs  only  if  you  sub- 
jet  them  to  the  same  market  forces 
lat  drive  real  entrepreneurs.  Without 
n  internal  market,  even  the  most  ele- 
ant  organization  will  never  blend 
§ility  with  size.  But  if  you  can  over- 
ome  the  political  resistance  to  pro- 
ussafiijpund  change,  information  technology 
now  make  your  impossible  dream 
i<  jDssible. 

»rate! 

^nwtichael  Rothschild  is  president  of  The 
ily,  ^M^onomics  Institute,  San  Francisco. 
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WHY  DELTA 
AIR  LINES  CALLED 
WILTEL  TO  HELP 
HANDLE  TRAFFIC. 

mooth  air  traffic  starts  with  smooth  phone 
traffic.  That's  why  Delta  Air  Lines  turned  to 
WilTeF  for  advanced  PBX  phone  systems  for 
international  airports  throughout  the  country. 
If  you  need  help  unsnarling  traffic,  call  us. 


WILTEL  TURNS  UP  EVERYWHERE. 

Total BusitifssContmttiiicahuHsandOutsQ  ircing  ■  l-S(ii)  364-5113 
One  of  the  Williams  Companies  IV  '  ©1993  WilTel 
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INCE 


a  nimse  If  in  AST'S  line  of 


notebooks,  Larry  s  collection  of 
Eucalyptus  Globulus  has  turned 
into  SJiruhus  Out  of  Controlus. 


There  aren't  many  people  who  would  ignore  a  prize  garden  to  cultivate  a  line  of  notebooks.  But 
then,  our  employees  are  rather  obsessed  with  PCs.  Take  the  six  notebooks  in  our  PowerExec™ 
line,  for  example.  Each  one  eliminates  the  limitations  of  portable  computing  with  advanced 
features  like  AST's  Intelligent  Power  Management.  And  no  other  line  of  notebooks  is  more  re- 


sponsive to  your  computing  needs.  With  PowerExec,  you  choose  the 
processor,  screen,  removable  hard  drive,  docking  stations,  and 


even  a  cableless  pointing  device.  PowerExec  is  just  one  of  the 


reasons  we're  a  Fortune  500  firm,  as  well  as  the  talk  of  publications  like  Windows  Magazine  and 
Portable  Computing.  Of  course,  we're  still  waiting  to  hear  from  Better  Homes  &d  Gardens. 


/isn  compuTER 

The  Product  Of  Our  Obsession. 


POWEREXEC 
FAM  I  LY 


CHOICE 

Six  basic  models  with  Intelligent  Power 
Management  for  up  to  6.5  hours  of 
battery  life  Customize  with  docking 
stations,  removable  hard  drives  to 
200MB,  security  features,  upgradable 
processors  and  screens. 


POWEREXEC  4/25SL 

Intel  486SL/25  microprocessor  with 
optional  active-matrix  color  display. 
3.3-volt  technology  for  longer  battery 
life.  Up  to  32MB  of  RAM.  Two 
creditcard-sized  PCMCIA  slots. 


POWEREXEC  3/25SL 

Intel  386SL/25  microprocessor  with 
optional  active-matrix  color  display.  64KB 
of  external  cache.  Up  to  20MB  of  RAM 
Two  PCMCIA  slots. 


POWEREXEC  EL 

Intel  386SL/25  microprocessor  with 
optional  passive  color  display.  Up  to 
20MB  of  RAM.  One  PCMCIA  slot. 


AFFORDABLE 

Windows  Magazine  "Best  Buy"  with 
models  starting  under  $1,300* 


RESPONSIVE 

To  learn  more  about  our  PowerExec 
family,  call  800-876-4AST. 


GROWING 

Eucalyptus  Globulus  thrives  with  direct 
sunlight  and  moderate  amounts  of  water. 
It's  optional,  of  course. 


"FOX  Represents  A 
Quantum  Leap  In 
Electronic  Investing." 


-  PC/Computing  magazine 


Fidelity  On-line  Xpress  was  just  named 
Most  Valuable  Product  by  PC/Computing 
magazine.  This  breakthrough  financial 
software  is  now  available  from  Fidelity  at 
the  special  price  of  $89.95. 


Today,  Fidelity  On-line  XpressSM  can  take  you  where 
no  financial  software  ever  has  before:  right  to  the 
floor  of  the  exchanges  via  Fidelity's  computer  system, 
with  no  monthly  fees  or  on-line  charges.  And  FOX  gives  you 
the  breadth  of  portfolio  management  features  you  simply 
won't  find  anywhere  else,  from  tax  recordkeeping  to  instant 
research  and  screening  services.  Just  one  session  with  FOX's 
easy-to-use  pull-down  menus  and  you'll  see  why  FOX  is  the 
most  complete  personal  financial  market  monitor  avail- 
able today. 

FOX  helps  you  capitalize  on  the  strength  of  an  investment 
leader.  For  stock  and  option  trades,  you'll  save  an 
additional  10%  on  commissions  that  are  already  as  much 
as  76%  lower  than  full-cost  brokers*  Maybe  it's  time  you 
called  to  learn  more  about  putting  the  powerful  combination 
of  FOX  and  Fidelity  Investments  on  your  side. 


Call  A  Fidelity  Representative  24  Hours 

1-800-544-7272 


Fidelity 


Investments* 

Discount  Brokerage 


FOX  orders  for  your  account(s)  are  subject  to  trading  and  account  requirements.  Telephone  charges  may  apply.  FOX  hardware  requirements  include  an 
IBM  or  compatible  system  with  hard  disk  drive,  free  space  of  at  least  3  Mb,  Hayes®  or  compatible  modem,  640k  internal  memory.  Color  graphics  and  mouse 
optional.  The  optional  news  and  analysis  services  of  Dow  Jones  News/Retrieval5',  Telescan  and  S&P  MarketScope®  are  available  through  FOX.  FOX  was  jointly 
developed  by  MECA  Software,  Inc.  and  Fidelity  Investments.  Fidelity  Investments  is  a  trademark  of  FMR  Corp. ,  parent  of  Fidelity  Brokerage  Services,  Inc. 
Member  NYSE/SIPC,  161  Devonshire  Street,  Boston,  MA  021 10.  *76%  savings  based  on  October  1992  survey  of  full-cost  brokers.  Minimum  commission 
$38.  Headline  quote  reprinted  from  PC/Computing,  December  1992.  Copyright  ©  1992  Ziff  Communications  Company. 


A   Novel  Approach 


By  James  Michener 


Mr.  Megabook's 
Dream  Machine 


s  the  author  of  40  books,  some 
ither  long  and  each  requiring  exten- 
ve  rewriting,  I  have  learned  the  hard 
ay  about  preparing  a  manuscript  for 
le  publisher.  Since  I  never  mastered 
le  standard  typewriter  keyboard,  I've 
ad  to  write  millions  of  words  with 
/fo  fingers  on  an  old-style  manual 
/pewriter. 

Though  primitive,  I'm  not  stupid. 
»nce  my  hand-typed  version  is  in  rea- 
mably  good  condition,  with  pen-and- 
ik  corrections  on  almost 
Very  line,  I  turn  it  over  to 
ime  wizard  of  the  mod- 
n  word  processor  so  that 
e  can  do  the  fine  editing 
the  miracle  machine.  I 
in  a  firm  advocate  of 
e  "do  as  I  say,  not  as 
do"  school  of  instruc- 
)n.  I  tell  the  students  I 
iach  each  year  that  if 
ey  don't  master  the  com- 
pter, they  will  never  have 
e  kind  of  writing  experi- 
ice  I've  had,  because  no 
iwspaper,  magazine,  pub- 
her  or  word  user  will  hire 
em.  The  clacking  of  ante- 
iuvian  typewriter  types  like 
e  is  doomed  to  the  way  of  the 
•do's  squawk! 

Indeed,  I  submitted  one  of  my  recent 
oks  on  a  floppy  disk,  a  procedure 
ickly  becoming  obligatory.  With  one 

my  very  long  books,  we  turned  my 
refully  prepared  manuscript  over  to  a 
inner  which,  with  no  human  help  or 
rervention,  converted  all  my  typed 
)rds  into  electrical  impulses  in  the 
e  and  typeface  I  wanted. 


At  86,  with  40  books 
to  his  credit  and 
his  own  private 
best-seller  list,  one  of 
America's  most  famous 
authors  envisions  a 
high-tech  muse  of 
Shakespearean  scope 
and  Promethean 
power. 


As  a  result  of  my  train- 
ing, and  because  I  am  an 
enthusiastic  supporter  of 
the  word  processor,  I  have 
developed  certain  strong 
beliefs  about  what  kind  of 
machine  the  professional 
writer  will  want — 
or  even  require — 
during  the  next  five 
years.  Along  with  the 
microchip  and  graphics 
advancements  thrust  upon 
us  in  the  coming  years,  we 
must  consider  how  the  very  prac- 
tice of  writing  will  change  with 
technological  advances.  We  also  must 
ponder  what  the  definition  of  a  "book" 
will  be  to  future  generations. 

I  shall  therefore  describe  the  ancil- 
lary services  writers  will  expect,  and  I 
shall  not  be  deterred  by  the  obvious 
complaint:  "But  today  our  machines 
don't  have  storage  capabilities  to 
accommodate  the  monstrous  amount 


of  data  you  require."  As  an  official  of 
NASA,  I  worked  on  the  computers 
required  by  the  space  age,  and  I've  no 
doubt  the  storage  capabilities  they 
have  will  be  available  to  anyone  with 
a  PC  in  the  very  near  future. 


'hat  I  want  at  my  right  elbow  is  a 
system  that  will  provide  instant  access 
to  those  incredibly  valuable  writing 
aids  which  I  now  keep  in  an  unman- 
ageable jumble  of  big,  heavy  books. 
Preferably,  these  data  should  be  con- 
tained in  one  interlocking  series  of 
disks  or  a  network  which  I  can  access 
while  working  on  the  manuscript, 
which  will  remain  in  the  basic  soft- 
ware, and  which  I  can  consult  at  the 
flick  of  a  mouse  or,  better  yet,  a  voice 
command.  The  data  must  be  available 
without  interrupting  my  writing  or 
requiring  me  to  insert  new  disks  or  a 
series  of  new  disks.  My  needs  vary 
from  word  definitions  and  synonyms 
to  biblical  tenets  to  what  is  the  quick- 
est route  through  New  Mexico. 

Dictionaries  and  thesaurus.  I  am 
presupposing  that  my  writer,  whatever 
his  or  her  age,  is  in  the  profession  for 
the  long  haul,  say  till  age  80.  I'm  86 
and  still  require  the  information  I  shall 
cite.  A  major  lifelong  investment 
would  have  to  be  one  of  the  fine 
American  master  dictionaries  or  the 
Oxford  English  Dictionary,  a  master- 
work  of  erudition.  It  must  contain  the 
maximum  number  of  words,  say 
550,000.  Granted,  this  is  more  knowl- 
edge about  words  than  one  will  ever 
use,  but  they  are  of  crucial  importance 
when  one  really  wants  to  know. 

Word  selection  is  also  a  basic  need. 
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Michener's   Novel  Approach 


I  know  of  few  professional  writers 
intelligent  enough  to  effectively  use 
any  thesaurus  based  upon  the  original 
Roget's.  A  workable  one  should  be  in 
alphabetical  form,  structured  after 
Rodale's  Synonym  Finder.  Because  it 
requires  no  index,  it  can  afford  to 
duplicate  references  back  and  forth. 
Thus,  with  the  entry  of  get  into  your 
computer,  you  find  28  families  of  syn- 
onyms as  varied  as  receive,  obtain, 
sense  and  get  back  at.  But  the  princi- 
pal entries  contain  the  most-often-used 
words  like  obtain,  acquire  and 
procure.  These  needs  should  be  com- 
bined into  one  alphabetical  system 
where  each  word  in  the  dictionary  of  a 
half-million  words  is  accompanied  by 
as  many  as  40  synonyms  when  needed 
or  as  few  as  10  when  the  subject  can 
be  so  handled. 

Almanacs,  encyclopedias,  plus  the 
Good  Book.  A  must  for  any  serious 
writer  is  the  classic  Encyclopedia  Bri- 
tannica  (28  volumes).  Specialized  vol- 
umes such  as  the  Encyclopedia  of 
Universal  History,  a  good  biographical 
dictionary  and  even  a  rhyming  diction- 
ary also  should  be  in  any  writer's  vir- 
tual library. 

Books  of  facts,  books  of  lists  and 
other  reference  materials  are  treasure 
troves  of  commonly  needed  data.  With 
the  advanced  memory  capabilities  of 
my  ideal  machine,  two  usual  obstacles 
to  research  will  be  eliminated.  First, 
finding  an  obscure  historical  remnant 
won't  take  hours  of  dusting  off  out-of- 
print  tomes  buried  in  library  base- 
ments. Instead,  it  will  be  recalled  with 
the  effort  of  a  few  well-selected  search 
terms  at  your  keyboard.  Second,  recent 
data  such  as  census  breakdowns  or 
economic  percentages,  now  clogged  in 
bureaucratic  number-crunching  and 
printing  delays  that  might  take 
months  or  years  to  release,  will  be 
publicly  available  immediately,  with 
databases  updated  daily. 

If  a  writer  deals  with  the  great 
themes  of  human  living,  he  or  she 
will  require  frequent  consultation 
with  classic  literature  such  as  The 
Iliad,  a  collection  of  Shakespeare  and 
the  Bible.  These,  too,  should  be 
retrievable  by  search  terms  resembling 
the  oft-thought  question,  "What  was 
that  saying?" 


Atlases.  The  basic  geography  of  an 
atlas  remains  the  same  and  its  use  for 
accurate  reference  is  always  essential. 
Detail  must  be  succinct,  and  the 
gamut  of  the  environment — from  alti- 
tude to  geographical  composition — 
must  be  addressed.  Other  maps  for 
handy  contemporary  reference  to  new 
states  and  alignments  must  also  be 
available.  But  the  mere  map  rarely 
tells  the  whole  story.  Printed  words 
are  necessary  to  fill  out  the  picture.  A 
volume  like  Webster's  New  Geograph- 
ical Dictionary  fills  out  the  charts 
with  yet  more  figures  and  facts. 

Prophets  of  multimedia  technology 
have  already  concocted  ingenious  ref- 
erences where  these  materials  won't 


dial 


tat  t 


appear  simply  in  glowing  agate  but  as 
moving,  three-dimensional,  digital 
images  with  full  audio  support.  Many 
of  these  materials  can  now  be  founc 
within  the  burgeoning  CD-ROM  mar- 
ket. Microsoft,  for  instance,  offers  i 
package  called  Bookshelf,  which  has 
eight  reference  volumes  but  involves 
the  use  of  disks  and  becomes  dated  in 
the  same  way  your  first  edition  ol  ^ 
Webster's  fades  into  antiquity. 

Tl  on:. 
he  real  flood  of  information  wil 
occur,  however,  with  the  establish 
ment  of  international  information  net 
works  that  can  access  not  only  the 
aforementioned  volumes  but  an  infr 
nite  amount  of  material  from  th< 


an: 


What  two  things  do  the  |o 


Will  bringing  in  new 
really  help  bring  in  new  business? 

EDS  helped  Norwich  Union  Healthcare  answer  ye* 


Can  better  technology  read 
better  products  and  be 
EDS  helped  Prince  answer  a  sn 


As  your  business  grows,  can  you  I 
maintain  the  agility  to  outmaneuver  competi!^ 
With  the  help  of  EDS,  Riser  foods  answered  yes 


When  your  customers  get  be 
will  they  get  it  from] 
EDS  helped  Southwestern  Bell  Telephone  C 
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/orld's  greatest  information  brokers. 
I'm  awed  by  a  statistic  I  heard 
Vlan|  icently  from  an  expert  in  compress- 
lg,  storing  and  recalling  the  heart  of 
n  jmat  we  today  call  a  book:  "With  laser 
Dmpression  we  can  store  the  entire 
iible  on  a  chip  the  size  of  your  thumb- 
fail,  store  it  in  a  minute  space,  recall 
at  will,  and  bring  it  before  a  camera 
I  id  transmit  it  in  readable  form  from 
le  central  library  to  the  kitchen  of 
:>ur  farm  in  Vennont." 

I'm  interested  in  this  problem  of 
le  future  because  I  brood  constantly 
pout  the  destiny  of  the  book,  a  cultur- 
artifact  to  which  I  have  devoted  my 
te.  I  am  aware  that  radical  new  devel- 
jments  in  accumulating,  processing 


and  sharing  information  (the  nonfic- 
tion  book)  and  transcendent  visions  of 
past,  present  and  future  (the  novel  in 
its  grand  form)  make  the  future  of  the 
printed  book  as  we  know  it  extremely 
tenuous.  Before  long,  the  creative  work 
that  now  appears  in  book  form  may 
well  appear  in  some  other  form  radi- 
cally different  from  what  we  can  now 
imagine. 

Consider  my  case.  When  I  started, 
paperback  books  did  not  exist. 
When  they  burst  upon  the  market,  I 
paid  little  attention  to  them,  for  at  the 
retail  price  of  25  cents  a  copy,  I 
received  for  each  one  sold  three- 
fourths  of  a  penny,  less  10  percent  to 
my  agent,  or  $0.00675 — a  profit  so 


ionizations  share? 


■en 


For  the  successful  companies  featured  in  these 
ads,  EDS  helped  find  the  right  answers.  How?  By 
helping  companies  identify  opportunities  to 
reach  their  business  goals. 

With  the  help  of  EDS,  Southwestern  Bell 
improved  service  without  raising  operating  costs. 
Riser  Foods  increased  profits  by  14  percent  and 
margins  by  33  percent  with  support  from  EDS. 
For  Prince  Manufacturing,  EDS  helped  cut  prod- 
uct development  time  from  weeks  to  days.  And 
Norwich  Union  Healthcare  provides  customers 
the  fastest  health  claim  service  in  the  U.K.  with 
systems  EDS  helped  them  develop. 

These  are  just  a  few  of  the  many  ways  EDS 
helps  companies  help  their  customers  succeed  in 
today's  highly  competitive  marketplace.  To  find 
out  how  the  world  leader  in  applying  informa- 
tion technology  can  help  you  do  the  same,  call 
Peter  Abene  at  (214)  490-2000,  ext.  171.  Or  write 
EDS,  7171  Forest  Lane,  M71,  Dallas,  TX  75230. 
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small  that  I  ignored  it.  If  I  sold  a  mil- 
lion copies,  which  no  one  ever  did,  I 
received  $6,750.  Now,  paperback  rights 
drive  the  market  and  provide  enor- 
mous sums  to  top  writers. 

That  situation  is  being  duplicated 
by  talking  books.  Some  years  ago,  they 
contributed  little  to  the  writer.  Today, 
their  rewards  can  be  impressive.  How 
will  the  distribution  of  information 
that  never  reaches  hard  copy  or  some 
similar  physical  manifestation  be  sold? 
Who  can  guess?  But  I'm  certain  new 
forms  of  distribution  will  arise. 

With  networking  and  multimedia, 
the  way  we  collect  information  and 
communicate  will  be  completely 
transformed.  With  the  advent  of  voice- 
recognized  computing,  where  dictation 
and  conversation  take  place  between 
human  and  machine,  even  the  per- 
durable keyboard  might  go  the  way  of 
the  mimeograph  and  manual  type- 
writer. 

No  future  development  is  too  radi- 
cal for  me  to  contemplate,  and  I  hope 
that  my  publishers  are  thinking  far 
ahead.  If  they  are  not,  they'll  go  under. 

I  am  equally  convinced  that  in  the 
distant  future,  no  matter  what  forms 
we  use  for  the  distribution  of  the 
book's  successors,  the  man  or  woman 
who  can  compile  or  write  a  coherent 
narrative  will  find  a  secure  place.  Writ- 
ers and  thinkers  are  essential  to  the 
welfare  of  the  world.  They  preserve 
racial  and  national  memories.  They 
help  establish  norms  of  behavior  and 
belief.  They  accord  praise  and  identify 
blame.  They  instruct,  caution  and,  in 
their  lighter  moments,  amuse,  mystify 
or  terrify.  They  are  needed  in  society, 
and  I  cannot  visualize  any  modem  cul- 
ture operating  without  them. 

It  is  for  that  reason,  in  these  vital 
days  when  the  future  of  the  book  itself 
is  so  uncertain,  that  I  want  our  elec- 
tronic geniuses  to  provide  the  learning 
and  operating  tools  which  writers  of 
the  future  will  need  to  keep  their  tal- 
ents and  insights  functioning.  At  86,  I 
cannot  expect  to  profit  from  the 
devices  I  am  calling  for,  but  I  want 
them  to  be  available  for  those  who 
will  in  due  course  take  my  place. 

James  A.  Michener's  most  recent  work 
is  Mexico  (1992,  Random  House). 
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Buy  The  Wroni 
Risk  Losing  Mori 


Using  the  latest  processors,  COMPAQ 
ProSignia  and  SystemPro/XL  deliver 
industry -leading  performance  based 
on  industry-standard  benchmarks. 


fhen  it  comes  to  finding  the  best 
server,  you  not  only  need  great 
performance  at  a  great  price,  you 
need  the  most  reliable,  easy-to-manage 
system  you  can  find. 

After  all,  a  single  server  nightmare 
can  turn  what  looked  like  a  good 
investment  into  a  costly  mistake. 

All  of  which  explains  why 
LAN  Times  readers  chose  our 
servers  over  all  others  for 
the  third  year  in  a  row. 

Because  not  merely  are 
our  servers  leading  the 
industry  in  price  and 
performance,  they're 
also  the  only  servers 
with  complete  manage- 
ment capabilities  built  in 

Integrated  fault  prevention  tools  con- 
tinually monitor  server  subsystems. 


©  199J  Compaq  Computer  Corporation  All  rights  reserved.  COMPAQ,  SYSTEMPRO  Registered  U  S  Patent  and  Trademark  Office 
ProSignia  and  Insight  Manager  are  trademarks  ol  Compaq  Computer  Corporation  Product  names  mentioned  herein  mav  he  trademarks  and/ 
or  registered  trademarks  of  their  respective  companies. 


erver  And  You 
an  Just  Your  Data. 


The  COMPAQ  Insight  Manager  then  takes 
that  information  and  alerts  you  to  fluctua- 
tions, so  you  can  avoid  downtime.  You  can 
even  program  COMPAQ  servers  to  reboot 
automatically,  or  to  contact  you  off- 
site  so  you  can  diagnose  and  reboot 
from  your  location. 

So  while  others  may  suggest 
they  offer  close  to  COMPAQ 
performance  based  on  their 
own  fabricated  benchmarks, 
you'll  never  hear  them  claim 
to  have  a  more  reliable,  eas- 
ier to  manage  system. 

Because  they  don't.  Not 
IBM.  Not  Dell.  Not  anybody. 
And  in  the  end,  that  will  save 
you  a  lot  more  than  an  occasional 
headache.  For  more  information,  and 
a  free  Novell  Guide  to  NetWare  4.0, 
call  1-800-638-8258,  ext.  45. 


•This  service  provided  hy  Contracted  Service  Providers  and  may  not  be  available  in  certain  geographic  locations  Certain  restrictions  and  exclu 
sions  apply  Monitors,  battery  packs  and  certain  options  arc  covered  by  a  one-year  warrants  For  further  details  on  our  limited  warranty,  contact 
the  Compaq  Customer  Support  Center  The  Intel  Inside  logo  is  a  registered  trademark  ol  the  Intel  Corporation  LAN  Times  Readers  Choice 
Award  1991,  1992  and  199) 


COMPAQ_servers  -  and  only  COM  PA  d 
servers  -  alert  you  to  hardware  prob- 
lems before  they  become  problems, 
allowing  you  to  troubleshoot  and 
avoid  network  downtime. 


When  you  build  more  reliable  products, 
you  can  offer  a  more  extensive  guaran- 
tee. Every  COMPAQ^  server  includes 
our  free  3-year,  on  -site'  warranty. 


COMPAQ. 


Considering  how  our  phone 
systems  affect  revenues, 
perhaps  we  should  consider 
a  new  design. 

How  would  you  like  a  phone         Lost  customer  calls  are  being 
system  that's  designed  not  only  for       recovered.  And  the  sales  just  keep 


0 


making  calls,  but  for 
making  money?  One  that 
lets  you  pick  up  any  line, 
even  your  bottom  line? 

Sound  interesting? 
Then  a  ROLM  system 
will  sound  downright  fascinating. 

In  the  case  of  C.R.  England  & 
Sons,  Inc.  trucking  company,  ROLM       take  time  to 
helped  them  haul  in  a  26%  increase  study 
in  annual  revenues.  Then  there's 
Acme  Premium  Supply  Company. 
A  ROLM  system  supplied  them  with 
a  25%  increase  in  annual  sales. 

With  customer  after 
customer,  we  hear  the  same 
story.  They  can  handle 
more  calls  in  less 
time  without 
adding  people. 


rolling  in. 

It's  not  simply  that 
ROLM  can  offer  more 
sophisticated  features 


ROLM  is  part  of  the 

Siemens  family. 
The  world's  largest 
private  communication         than  Qther  pgX  vendors 
systems  manufacturer 

 We  can.  But  we  also 

take  a  more  intelligent  approach  to 
putting  those  features  together  We 


business.  Find  out  how  it  all  works 
Then  we  develop  a  customized 
solution  that  helps  your  business 
work  faster  Leaner.  More  profitab 

Call  us  at  I-800-ROLM-I23  A 
learn  more.  We'll  send  you  a  free 
video  featuring  a  number  of  ROLF 
business  success  stones. 

Once  you  see  for  yourself  he 
our  phone  systems  are  ringing  u 
sales,  we're  sure  you'll  find  our 
design  is  just  fine  as  is. 


A  Siemens  Company 


free 
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Quick  Studies 


By  David  H.  Freedman 

Fannie  Mae's 
Fast  Footwork 


With  a  hot  new  information  system  that  recalculates 
prices  every  60  seconds,  the  mother  of  all  mortgagers 
can  now  move  as  nimbly  as  a  ballerina. 


FRANKLIN'S  MINT  Fannie  Mae's  vice-chairman  Raines  has  helped  map 
out  a  five-year  plan  to  give  the  giant  lender  big-time  informational  clout. 


1 

fHERE'S  SOMETHING  a  little  schizo- 

prenic  about  the  Federal  National 
Jortgage  Association — sort  of  a  cross 
fetwcen  an  investment  bank  and  a 
ivernment  agency.  Fannie  Mae's  pub- 
|c  mission,  for  which  it  was  founded 
/  Congress  in  1938,  is  to  assure  the 
fealth  ol  the  home  mortgage  industry 
V  buying  mortgages  from  banks  and 
per  companies  that  issue  them.  Its 
"ivate  mission,  assumed  in  [968 
hen  Fannie  Mae  was  converted  to  a 
lareholder-owned  corporation,  is  to 
ake  money.  It  does  pretty  well  on 
bth  counts.  Last  year  it  purchased 


about  $76  billion  worth  of  mortgages — 
it  is  the  largest  issuer  of  debt  in  the 
United  States  outside  the  U.S.  Trea- 
sury— and  made  $1.6  billion  in  profits. 

Fannie  Mae's  odd  status  as  a  private 
company  with  a  government  charter 
means  that  it  must  deal  not  only  with 
government  oversight  but,  of  course, 
with  competition.  The  biggest  com- 
petitor is  the  Federal  Home  Loan 
Mortgage  Corp.,  or  Freddie  Mac,  some- 
times referred  to  as  Fannie  Mae's  little 
brother.  "Little"  here  is  a  relative 
term:  Freddie  Mac  earned  $622  million 
last  year.  As  with  real  siblings,  the 


rivalry  is  sometimes  fierce.  It  also 
spills  over  into  the  arena  of  informa- 
tion technology.  In  this  business,  IT 
includes  an  odd  but  critical  mixture  of 
everything  from  rocket  science  analyt- 
ics to  retail-bank-style  loan  tracking  to 
consumer-oriented  PC  applications. 
"There's  no  question  we  compete  on 
technology,"  says  Fannie  Mae  chief 
executive  James  A.  Johnson,  who 
boasts  something  of  the  vigor  of  a  Boy 
Scout  troop  leader. 

For  a  while,  it  was  a  competition 
that  Fannie  Mae  seemed  to  be  losing. 
Like  many  other  firms,  Fannie  Mae 
recognized  in  the  early  1980s  that 
information  technology  was  rapidly 
becoming  a  strategic  battleground.  The 
company  also  assumed,  as  did  many 
others,  that  the  most  effective 
approach  would  be  to  build  a  single, 
enormous,  mainframe-based  software 
program  capable  of  providing  most  of 
what  everyone  in  the  organization 
needed.  Many  companies  tackling 
such  "big  bang"  projects  ultimately 
gave  up  in  the  face  of  their  unantici- 
pated complexity.  But  Fannie  Mac 
spent  eight  years  and  more  than  $100 
million  slogging  through  its  mission. 
"It  took  years  oil  ol  some  people's 
lives,"  says  vice-chairman  Franklin 
Raines.  By  the  time  the  system,  called 
LASER,  finally  came  on-line  in  the  late 
1980s,  it  was  the  largest  loan-account- 
ing system  in  the  world.  It  also  no 
longer  addressed  most  of  Fannie  Mae's 
business  needs. 

Around  the  time  Fannie  Mac  began 
work  on  LASER,  its  business  consisted 
solely  of  borrowing  money,  then  buy- 
ini',  mortgages  and  holding  them,  li 
wasn't  much  of  a  business:  in  1981, 
the  company  was  losing  $1  million  a 
day.  To  turn  things  around,  Fannie 
M.ie  expanded  its  repertoire,  issuing 
mortgage-backed  securities  (mhs), 
which  essentially  allow  investors  to 
purchase  a  share  of  the  mortgages. 
Sharing  the  interest-rate  risk  (though 
not  the  risk  of  default,  since  Fannie 
Mae  guarantees  the  securities)  in  this 
fashion  helped  smooth  out  earnings 

To  attract  more  buyers,  and  to  fur- 
ther manage  its  credit  and  interest-rate 
risks,  Fannie  Mae  introduced  a  bewil- 
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dering  array  of  variations  on  the  basic 
MBS,  including  those  tied  to  variable- 
rate  loans,  to  balloon  loans,  or  to  either 
interest  or  principal  payments  alone. 
"We  had  all  these  little  homely  mort- 
gages," Raines  says,  "and  suddenly  all 
these  high-tech  derivative  securities 
were  being  spun  off  of  them."  The 


things  we  did,"  says  Bill  Kelvie,  Fannie 
Mac  chief  information  officer  and 
executive  vice-president. 

Unencumbered  by  the  drain  of  a 
huge  mainframe  project,  Freddie  Mac 
built  a  number  of  simpler,  smaller  pro- 
grams that  enabled  it  to  better  manage 
the  blizzard  of  new  products.  It  even 


company  also  began  charging  a  fee  to 
guarantee  other  firms'  mortgage-backed 
securities.  It  started  issuing  callable 
debt  and  became  calculating  about 
which  mortgages  it  kept  in  its  own 
portfolio.  On  top  of  everything  else, 
volume  exploded.  In  1986,  Fannie  Mae 
issued  nearly  $61  billion  in  mortgage- 
backed  securities.  Year-to-date,  the 
company  has  issued  more  than  $194 
bdlion  in  MBSes. 

In  short,  by  the  late  1980s  Fannie 
Mae  was  a  different  business,  and  one 
whose  information  needs  were  far 
more  varied  and  detailed  than  those 
for  which  LASER  was  built.  But  the 
size  and  complexity  of  LASER — it 
requires  an  IBM  3090  600J  mainframe  to 
run — nearly  prohibited  any  significant 
modification  or  expansion.  Freddie 
Mac,  meanwhile,  had  simply  watched 
and  waited  through  the  1980s  to  see 
what  happened  to  the  LASER  project. 
"They  were  able  to  draw  some  good 
lessons  watching  the  less-than-stellar 


brought  in  a  Cray  Y-MP  supercomput- 
er— normally  employed  for  scientific 
number-crunching — to  assist  it  in 
high-powered  financial  modeling.  The 
perception  in  the  industry  was  that 
Freddie  Mac  had  achieved  a  technolog- 
ical edge  over  Fannie  Mae.  That  edge 
was  reflected  in  the  fact  that  Freddie 
Mac  seemed  able  to  beat  Fannie  Mae's 
prices  slightly  but  consistently,  paying 
more  for  mortgages  and  charging  less 
for  equivalent  securities. 

It  took  a  new  management  team  at 
Fannie  Mae  to  reverse  the  trend.  John- 
son came  on  board  in  1990  and  called 
in  high-powered  IT  consultancy  Nolan 
Norton  &  Co.  to  evaluate  the  situa- 
tion. Heading  the  team  for  Nolan  Nor- 
ton was  Kelvie,  who  had  handled 
much  of  the  firm's  Wall  Street  busi- 
ness. The  boisterous,  almost  boyish 
Kelvie  was  intrigued  by  Fannie  Mae. 
"It  was  like  a  Goldman  Sachs  or  Mor- 
gan Stanley,  but  behind  in  technology 
and  with  a  narrower,  deeper  focus,"  he 


recalls.  "And  it  had  a  social  mission, 
which  I  found  very  attractive."  Sc 
attractive  that  Kelvie  signed  on  as  CIO, 
despite  the  fact  that,  as  he  notes,  hav 
ing  to  implement  one's  own  recom- 
mendations is  every  consultant's 
nightmare. 

In  1991  Johnson  also  brought  ir 
Raines  to  focus  on  the  remaking  o 
Fannie  Mae's  information  technology 
Where  Johnson  was  content  to  kee| 
tabs  on  the  project— "I  don't  conside 
myself  a  hands-on  technical  strate 
gist,"  he  confides — Raines  turned  ou 
to  be  a  closet  techie.  "Frank  wdl  tel 
you  he  doesn't  know  anything  abou 
computers,"  Kelvie  says,  "but  he  love 
to  delve  into  this  stuff  in  a  detaile 
way."  Raines  wasted  no  time  delving 
"The  '80s  were  a  time  for  financis 
reengineering,"  he  explains.  "The  '90 
are  for  technological  reengineering.  W 
have  the  products,  but  now  we  have  t 
see  what  we  can  do  with  them." 

Kelvie  and  Raines  mapped  out  a 
ambitious  five-year  technology  pla 
that  would  put  Fannie  Mae  on  a  p4 
with  the  best  Wall  Street  firms  an 
they  hoped,  ahead  of  Freddie  Mac.  Th 
basic  idea  was  to  build  a  platform  th; 
would  eventually  allow  everyone  i 
the  company  to  find  out  virtually  an- 
thing  about  any  aspect  of  the  busines 
and  that  would  also  provide  for  tl 
exchange  of  detailed  information  wii 
mortgage  originators  and  even  co 
sumers.  Instead  of  tackling  the  proje 
in  one  huge  chunk  and  basing  it 
one  giant  database,  as  was  the  ca 
with  LASER,  the  platform  would  go 
in  self-contained  chunks.  Each  chui 
would  reside  on  a  workstation  actii 
as  a  server  to  PCs.  New  chunks  wou 
be  tied  into  the  previous  chunl* 
resulting  in  an  integrated,  operatior 
system  that  was  constantly  expandin 

To  further  differentiate  the  proje 
from  the  LASER  experience,  Raines  a 
Kelvie  were  determined  to  hit  t 
ground  running.  Normally,  building 
modest-sized  software  system  requi' 
three  to  six  months  of  design  woi 
Then  the  IT  department  spends  p 
haps  two  years  writing  the  softwa 
Finally,  the  rest  of  the  company  gets 
see  what  the  new  system  looks  like 
often  to  their  disappointment, 
avoid  all  this,  Kelvie  took  a  team 
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Lexmark 
announces 
a  family  of 

printers  with 
the  most 
intelligent 

feature  ever: 

Intelligence. 


The  advanced 
intelligence  Lexmark 
builds  into  the  new 
IBM®  LaserPrinter  4039 
family  is  equalled  only 
by  the  brilliant 
economics  behind  it. 
To  start,  each  of  the  five  new 
LaserPrinters  is  compatible  with 
PostScript® and  PCL5 — saving 
you  up  to  $775  over  competitive 
printers.  And  Lexmark's  SmartSwitch  chooses  the 
right  language  for  each  job,  automatically. 


There's  up- 
gradable code,  so 
you  can  add  new  capa- 
bilities. A  compact 
footprint,  to  save  space. 
Fast-thinkine  RISC 

networking  card,  and  work 
processors.  And  an         with  multiple  operating 
optional  snap-Oil  systems  simultaneously, 

duplexer — for  two-sided  laser  printing  at  a 
breakthrough  price.  600  dot-per-inch  printing 
is  standard, with  Print  Quality  Enhancement 
Technology  and  new  PictureGrade™  process- 
ing, for  superb  print  quality.  Lexmark's 
marathon  performance  print  cartridge  saves 
you  16%  or  more  over  the 
competition's  cost  per  page. 
And  these  LaserPrinters 
have  a  real  genius  for 


Two-sided  printing  is  an 
available  option  on  every 
model,  to  save  paper, 
filing  space,  and  to  help 
save  the  environment. 


networking.  To  fit 
smoothly  into  your 
LAN,  and  your 
LAN  budget. 
The  new  IBM  LaserPrinters  come  from 
Lexmark,  the  independent, worldwide 
company  formed  from  a  division  of  IBM. 
And  dedicated  to  a  simple  design  philosophy: 
listen  to  what  customers 
want.  Bring  it  to  market 
fast.  And  back  it 


PCL5  Language 
PostScript  Lai-mw.se* 


Your  new  LaserPrinter  is 
compatible  with  both  industry 
standards,  right  out  of  the  box. 


I  've  new  LaserPrinters 
j  liver  10, 12,  or  16  pages 
I  r  minute.  And  the  smart 
y  price/performance  in 
E  business. 


with  quality,  support, 
and  responsiveness. 
For  your  nearest  dealer,  call 
1 800  358-5835  (in  Canada, 
1800663-7662). 

You'll  see  why  you  don't  need  bigger,  more  expen- 
sive laser  printers.  Just  smarter  ones. 


IBM  Personal  Printers  by 


Lexm^vrk 


Make  Your  Mark 


:  per  page  based  on  MSRPs  and  claimed  yields  at  5%  coverage  as  compared  to  HP  LaserJet  4  print  cartridge  IBM  is  a  registered  trademark  ol  International  Business  Machines  Corporation  in  the  U  S  and  other  countries 
is  used  under  license  AIX  and  OS/2  are  registered  trademarks  ot  International  Business  Machines  Corporation.  PostScript  is  a  registered  trademark  of  Adobe  Systems  Incorporated  Novell  and  NetWare  are  registered 
lemarks  of  Novell  Inc.  Lexmark  and  PictureGrade  are  trademarks  of  Lexmark  International.  Inc.  Microsoft  is  a  registered  trademark  of  Microsoft  Corporation.  ©1993  Lexmark  International,  Inc. 
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Quick  Studies 


THE  PRICE  IS  RIGHT  CIO 

Bill  Kelvie  made  on-line  mort- 
gage pricing  a  priority. 


programmers,  managers  and  users  to  a 
company  called  Cambridge  Technolo- 
gy Partners,  in  Cambridge,  Mass., 
which  specializes  in  "rapid  prototyp- 
ing." In  five  intense  days,  the  team 
juryrigged  a  rickety  but  semiworking 
version  of  a  software  system  that  they 
could  demonstrate  to  Raines  and  other 
executives. 

The  new  software,  which  took  an 
additional  six  months  to  build  in  its 
final  version,  was  an  on-line  pricing 
system.  Until  then,  lenders  who  want- 
ed to  sell  Fannie  Mae  a  large  batch  of 
mortgages  would  have  to  wait  a  half 
hour  or  more  for  the  company  to  cal- 
culate a  price.  What's  more,  Fannie 
Mac  was  building  a  slight  cushion  into 
the  price  to  cover  itself  against  a  shift 


new  systems.  We  shouldn't  ever  have 
to  rebuild  the  entire  platform." 

The  success  of  the  on-line  pricing 
project  has  led  to  more  rapid  prototyp- 
ing efforts,  most  of  which  Fannie  Mae 
now  conducts  in-house.  As  a  result, 
new  systems  have  been  popping  up 
around  the  company  at  an  impressive 
rate.  One  key  undertaking,  for  exam- 
ple, has  been  to  improve  the  compa- 
ny's analytics.  The  crucial  figure  in  all 
of  Fannie  Mae's  modeling  is  the  point 
spread  between  the  interest  it  pays  on 
its  debt  and  the  interest  it  earns  on  its 
mortgages.  Rocket  science  enters  in 
when  trying  to  determine  exactly 
which  mortgages  should  be  acquired  to 
balance  debt  at  any  given  point  in 
time.  Financial  analysts  have  to  make 


Fannie  Mae  deploys  an  odd  but  critical 
mixture  of  everything  from  rocket  science 
analytics  to  retail -bank-style  loan  tracking 
to  consumer-oriented  PC  applications.  "We 
compete  on  technology, "  says  CEO  Johnson. 


in  interest  rates  during  the  time  lag.  In 
contrast,  the  new  system  automatical- 
ly calculates  within  seconds  the  high- 
est possible  price  on  which  Fannie 
Mae  is  likely  to  profit  based  on  up-to- 
the-minute  data.  The  system  is  so  real- 
time that  to  avoid  being  burned  by 
changing  conditions  the  company 
designed  the  system  to  invalidate  the 
first  price  and  calculate  a  new  one  if 
the  seller  doesn't  decide  within  60  sec- 
onds of  the  price  quote. 

The  on-line  pricing  project  cost  $3 
million,  or  about  one-thirtieth  the  cost 
of  LASER,  and  it  took  one-sixteenth  the 
time.  The  program  is  built  around 
Sybase  database  software  running  on 
Unix  workstations,  which  are  accessed 
through  PCs.  The  system's  modular 
design,  unlike  that  of  LASER,  makes  it 
easy  to  adapt  to  new  demands.  "I 
expect  our  systems  to  have  a  lifetime 
of  about  three  years,"  Raines  says.  "By 
that  time,  they'll  have  been  so  heavily 
modified  that  they'll  essentially  be 


such  decisions  hundreds  of  times  a  day 
for  the  $200-odd  million  worth  of 
mortgages  the  company  buys  on  a  typ- 
ical day. 

Shunning  Freddie  Mac's  supercom- 
puter approach,  which  requires  long 
software-development  efforts,  Fannie 
Mae  chose  a  client/server  approach 
that  was  at  once  simpler  and  yet  even 
higher-tech.  It  strung  together  20  Sun 
workstations  so  that  their  excess  pro- 
cessing power  could  be  pooled  into 
more  than  the  equivalent  of  a  super- 
computer— even  while  the  worksta- 
tions were  being  employed  for  other, 
more  mundane  tasks.  Configured  in 
this  way,  the  workstations  provide  at 
analysts'  fingertips  the  results  of  thou- 
sands of  different  interest-rate  scenar- 
ios. "Why  would  anyone  have  to  have 
a  Cray,  anyway?"  Raines  asks.  "We 
don't  get  excited  about  boxes  here." 

Boxes  no,  new  projects  yes.  Several 
additions  have  recently  been  made  to 
Fannie  Mac's  client/server  network.  A 


"risk  sharing"  system  running  oi 
Next  workstations  determines  ways  t< 
structure  deals  so  that  lenders  and  Fan 
nie  Mae  share  interest-rate  and  defau 
risks;  it  then  monitors  compliance.  ^ 
"lender  evaluation"  system  tracks  ho\i 
each  lender's  mortgages  perform  com 
pared  with  others.  A  "distressei 
assets"  system  alerts  the  company 
mortgages  on  which  two  payment 
have  been  missed.  "That  sort  of  thin 
used  to  slip  through  the  cracks  all  th 
time,"  says  Kelvie  of  the  last  systen 
"We  figure  the  new  programs  are  sa' 
ing  us  $17  million  a  year." 

One  area  in  which  Fannie  Mae 
likely  to  retain  its  lead  is  in  lov 
income  housing  mortgages.  Technol 
gy  will  play  a  role  here,  too.  Farm 
Mae  is  building  a  workstation  progra 
incorporating  artificial  intelligence  th 
will  help  low-income  homebuye 
determine  what  size  loan  to  apply  ft 
and  counsel  them  about  how  to  qua 
fy  for  it.  "The  vast  majority  of  lo 
income  people  don't  default  on  tht 
loans,"  Raines  says.  "We  just  have 
find  different  ways  to  help  them  she 
they're  creditworthy." 

Impressive,  but  Raines  conten 
there  is  still  room  for  technolo 
improvement.  "We're  too  cautioi 
and  our  batting  average  is  way  C 
high,"  he  says.  "We  need  to  try  mc 
things  th.it  don't  work  so  ihat  we  ( 
find  the  edge  before  we  step  back." 
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THE  COMMITMENT  TO 
OPEN  SYSTEMS  IS  GENERATING 
WORLDWIDE  REWARDS. 


[Pn  order  to  compete  more  effectively  in  today's 
reasingly  global  economy  more  and  more  organizations  are 
ivaluating  the  way  they  do  business  and  turning  to  open 
.  jprmation  systems  strategies. 

The  rewards  are  substantial.  Not  only  are  these  organiza- 
is  saving  hundreds  of  millions  of  dollars,  but  they  are  realizing 
ny  other  returns.  Including  higher  profits,  a  stronger  world- 
e  competitive  edge,  and  the  flexibility  to  make  and  implement 
strategic  business  decisions  needed  to  keep  up  with  their 
omers'  changing  needs. 

To  help  your  organization  reap  similar 
ards,  contact  X/Open.  We're  an  inde- 
dent  unifying  organization  dedicated  to 


helping  you  get  the  most  from  open  systems. 

Only  X/Open  offers  everything  you  need  to  ensure  that 
your  investment  in  open  systems  pays  off.  X/Open  branded 
products  let  you  move  from  the  closed,  outdated  architectures  of 
the  past  to  the  open  systems  of  today.  Giving  you  better  and 
faster  access  to  more  information.  Providing  you  with  more 
flexibility  in  the  business  decisions  you  need  to  make  to  succeed. 
And  assuring  that  your  organization  can  keep  up  with 
the  challenges  you'll  face  in  the  future. 

To  find  out  more  about  the  rewards  of  open  systems, 
call  1-800-568-OPEN  for  your  free 
copy  of  our  report  "The  Most  Cost-Effective 
Way  To  Implement  Strategic  Change!' 


The  World's  Standard  For  Open  Systems. 


By  George  Harrar 


SOURCE 
TALES 

Hiring  outside  contractors  to  take 
on  complex,  expensive  information 
systems  may  be  a  smart  move — just 
ask  Ross  Perot — but  long-term  con- 
tracts and  changing  needs  can  spell 
new  complications. 

Old  reason  for  information  systems  outsourcing:  reduce 
costs.  New  reasons:  attain  technological  flexibility,  eliminate 
chronic  staffing  headaches  and  buy  time  to  focus  on  core 
competencies.  More  and  more,  customers  such  as  Del  Monte 
Foods,  Bethlehem  Steel,  General  Dynamics  and  Continental 
Bank  are  buying  into  the  many  compelling  reasons  to  out- 
source. In  1992  the  information  systems  outsourcing  market 
amounted  to  $12.2  billion.  By  1997  that  number  should  grow 
to  almost  $30  billion,  according  to  J.  P.  Richard,  vice-presi- 
dent of  Vienna,  Va. -based  Input  Inc. 

Maybe  outsourcing  is  right  for  you.  But  before  you  decide, 
read  these  cautionary  tales.  Forbes  ASAP  found  out  that  com- 
pany executives  who've  taken  the  plunge  often  find  them- 

s  selves  negotiating  mammoth  documents,  dissecting  the  IS 

anatomy  into  units  of  storage,  processing,  transactions  and  so 
on.  Although  such  contracts  try  to  address  all  that  is  known 
about  a  company's  current  and  projected  computer  needs,  no 

I  amount  of  detail  can  predict  the  future. 
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DIGITAL  DILEMMA  Having  thrown  caution  to  the  wind  in  outsourcing, 
some  CIOs  find  that  money  quickly  follows. 


New  York  City  management  con- 
sulting firm  Gateway  Information  Ser- 
vices Lie.  went  to  the  heart  of  the  mat- 
ter last  year  in  a  survey  of  251  chief 
information  officers.  CIOs  were  asked 
how  far  ahead  they  could  comfortably 
predict  information  technology's  capi- 
tal expenditures,  occupancy  costs, 
head  count,  capacity  utilization  and 
price/performance.  Ninety-six  percent 
of  those  surveyed  reported  their  vision 
to  he  limited  to  three  years  or  less. 

"Here  you  have  the  technology 
stewards  of  the  organization  saying 
they  can  only  predict  the  future  for 
three  years,"  concludes  Gateway  CEO 


and  president  Ray  Manganelli.  "Yet 
they  are  signing  outsourcing  contracts 
that  average  about  nine  years.  That 
means  they  have  no  way  of  measuring 
their  needs  and  costs  for  years  four 
through  nine." 

Legal  Straitjackets 

If  Manganelli  is  correct,  at  least  some 
outsourcing  pioneers  will  soon  come 
to  realize  that  they've  put  themselves 
in  technological  straitjackets.  They 
will  want  out — or  at  least  a  looser  fit. 
Buying  that  freedom  could  cost  plenty, 
as  two  banking  organizations,  Integra 
Financial  Corp.  and  Equimark  Corp., 


discovered  last  year  when  they 
merged.  Because  they  had  both  signed 
previous  outsourcing  contracts,  they 
needed  to  terminate  one,  at  a  cost  of  | 
$4.5  million — more  than  one  of  the 
two  banks  was  paying  for  a  full  year  of 
IS  services. 

This  was  the  same  unpleasant  les- 
son learned  last  year  by  Freeport- 
McMoRan  Inc.,  a  natural  resources 
company  in  New  Orleans.  The  pact 
that  Freeport  made  with  EDS  in  1988 
came  apart  in  1992,  primarily  because 
Freeport  found  large  deposits  of  gold 
and  copper  in  Indonesia.  This  good  for- 
tune spurred  the  company  to  channel 
money  to  its  core  businesses,  thus 
reducing  its  need  for  EDS's  systems 
services.  The  bad  news:  Freeport  had 
to  pay  for  relocation  of  EDS  personnel 
when  it  opted  out  of  its  10-year  deal 
less  than  halfway  through  the  contract 
period.  The  company  had  to  pay  still 
more  in  transitional  costs  to  switch  to 
three  new  outsourcers:  IBM's  Integrat- 
ed Systems  Solution  Corp.  (ISSC)  for 
mainframe  operations,  Andersen  Con- 
sulting for  applications  development 
and  maintenance,  and  Computerland 
Corp.  for  PC  and  LAN  support.  This 
time,  Freeport  signed  up  for  just  five  1 
years  with  Andersen  and  Computer-  I 
land,  and  10  years  with  ISSC. 

In  the  midst  of  this  expensive  tran-  i 
sition,  not  surprisingly,  Freeport  con-  j 
sidered  reestablishing  its  own  IS  func  ir 
tion.  The  price  was  too  high.  And  out  is 
sourcing  was  indeed  accomplishing 
what  Freeport  had  found  so  difficult  tc  » 
do  on  its  own:  attract  and  retain  tal 
ent,  particularly  systems  programmers  % 
in  Louisiana. 

Zale  Corp.  of  Irving,  Tex.,  encoun  h1 
tered  the  same  kind  of  problem  for  <  a 
very  different  reason.  Zale  signed  on  a:  fc 
ISSC's  first  customer  in  May  1991  anc  $ 
turned  over  its  IBM  mainframe  and  j 
modest    dial-up    network.    Sever  -.. 
months  later,  the  retail  jeweler  filec  v 
for  protection  under  Chapter  1 1  bank  fa 
ruptcy  laws.  In  a  contract  intended  tc  | 
cover  all  eventualities,  this  circum 
stance  was  not  specifically  delineated 
However,  Zale  was  able  to  use  bank  v 
ruptcy  as  a  powerful  lever  to  bring  ISSC  ;- 
back  to  the  negotiating  table,  winnin;  S;. 
more  favorable  terms— a  shorter-term 
contract,  for  One — and  sidesteppinj 
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Remember  Humpty  Dumpty 

As  olignment  with  corporate  strategy  becomes  the  new  management  rationale  for  outsourcing,  more  exec- 
utives are  likely  to  consider  it,  even  if  just  to  rule  out  the  option.  For  those  who  go  ahead,  the  weather  is 
favorable.  Companies  like  Bethlehem  Steel  are  figuring  out  how  to  better  protect  themselves  against  the 
uncertainties  of  long-term  agreements  than  did  the  outsourcing  pioneers.  A  body  of  law  has  grown  up 
around  such  agreements,  and  a  support  group  of  consulting  firms  has  developed  to  help  componies  apply 
it.  All  users  are  benefiting  from  the  heightened  competition  among  vendors  such  as  EDS,  ISSC,  CSC,  Ander- 
sen Consulting,  DEC  and  others. 

Still,  the  finality  of  any  outsourcing  decision  must  be  kept  in  mind.  EDS  and  ISSC,  the  vendors  vying 
for  Bethlehem  Steel's  business,  told  top  management  that  they  could  put  the  company's  IS  operations 
bock  together  again,  if  necessary,  at  the  end  of  the  contract  period.  "They  were  trying  to  make  some  of 
our  board  members  feel  more  at  ease,"  technology  vice-president  Walter  Bargeron  says.  "But  I  told  them, 
'Once  we've  done  it,  we've  done  it.'  It's  very  unlikely  we  could  ever  bring  IS  in-house  again." 


|i  penalties. 

Not  that  ISSC  did  a  poor  job.  Zale 
fe  officials  figure  outsourcing  has  yielded 
l|  a  15-percent  saving  for  the  company, 
v  based  on  an  annual  IS  budget  of  about 
[i  $20  million. 

Having  been  struck  by  adversity 
soon  after  signing  a  long-term  con- 
tract, Zale's  vice-president  of  IS,  David 
■  Karney,  has  some  advice  to  share:  "For 
i  anyone  who  anticipates  a  major 
: change  in  structure — whether  disposi- 
tion of  units,  acquisition,  Chapter  11 
ror  any  other — it's  not  a  good  idea  to 
I  outsource  IS."  If  Zale  had  been  merely 
financially   hobbled,   rather  than 
i  brought  to  its  knees  in  bankruptcy, 
lISSC  might  not  have  been  persuaded  to 
ireopen  the  contract, 
mi      The  experiences  of  Freeport  and 
Zale  further  beg  the  question:  How 
a  can  executives  predict  a  future  that 
st  may  render  outsourcing  particularly 
at  troublesome?  They  can't,  maintains 
:  iGateway  CEO  Manganelli,  going  on  to 
:  tpredict  that  no  eight-  to  10-year  deal 
'.'  signed  in  1993  or  1994  will  go  uncon- 
ic!  tested  and  unlitigated  for  the  entire 
u:  contract  period. 
N 

i  Two-Foot-Thick  Contracts 

it!  The  ink  on  Bethlehem  Steel's  $500 
million  contract  with  EDS  has  barely 
a  dried.  Still,  Walter  Bargeron,  vice-presi- 
.  dent  of  technology  and  quality  assur- 
uf,  ance  at  Bethlehem,  admits  that  "there 
i  is  no  way  this  contract  will  stay  intact 
;  :or  the  full  10  years.  You  can  bet 
.:  >omething  will  arise." 
!    This  eventuality,  however,  doesn't 
i  aze  Bargeron,  who  oversaw  prepara- 
tion of  a  two-foot-thick  contract  that 
:c.  fakes  into  consideration  all  manner  of 
!   xmtingencies.  His  deal  with  EDS  is 
or  lesigned  in  such  a  way  that  it  should 
1 1  wove  equally  profitable  for  a  variety  of 
jr.  i  echnological  solutions.  Example:  EDS 
lev;  aas  no  incentive  to  tie  Bethlehem 
iteel  to  higher-profit-margin  main- 
v  Irames  should  an  approach  such  as 
jco  ;lient/server  become  desirable. 

Bethlehem  Steel  spent  an  estimated 
;!  i82.6  million  on  IS  in  1992  and  antici- 
\i  lates  a  "substantial  reduction"  in 
iiinual  costs  under  the  EDS  agreement, 
largeron  considered  negotiating  for  a 
ihorter  contract  life  and  spreading 
esponsibility  for  data  center  opera- 
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tion,  networks  and  applications  devel- 
opment among  different  vendors — the 
common  wisdom  from  the  user's 
standpoint.  Ultimately,  he  decided  to 
partner  with  EDS.  "We  decided  it  had 
to  be  one  vendor,  long  term,  no  sub- 
contracts— from  the  mainframe  to  per- 
sonal computers,"  he  says. 

Assuming  a  company  is  willing  to 
gamble  on  outsourcing,  how  much  to 
pay?  "We  all  know  it's  'hold  the  finger 
in  the  wind,'"  admits  one  executive 
who  negotiated  his  company's  deal. 

For  example,  in  signing  a  10-year 
contract  with  ISSC  that  began  last  year, 
Continental  Bank  Corp.  of  Chicago 
simply  multiplied  by  10  its  1992  IS 
budget  (a  httle  more  than  $70  million), 
thus  agreeing  to  pay  a  reported  $700 
million  over  the  life  of  the  contract. 
Although  Continental  has  never  pub- 
licly valued  the  deal,  and  nowhere  in 
the  telephone-book-size  contract  does 
the  estimate  of  $700  million  appear, 
vice-chairman  Richard  Huber 
acknowledges  that  one  may  end  up  at 
that  number  by  simple  arithmetic. 
"Inflation  would  make  the  cost  go  up, 
but  the  knowledge  curve  would  make 
it  go  down,"  he  says,  "so  we  took  the 
mean.  It  wasn't  a  highly  sophisticated 
projection,  but  what  else  can  you  do?" 

Huber  isn't  worried  that  his  deal 
makes  such  ballpark  assumptions.  The 
contract  does  lay  out  volumes  of  per- 
formance indexes  which  will  deter- 
mine the  bank's  actual  payouts.  As 
price/performance  improves,  Conti- 
nental and  ISSC  will  do  as  all  good 
partners  do:  split  the  savings.  In  1992 
the  bank  spent  about  $62  million  on 


its  IS  services — some  $10  million,  or 
12  to  15  percent,  less  than  the  project- 
ed budget  without  outsourcing,  Huber 
estimates. 

A  few  months  before  Continental 
signed  its  deal,  General  Dynamics 
Corp.  of  Falls  Church,  Va.,  sold  off  its 
data  centers  to  Computer  Sciences 
Corp.  (CSC),  then  leased  back  services 
in  a  10-year  arrangement  widely  report- 
ed to  be  worth  $3  billion.  But  that  fig- 
ure, like  most  others  in  the  murky 
world  of  IS  outsourcing,  is  more  fantasy 
than  fact.  As  they  say  in  the  govern- 
ment, the  whole  deal  is  IDIQ — indefi- 
nite delivery,  indefinite  quantity — 
because  the  General  Dynamics  that 
signed  with  CSC  no  longer  exists:  Four- 
and-a-half  of  eight  divisions  have  been 
sold  off,  and  their  separate  outsourcing 
contracts  with  them. 

What  General  Dynamics  has  specif- 
ically agreed  to  pay  CSC  is  a  minimum 
of  $270  million  in  1992  and  1993,  and 
$260  million  in  1994.  Thereafter,  the 
company  must  pay  at  least  90  percent 
of  its  estimated  annual  use  of  IS  ser- 
vices. This  will  be  determined  during 
an  annual  joint  budgeting  process  in 
which  each  division  of  General 
Dynamics  will  set  its  requirements 
and  CSC  will  provide  costs. 

General  Dynamics  actually  paid 
CSC  almost  $400  million  in  1992— 
considerably  more  than  its  minimum 
obligation  and  approximately  what  it 
estimated  it  would  have  spent  if  IS  had 
stayed  in-house.  "The  numbers  are  all 
out  in  the  different  units,"  says  Asaph 
Hall,  corporate  vice-president  of  IS  and 
administrative  services.  "But  I  know 
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o  your  customer, 
corporate  headquarters 

is  here. 


A  field  office.  A  branch.  A  retail 
on.  To  a  customer,  that's  your 
ny.  One  small  part  of  the  whole, 
doesn't  give  you  a  whole  lot 
erage  at  the  point  of  customer 

Bt. 

But  now,  a  powerful  new  ap- 
h  to  business  can  leverage  your 
enterprise  at  each  of  your  loca- 
resulting  in  unparalleled  cus- 
I  service.  It's  brought  to  you  by 
j  is  and  captured  in  just  one  word- 
Imerize. 

I  iWhen  we  customerize  your  enter- 
I  we  extend  the  full  capabilities  of 
information  technology  out  to  the 
i  fvhere  your  customers  are.  Where 


business  is  generated.  As  the  world 
leader  in  customerizing  business, 
Unisys  shapes  your  information  strat- 
egy to  serve  customer  needs  for  effi- 
ciency, timeliness,  access  to  product 
information,  and  more.  And  through 
the  information  a  customerized  system 
circulates  back  into  your  organization, 
you  can  achieve  major  gains  in  produc- 
tivity and  control. 

With  a  vision  for  the  business  of 
the  '90s-a  vision  put  to  work  by 
advanced  solutions,  open  systems,  and 

UNiSYS 

We  make  it  happen. 


professional  services-Unisys  can  turn 
customer  service  into  a  strategic 
advantage. 


CUStomer-ize  kus'-ta-ms-rize'Xv/ 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3:  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE.  BUSINESS- 
CRITICAL  SOLUTIONS.  REVENUE  GENERATION 


Whatever  your  business,  call  us  at 
1-800-874-8647,  ext.  11.  Ask  how  Unisys 
can  help  customerize  your  company. 
And  put  your  business  objectives 
squarely  on  the  map. 


j'isys  Corporation 


customerize  services  are  a  service  mark  of  Unisys  Corporation 


A  Contract  Checklist 

Outsourcing  your  total  IS  operation  may  be  the  largest  deal  your  company  enters  into  in  any  given 
year.  Caution  and  preparation,  therefore,  are  imperative.  Consider  these  points: 

•  While  this  is  probably  the  first  contract  you  hove  negotiated  for  outsourcing  IS,  your  vendor  hos 
done  hundreds.  Seek  help  from  at  least  one  consulting  firm  to  objectively  benchmork  your  opera- 
tions and  enlist  another  to  advise  you  during  negotiations. 

•  Before  sending  out  a  Request  for  Proposal,  prepare  a  1 0-yeor  plan  that  details  the  greatest  ben- 
efits you  can  expect  to  reap  from  keeping  IS  in-house  in  terms  of  costs  and  accomplishments.  This 
document  becomes  your  point  of  comparison  for  what  outsourcers  hove  to  offer. 

•  Negotiate  contracts  for  each  division  so  that  if  one  is  divested,  the  overall  contract  need  not  be 
modified. 

•  For  competitive  purposes,  retoin  control  over  the  development  of  your  most  crucial  applications. 

•  In  quantifying  noncritical  applications  development,  use  metriclike  function  points  to  illustrate 
the  complexity  of  work  in  an  objective  measure  (this  will  oppecl  to  CFOs). 

•  Moke  sure  your  outsourcer  has  a  financial  incentive  to  help  you  migrate  to  less  expensive  com- 
puting platforms. 

•  Expect  board-level  executives  to  spend  six  to  12  months  familiarizing  themselves 
with  the  outsourcer's  management  team.  High-level  trust  is  vitol  to  this  long-term  relationship. 


the  savings  are  there  because  we  did 
more  last  year  for  the  same  amount  of 
money." 

The  contract's  variable  nature, 
which  hinges  on  how  much  informa- 
tion processing  General  Dynamics 
requires,  makes  it  impossible  for  Hall 
to  predict  how  much  his  company  will 
save  in  later  years.  But,  he  says,  "that's 
exactly  what  we  were  trying  to  accom- 
plish: change  fixed  IS  costs  into  vari- 
able costs  so  wr  could  turn  the  spigot 
up  or  down."  Given  the  Clinton 
administration's  avowed  goal  of  slash- 
ing defense  expenditures,  General 
Dynamics  will  probably  turn  the  com- 
puter services  "spigot"  down  in  com- 
ing years. 

Up  front,  the  company  drew  life 
from  the  $2(X)  million  cash  injection  it 
received  from  CSC  for  its  three  major 
data  centers,  28  other  IS  facilities,  and 
all  hardware  therein — specifically,  sev- 
eral Amdahl  and  IBM  mainframes,  hun- 
dreds of  VAXes,  thousands  of  high  end 
engineering  workstations  and  thou- 
sands more  personal  computers. 

"This  was  purely  a  financial  trans- 
action," observes  Joseph  Izzo,  vice- 
president  of  Santa  Monica,  Calif.-based 
A.  T.  Kearney  Inc.  "General  Dynamics 
wanted  to  move  tixeii  assets  into  cash 


and  also  get  more  flexibility  in  down- 
sizing. The  IS  organization  would  have 
been  a  burden  on  them." 

Buying  the  Leading  Edge 

Del  Monte  Foods,  on  the  other  hand, 
signed  an  outsourcing  deal  with  EDS 


last  November  primarily  to  hurtle 
itself  ahead  in  its  use  of  technology.  I| 
it  had  not  done  so,  CIO  David 
MacPherson  maintains,  the  company 
would  have  had  to  follow  a  trailing^ 
edge  technology  strategy  because  it's 
in  a  business  that  is  capital  conj 
strained.  The  food  producer  will  pa> 
approximately  $150  million  over  1C 
years  for  data  center  and  telecommu 
nications  services,  as  well  as  applica 
tions  maintenance.  These  services  repi 
resent  the  fixed-expense-stream  side  oi 
the  equation,  which  adds  up  to  a  fixec 
savings  of  $3.5  million,  or  20  percent 
in  the  first  year.  New  developmen 
remains  outside  the  agreement,  allow 
ing  Del  Monte  to  tap  EDS  or  any  othe 
vendor  for  this  support. 

"There  are  so  many  things  in  II 
years  of  new  technology  that  you  can' 
imagine,"  says  MacPherson.  "You  ar 
just  forecasting  on  your  best  esti 
mate."  Outsourcing  will  allow  De 
Monte  to  shift  technologies  withou 
investing  capital.  As  for  whether  hi 
four  months  of  presigning  analysis  an 
negotiation  yielded  a  financially  soun 
deal,  MacPherson  says,  'Ask  me  the 
in  four  years."  (g 

George  Harrar  writes  and  edits  fror 
Wayland,  Mass. 


THICK  TRANSIT  GLORIA  Despite  a  contract  two  feet  thick,  Bethleherr 
Steel's  deal  with  EDS  may  not  go  the  distance. 
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Introducing  The  PCX,  The  World's  Smallest  Cellular  Flip  Phone. 
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COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


Quick  Studies 


By  David  Strom 


Buying  Your  First  Network? 

Macs  or  PCs!  Ethernet  or  coaxial  cablet  Central  servers  or  peer-to-peerl  It  all  seems 
rather  daunting  if  you  have  never  linked  up  your  office  computers  in  a  network 
before.  Stop  worrying.  ASAP's  network  expert  tells  you  how  to  get  started. 


MAKING  CONTACT  Not  too  long  ago,  if  you  wanted  to  network  even  a  small  office,  you  needed  custom-made  gear 
and  a  high-priced  consultant.  Today,  you  can  buy  most  of  what  you  need  at  your  local  computer  store. 


[small  businessperson  doesn't  have 
?e  left  out  in  the  cold  when  it  comes 
letworking  his  or  her  computers, 
ltrary  to  popular  belief,  networking 
lot  only  for  the  superskilled,  the 

Jatic  fringe  or  the  specialized  integra- 
Most  of  the  process  can  be  done  by 

fry  businessperson,  without  the  need 

[earn  a  new  language  and  new  skills. 
In   many   cases   the  decisions 

[olved  in  setting  up  a  network  are 

|ier  for  a  small  business  (one  with 
than  $1  million  in  annual  sales)  to 

Ike  than  for  a  large  business:  setting 


corporate  standards  doesn't  require  sat- 
isfying stakeholders  in  multiple  depart- 
ments, purchase  authority  is  clearer, 
and  the  needs  of  the  work  group  and 
the  corporation  are  the  same. 

Most  networks  are  actually  small — 
fewer  than  50  nodes  per  file  server. 
This  is  partly  a  function  of  history — file 
servers  couldn't  handle  more  nodes — 
and  partly  a  function  of  the  importance 
of  small  work  groups  in  the  purchase 
decision.  Indeed,  Novell's  most  popular 
sizes  of  server  software  are  for  fewer 
than  50  nodes  per  server. 


Given  this  encouragement,  here  ar 
10  questions  to  answer  before  yo 
decide  to  take  the  plunge  into  network 
ing.  They  assume  you  already  use  som 
computers  to  run  part  of  your  business 

1 What's  the  business  benefit 
Is  networking  going  to  shrin 
receivables?  Cut  inventory 
Improve  profits?  Enhance  custome 
relations?  Reduce  response  time?  Thes 
are  the  carrots  that  lots  of  high-price 
consultants  would  dangle  in  front  ( 
you,  but  examine  them  carefully.  Loa 
at  these  claims  not  as  a  technologis 
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For  minds  that  cover  a 
lot  of  ground,  we 
jresent  the  new  IBM 
S  hinkPad®  720s. 
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lepending  on  usage  and  configuration. 


machine.  Just  touch  the 
exclusive  TrackPoint™  II 
pointing  device  to  send 
the  cursor  where  you 
want  ittogo.The720C 
has  a  dazzling  10.4" 
color,  active -matrix, 
TFT  display — the  largest 
color  notebook  display 
out  there.  Both  models 
feature  the  new  genera- 
tion of  PCMCIA  credit- 
card- size  adapters. 
Simply  slide  one  in  to 
connect  via  modem, 
LAN  or  host  network. 
And  every  ThinkPad  comes  with 
t  "Thank  You's  from  ThinkPad" — 
a  booklet  packed  with  nearly 
$4,000  in  savings  on  valuable 
mobile  products  and  services.* 
For  more  information  or  an  IBM  author- 
ized dealer  near  you,  call  our  Personal 
Systems  HelpCenter®  at  1  800  772-2227  or 
TDD/ASCII  1  800  426-4238.  In  Canada,  call 
1  800  465-7999.  Now,  choosing  the  ultimate 
notebook  is  hardly  rocket  science. 
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-  Quick  Studies 


but  as  a  businessperson.  Perhaps  the 
best  method  is  to  put  on  your  consul- 
tant's hat  and  take  a  thorough  look  at 
your  business  processes.  Sure,  many 
benefits  are  hard  to  quantify.  If,  howev- 
er, you  can't  find  one  process  that  bene- 
fits from  networking,  then  skip  this 
article,-  you  are  fine  with  whatever 
computing  gear  you  already  have. 

2 What's  the  purpose  of  net- 
working, anyway?  Most  people 
want  to  share  something  among 
their  complement  of  computers:  files, 
printers,  modems,  whatever.  Is  this 
sharing  going  to  work,  or  is  it  just 
something  that  you  and  the  CEO  have 
cooked  up?  Does  your  staff  see  the  ben- 
efits of  sharing  computer  resources,  or 
does  everyone  already  have  their  own 
printers  and  modems  and  think  they 
are  doing  just  fine? 

There  are  other  motivations  for  net- 
working: backup,  communications  and 
data  access.  Of  these  three,  "People  buy 
a  network  primarily  for  backup,  espe- 
cially our  law  firm  clients,"  says  David 
Horowitz,  a  principal  with  Landmark 
Data  Systems  Inc.,  a  New  York  City- 
based  network  integrator.  "Backup  real- 
ly is  the  best  reason  for  a  network,  even 
better  than  printer  sharing,"  agrees 
Dwight  Scott  Miller,  network  manager 
for  Kent  Moore  Cabinets  Inc.,  Bryan, 
Tex.  "I  consider  it  a  hanging  offense  to 
put  company  data  anywhere  except  on 
the  server  without  permission  in 
advance.  Then  I  back  up  the  server 
twice,  taking  one  copy  off-site." 

3 Does  networking  really  pay? 
Now  that  you  know  your  bene- 
fits, start  to  look  at  the  costs. 
Here,  you'll  have  to  investigate  the 
actual  technologies.  For  example,  let's 
look  at  one  of  the  most  frequently 
mentioned  benefits  of  networking: 
sharing  expensive  laser  printers.  Print- 
ers come  in  all  shapes  and  sizes,  rang- 
ing in  price  from  $800  to  $8,000. 
Choosing  the  right  one  for  you  or  the 
one  that  hooks  up  to  your  network  is 
not  simple.  So  put  technology  aside  for 
a  moment  and  think  about  it  as  pure 
economics. 

Does  it  make  sense  to  invest  $10,000 
in  various  network  gear  to  share  a 
$1,000  laser  printer?  Not  for  this  sce- 
nario: "If  all  anyone  wants  to  do  is  to 
share  a  printer,  get  a  few-hundred-dollar 
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switch  box  and  you've  solved  the  prob- 
lem," says  Horowitz.  Does  it  make 
sense  to  invest  $15,000  in  various  net- 
work equipment  to  share  a  more  expen- 
sive laser- printer  because  the  $1,000 
models  can't  hold  enough  paper  to  last 
more  than  15  minutes  and  don't  have 
multiple  bins  to  hold  envelopes  or  letter- 
head? Maybe,  depending  on  how  much 
you  value  the  time  your  staff  would  take 
to  go  to  and  from  the  printer. 

If  you  can't  really  evaluate  these 
technologies,  stick  with  the  cheapest 
Hewlett  Packard  printers  you  can  find 


the  server  for  files  others  need,  goes  on 
vacation  for  a  week?  If  he  turns  his 
computer  off  and  locks  his  office,  his 
server  is  unavailable. 

If  you  have  relatively  simple  file  and 
printer-sharing  needs,  already  have  pur- 
chased a  mix  of  PCs  running  DOS  and 
Windows,  and  want  to  start  network- 
ing with  a  minimal  investment  of  gear 
and  expertise,  then  check  out  products 
such  as  Artisoft's  Lantastic  or  Novell's 
Personal  NetWare. 

If  you  have  100  percent  of  your  PCs 
running  Windows,  and  each  PC  is  using 


One  network  manager  considers  it  "a 
hanging  offense"  to  put  company  data 
anywhere  except  on  the  server  without 
permission  in  advance.  "Then  I  hack  up  the 
server  twice,  taking  one  copy  off-site. "  he  says. 


and  do  some  five  research.  You'll  find 
out  what  works  and  what  is  needed 
without  having  to  hire  a  consultant  or 
buy  gear  that  won't  fit  later  on. 

You  might  have  difficulty  quantify- 
ing everything,  such  as  the  cost  of  soft- 
ware piracy  and  its  associated  legal  lia- 
bilities. "Companies  should  think  care- 
fully about  prevention  of  and  monitor- 
ing piracy,"  says  Jonathan  Ezor,  an 
attorney  with  Kramer,  Levin,  Naftalis, 
Nessen,  Karnin  &  Frankel  in  New  York 
City.  Ezor  recommends  being  explicit 
about  other  legal  matters,  such  as  the 
right  to  monitor  electronic  mail  con- 
versations and  the  contents  of  individ- 
ual hard  disks. 

4 Which  type  of  network  is 
right:  peer-to-peer  or  cen- 
tral server?  A  peer-to-peer  net- 
work allows  anyone  to  become  a  file 
server  whenever  they  feel  like  it.  "It  is 
so  flexible,  you  can  apply  your  own 
structure  to  it,"  says  Steve  Anner,  a 
computer  systems  consultant  to  Mayes 
&  Associates,  an  accounting  systems 
consultancy  in  Chattanooga,  Tenn. 
However,  this  flexibility  has  its  price — 
namely,  support.  For  example,  what 
happens  if  Sid,  whose  computer  acts  as 


100-percent  Windows  applications 
move  up  to  Microsoft's  Windows  foi 
Workgroups  software,  which  has  the 
peer-to-peer  networking  services  buil 
in.  Although  Workgroups  works  with  i 
mixture  of  Windows  and  straight  DO: 
nodes,  it  isn't  as  easy  as  Lantastic  o 
Personal  NetWare.  "If  you  have  a  DO: 
application  that  you  want  to  share  ove 
the  network,  forget  about  using  Work 
groups,"  Horowitz  says. 

If  you  have  only  Macintoshes,  yoi 
already  have  all  you  need  with  the  soft 
ware  that  comes  with  System  7  to  rur 
a  simple  peer-to-peer  network.  "An  all 
Apple  collection  should  stay  that  way 
if  possible,"  says  network  manage 
Miller. 

If  you  think  the  following  situation 
will  happen  in  your  corporation,  thei 
stay  away  from  peer-to-peer  network 
and  go  straight  for  a  central  server:  yoi 
have  many  branch  offices  or  your  staf 
travels  frequently;  you  want  to  keej 
critical  corporate  data  in  one  place  ant 
make  sure  that  they  are  secure  an< 
backed  up  every  night;  you  want  to  us« 
client/server  databases,-  you  want  t( 
share  large  graphics  files  over  the  net 
work;  you  have  a  mixture  of  Macs 


i 
■ 
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Unix  workstations  and  PCs;  you  have 
more  than  35  machines. 

Remember,  these  are  just  rules  of 
thumb.  There's  lots  of  room  for  varia- 
tion. Some  advocates  of  peer-to-peer 
networks,  such  as  Anner  of  Mayes  & 
Associates,  actually  run  them  config- 
ured as  central  server-based  networks 
and  have  fairly  sophisticated  functions 
ictlsuch  as  modem  pools.  "The  most 
fi  [important  advantage  for  us  is  ease  of 
use,"  Anner  says. 

Others,  like  Miller,  "wouldn't  use 
eer-to-peer  networks  in  any  group 
arger  than  that  behind  one  door.  Geog- 
aphy  is  the  deciding  factor  here,  not 
oup  size." 

What  should  run  on  your 

server  applesh  are,  unix, 

Vines  or  NetWare?  Choose 
!  Appleshare  if  you  have  only  Mac  clients 
bn  your  network  and  don't  plan  ever  to 
connect  PCs.  Choose  Unix  if  you  can 
*et  all  the  networking  support  you'll 
need  from  a  vertical  systems  integrator 
,  vho  can  supply  you  with  a  complete 
;et  of  applications  to  run  your  business. 
—  /Vhose  Unix?  It  doesn't  matter,  as  long 
ion  is  your  integrator  supports  it  and  you 
rust  that  he  or  she  will  be  around  in 
s  tl:  he  long  haul  (say  the  next  three  years). 
bui1  Choose  Banyan  Systems'  Vines  if  you 
uti  vant  to  run  a  widely  spread-out  set  of 
pi  >ranch  offices  with  minimal  adminis- 
tic  rative  staff,  and  your  business  depends 
,  p  m  these  branch  offices  to  communicate 
,0(  eliably.  Choose  NetWare  for  all  other 
H'oi  leasons,  and  especially  if  you  want  to 
nix  Macs,  Unix  workstations  and  PCs 
;  v,  )n  the  same  network,  or  want  to  run 
C(,  pplications  that  use  Btrieve,  such  as 
,    'latinum's  accounting  software. 

Should  you  go  with  Novell's  latest 
r,   ffering,  NetWare  4.0?  Not  yet.  "I'd 
|DJj  dvise  an  existing  Novell  3.11  user  to 
I  o  slower  with  4.0  than  I  would  a  new 
ia;  |ser,"  Miller  says.  "A  tyro  wouldn't 
, ,  ]  ave  to  unlearn  any  bad  habits."  The 
v J  .0  software,  which  started  shipping 
3[,  his  spring,  does  have  lots  of  com- 
,rJ  elling  pluses,  mcluding  a  more  secure 
-  lethod  to  run  server-based  applica- 
;  ons,  such  as  databases  and  E-mail. 

lowever,  it  is  too  new  for  most  small 
,   usinesses.  Novell  still  hasn't  trained 
.„.  lany  of  its  dealers,  and  third-party 
roducts  will  take  some  time  to  be 
nverted  to  it.  It's  better  to  wait  a  year 


until  Novell  attends  to  these  details. 

6 HOW  MUCH  IS  A  FILE  SERVER 
going  to  cost?  You  need  a 
machine  that  has  enough  storage, 
memory,  processing  power,  tape  backup 
and  power  supply  backup.  Given  that 
prices  are  dropping  fast,  go  with  at  least  a 
486/50  PC  or  68030/25  Centris  Macintosh 
(the  numbers  refer  to  the  processor  and 
its  speed)  and  at  least  500  megabytes  of 
disk  storage  and  16  megabytes  of  main 
memory.  With  the  PC  servers,  stay  with 
the  name  brands:  Compaq,  Dell,  IBM, 
AST  and  Zenith.  "If  these  are  too  pricey," 
Horowitz  says,  "then  stick  with  Novell- 
certified  brand  names." 

You'll  also  need  a  tape  drive  and 
software  (Maynard,  Tecmar  and  Palin- 
drome are  three  leading  vendors)  and 
what  is  called  an  uninterruptible  power 
supply  (American  Power  Conversion 
and  Tripp  Lite  have  complete  lines)  to 
keep  power  to  the  computer  in  the 
event  of  blackouts.  Add  up  all  these 
components,  and  the  total  is  $7,000, 
not  including  the  networking  software. 

7 What  are  your  branch 
offices  going  to  use?  No  sense 
/  designing  a  network  just  for  head- 
quarters and  then  retrofitting  the 
branch  office  a  year  later.  Build  the  net- 
work with  the  branch  offices  in  mind, 
and  start  off  with  remote  connections 
as  part  of  your  plan,  even  if  you  don't 
implement  them  until  phase  two.  How 
will  your  traveling  executives  and 
salespeople  connect  to  the  office  when 
they  are  on  the  road?  Will  they  just 
want  to  send  and  receive  their  E-mail, 
or  will  they  actually  want  at  their  fin- 
gertips everything  that  they  have  in  the 
office?  "Bringing  remote  offices  on-line 
is  not  trivial,"  says  Miller. 

What  about  your  wiring? 
Putting  new  wire  in  your  walls  is 
1  not  cheap,  especially  if  you  inhab- 
it an  older  building  and  all  you  have  is 
existing  telephone-type  wiring.  "Stay 
away  from  this.  Older  phone  cables  are 
not  the  right  thickness  and  don't  have 
enough  twists  per  inch  to  be  the  right 
cable  for  your  networks,"  says 
Horowitz,  who  has  had  many  jobs  fix- 
ing wiring  problems  in  old  buildings. 
"In  some  cases  we've  had  to  recable 
entire  offices."  This  is  something  for  a 
contractor,  but  make  sure  your  con- 
tractor has  done  your  type  of  network 


before.  If  you  have  to  install  new 
wiring,  go  with  a  scheme  that  provides 
two  pairs  of  wires  to  each  desktop.  "If 
you  can  put  all  your  computers  in  one 
room,  go  with  coax,"  says  Miller. 

If  you  are  buying  new  wire,  don't 
scrimp:  Get  the  best  you  can  afford, 
since  many  networking  problems  can 
be  traced  to  poor  wiring  jobs.  If  you  are 
moving  into  new  space,  wire  every 
place  up  ahead  of  time;  you'll  need  it 
eventually.  One  company  where  I 
worked  decided  to  save  money  and 
wire  up  one  department  at  a  time.  Cor- 
porate finance  was  scheduled  for  the 
first  network,  but  as  soon  as  the  wiring 
job  was  done,  finance  moved  down  the 
hall  to  space  that  didn't  have  any  wire. 

9 Phone  Net,  Token  Ring  or 
Ethernet?  Choose  Phone  Net  if 
you  have  all  Macs  and  don't  ever 
plan  on  getting  PCs.  Choose  Token 
Ring  if  you  want  to  connect  to  any- 
thing IBM:  mainframes,  AS/400  or 
RS/6000.  Choose  Ethernet  for  every- 
thing else  (you'll  want  to  get  what  is 
called  the  lOBaseT  flavor  of  Ethernet 
for  your  network  adapters  and  hubs.) 
There  are  other  choices  for  Ethernet, 
but  you  want  to  steer  clear  of  them 
unless,  Horowitz  says,  "you  have  fewer 
than  10  nodes,  in  which  case  coax  is 
fine."  Plan  on  spending  about  $50  per 
node  for  Phone  Net,  $250  per  node  for 
Ethernet  and  $500  per  node  for  Token 
Ring.  This  includes  the  network 
adapter  and  per-node  cost  of  the  hub, 
but  not  the  cost  of  wiring  the  walls. 
^\Who  runs  this  network, 
anyway?  Find  the  person 
-A. with  the  right  mix  of  skills: 
an  interest  in  technology  plus  the  right 
bedside  (or  deskside)  manner  to  explain 
things  carefully  to  the  masses.  "With 
over  20  nodes,  it  is  almost  a  given  that 
there  must  be  a  career  computer  jockey 
in  the  saddle,"  Miller  says.  "Retread 
mainframers  who  have  not  undergone 
ossification  of  the  cranium  make 
damned  good  network  managers.  They 
have  the  business  expertise  as  well  as 
the  fascination  with  the  technology 
that  will  make  your  LAN  a  joy  to  own 
instead  of  a  business-blocking 
headache  or  a  techie-nerd  playground." 

David  Strom  is  a  Port  Washington, 
N.  Y. -based  writer. 
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Quick  Studies 


By  Robert  X.  Cringely 


Life  After  DOS 


Microsoft's  MS-DOS  has  been  around  since  the  personal  computer  Stone 
Age.  The  race  to  create  the  next  standard  (and  industry  tax)  is  on. 


Ms 


Ls-DOS,  the  operating  system  software 
that  runs  on  nearly  100  million  personal 
computers,  is  getting  old.  Microsoft  CEO 
Bill  Gates,  wedded  more  to  business 
than  nostalgia,  is  determined  that  its 
successor  will  be  another  Microsoft 
product.  Microsoft  competitors,  on  the 
other  hand,  view  this  changeover  as  a 
prime  opportunity  to  seize  control  of  the 
market. 

A  bit  of  history:  MS-DOS  was  written 
in  1980  to  run  on  computers  that  used 
Intel's  8088  microprocessor,  a  16-bit  chip 
so  puny  it's  rarely  seen  anymore.  Even 
today,  when  running  on  Intel's  zippy 
Pentium— a  chip  that  runs  100  times 
faster  than  the  8088 — DOS  can  perform 
only  one  task  at  a  time. 

That  DOS  has  survived  as  long  as  it 
has  is  a  testament  both  to  Microsoft's 
marketing  muscle  and  to  the  amazing 
complexity  of  software.  Although  it 
seems  as  if  it  should  be  more  difficult  to 
build  computers — with  their  hundreds 
or  thousands  of  electrical  connections — 
than  it  is  to  write  software,  this  isn't  the 
case.  Software  evolves  by  branching  off 
in  one  or  many  directions.  Each  branch 
can  entail  far  more  complexity  than  the 
original  tree. 

The  more  complex  software  be- 
comes, the  longer  it  tends  to  stay  in  use. 
By  the  time  a  program  grows  to  a  mil- 
lion lines  of  code,  it's  too  complex  to 
change  because  no  one  person  can  un- 
derstand it  all — which  is  why  30-year- 
old  mainframe  computer  programs  are 
still  running. 

Operating  systems  seem  to  hang  on 
for  about  10  product  cycles,  which  ex- 
plains why  the  COBOL  mainframe  soft- 
ware that  automated  big  business  in  the 
early  1960s  is  just  beginning  to  fade. 
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Mainframe  product  cycles — the  interval 
between  successive  generations  of  hard- 
ware— are  about  three  years  long.  In  the 
|c  business,  the  hardware  cycle  was 
originally  18  months,  but  it's  recently 
5een  cropped  to  about  a  year,  meaning 
hat  we've  already  forgotten  about  the 
\pple  II  and  the  BASIC  programming 
anguage.  MS-DOS,  too,  is  at  the  ragged 
;dge  of  obsolescence. 

But  MS-DOS  remains  big  business. 

ianging  onto  that  business  is  impera- 
tive for  Microsoft,  which  has  ridden 
■)OS  to  become  the  largest  software 
■ompany  in  the  world.  This  year,  ac- 
cording to  estimates  from  market  re- 
search and  consulting  firm  International 
■)ata  Corp.,  nearly  20  million  personal 
■omputers  will  be  sold  with  DOS  al- 
fcady  installed,  each  copy  generating  up 
n)  $15  in  profits  for  Microsoft.  And  Mi- 
crosoft sold  more  than  20  million  copies 
Hf  its  latest  DOS  5.0  release  direct  to 
Hsers  last  year.  Gates  &  Company  ex- 
Bect  to  repeat  the  performance  begin- 
jjing  this  spring  with  DOS  6.0. 

I  By  providing  the  operating  system, 
lllicrosoft  also  gleans  an  advantage  in 
wiling  PC  applications,  such  as  word 
Irocessing  packages  and  spreadsheets. 
Tlhis  is  an  enormous  franchise  well 
worth  protecting,  especially  when  one 
mnsiders  that  whatever  replaces  DOS 
H  the  dominant  desktop  operating  sys- 
llm  will  buy  10  to  15  years  of  su- 
ftemacy. 

\  Bill  Gates  knows  that  his  success  is 
jhsed  on  the  de  facto  standard  of  MS- 
HOS.  Even  the  hugely  successful  Mi- 
ilosoft  Windows  is  an  adjunct  to  DOS, 
Which  must  be  present  for  Windows  to 
Hlork.  Gates  leveraged  his  DOS  franchise 
M  popularize  a  graphical  user  inter- 
■jfce — he  jumped  to  Windows  but  took 
■t)S  along  with  him.  Now  he's  doing 
■lie  same  thing  with  pen  computing, 
■lultimedia  computing  and  even  voice 
Mcognition,  making  all  of  these  ad- 
Mlicts  to  Windows,  which  is  in  turn  an 
nMjunct  to  DOS.  Even  Microsoft's  next- 
■■neration  32-bit  operating  systems  will 
■Irry  the  Windows  code  and  emulate 

Ibdos. 

I  On  the  desktop,  Microsoft  is  pinning 
fi  hopes  for  the  future  on  three  operat- 
systems:  Windows  NT  (for  New 
"tchnology),  which  is  slated  to  appear 


in  August;  the  project  code-named 
Chicago,  to  follow  in  1994;  and  Cairo, 
which  is  due  for  1995  release. 

Unlike  DOS,  Windows  NT  is  a  true 
32-bit  operating  system.  It  will  run 
more  than  one  task  or  program  at  a 
time,  it  will  run  on  systems  with  more 
than  one  processor  chip,  and  it  will  run 
on  systems  that  use  RISC  (reduced  in- 
struction set  computing)  processors 
from  Digital  Equipment  Corp.,  Inter- 
graph Corp.  and  Mips  Technologies  Inc. 


as  well  as  on  Intel's  chips.  If  a  program 
crashes  under  Windows  NT,  it  won't 
disturb  other  programs  that  are  running 
at  the  same  time. 

Although  Windows  NT  represents 
an  enormous  technical  step  up  from 
MS-DOS,  its  real  job  is  to  beat  the  com- 
petition to  market  and  dominate  the 
mindshare  of  computer  users  and  pro- 
grammers. After  all,  it  took  six  versions 
and  seven  years  for  the  original  Win- 
dows to  become  an  overnight  success, 
though  even  the  unsuccessful  versions 
of  Windows  scared  away  would-be 
competitors. 

"The  smart  money  is  not  on  Win- 
dows NT  but  on  Chicago,  which  re- 
quires less  memory  and  will  grab  the 
center  of  the  market,"  says  Richard 
Schell,  vice-president  of  product  devel- 
opment for  PC  utility  softwaremaker 
Central  Point  Software  of  Portland. 
"Think  of  Chicago  as  NT  Lite." 

Think  of  Chicago  also  as  the  killer  of 
OS/2,  IBM's  entry  into  the  multitasking 
operating  system  market.  Originally 
written  by  Microsoft  for  IBM,  OS/2  can 
run  DOS  and  Windows  applications.  But 
it  was  aimed  at  Intel's  80286  chip  (Win- 
dows NT  and  its  successors  are  written 
for  the  more  powerful  80386)  and  has 
claimed  only  about  two  percent  of  the 


operating  system  market.  "IBM  missed 
the  technology  boat  with  OS/2,"  says 
Schell.  "They  never  delivered  on  the 
original  promise  of  OS/2,  and  a  lot  of 
[software  developers]  were  burned."  On 
IBM's  side,  OS/2  2.1  is  a  good  piece  of 
software  with  loyal  fans. 

Critical  to  OS/2's  success  is  its  ability 
to  run  Windows  applications.  This  ca- 
pability has  been  facilitated  by  the  Win- 
dows code  IBM  acquired  from  Microsoft 
under  a  joint  development  agreement 


inked  back  in  the  mid-1980s,  when  Mi- 
crosoft and  IBM  were  the  best  of  friends. 
That  agreement  expires  on  September 
15,  and  Chicago — which  will  include  a 
slightly  different  look  and  feel  than  the 
current  Windows  version — will  not  be 
available  to  IBM.  By  deliberately  chang- 
ing the  look  and  feel,  Microsoft  is  trying 
to  leave  IBM  and  OS/2  in  the  dust. 

Microsoft's  other  major  competitor 
is  Apple.  "The  Mac  is  still  a  nicer  inter- 
face than  Windows,"  says  Schell,  "but  I 
am  concerned  about  its  future.  As  Win- 
dows gets  better,  it's  hard  to  say  that  the 
incremental  advantages  of  the  Mac  are 
worth  it." 

Users  won't  make  a  dramatic  techni- 
cal change  to  get  20-percent  better  per- 
formance, which  means  that  IBM  and 
Apple  are  unlikely  to  break  out  of  their 
current  niches,  according  to  PowerSoft 
president  Dave  Litwak.  OS/2  will 
achieve  some  success  among  traditional 
IBM  customers,  and  Macintosh  will  con- 
tinue to  dominate  graphics  and  publish- 
ing. But  even  the  next-generation  oper- 
ating system  for  these  machines  from 
Apple-IBM  partnership  Taligent  faces 
trouble  because  it  is  being  targeted  by 
Microsoft's  Jim  Allchin  and  his  Cairo 
group  (see  sidebar  page  52). 

Unix,  the  longtime  standard  for 


DOS  and  its  graphical  follow-on,  Windows, 
are  an  enormous  franchise  for  Microsoft — 
one  well  worth  protecting,  especially  when 
one  considers  that  whatever  replaces  DOS  will 
buy  10  to  15  years  of  supremacy — for  someone. 
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A  D  V  HIT  I  S 
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Major  Retailers  and  Distributors  ( Change  the  Way  Their  Business  Works 

To  Improve  Efficiency  and  Cut  Costs 


AITING  FOR  the 

paperless  of- 


H 

M/M/    Hce  is  like 
for 

W  W     Godot  —  the 
man  who 
nev  er  showed  up.  Waiting  for 
the  paperless  warehouse  is 
like  waiting  for  a  hit  movie. 
It's  coming  soon  to  a  building 
near  you. 

The  impact  of  the  desktop 
computer  revolution  of  the 
past  decade  primarily  affected 
corporate  managers  responsi- 
ble tor  front-room  operations, 
such  as  financing  and  market- 
ing. Using  corporate  networks 
and  electronic-mail  systems, 
deskbound  white-collar  work- 
ers learned  to  move  and  ana- 
lyze information  at  the  speed 
of  light. 

The  next  frontier  for  productivity 
gains  is  in  the  back  room,  where  ship- 
ping, receiving  and  inventory  timet  ions 
are  handled  by  on-the-move  workers  and 
rloor  managers  who  don't  sit  at  desks 
with  computers.  They're  armed  with 
portable  computers,  connected  by  wire- 
less networks  for  real-time  data  commu- 
nications. As  many  retailers,  manufac- 
turers and  distributors  are  finding,  supe- 
rior logistics  management  is  an  impor- 
tant way  to  improve  overall  corporate 
efficiency  and  profitability. 

The  cornerstone  of  the  brave  new 
warehouse  is  the  ubiquitous  bar  code, 
which  tirst  appeared  on  selected  super- 
market items  in  the  1970s.  Bar  codes, 
now  standard  on  product  packaging 
and  most  shipping  containers,  have 
proved  to  be  virtually  100%  reliable  as 
carriers  of  information.  They're  a  key 
solution  to  the  problem  of  getting  data 
into  host  computers  on  an  accurate  and 
timely  basis,  where  it's  put  to  use  driv- 
ing the  applications  that  allow  man- 
agers to  effectively  control  their  logistics 
operations. 

Another  strategic  technology  driving 


The  Symbol  Spectrum  One  network  helps  the  Hudson's 
Bay  Company  manage  distribution  center  logistics. 


the  wireless  warehouse  of  the  1990s  is 
the  Spectrum  One1'  network,  a  wireless 
data  network  developed  by  Symbol 
Technologies,  Inc.,  which  a  decade  ago 
invented  hand-held  laser  bar-code  scan- 
ners. Symbol's  flagship  product  for 
warehouse  operations  is  the  Laser  Radio 
Terminal  (LRT)  3800,  a  lightweight 
hand-held  bar-code  scanner  with  inte- 
grated 16-bit  DOS  computer  and  high- 
speed radio  frequency  data  communica- 
tions via  Spectrum  One. 

Warehouse  workers,  who  once  wan- 
dered vast  aisles  with  carbon-smeared 
clipboards,  now  execute  tasks  with  hand- 
held laser  scanning  terminals  that  use 
the  Spectrum  One  network  to  feed  and 
exchange  data  with  any  type  of  desktop 
or  mainframe  computer.  The  results  of 


Superior  logistics 
management 
is  the  best  iragj 
to  improrc  or  era  II 
corporate  efficiency 
and  profitabilitu. 


these  on-the-move  data 
transactions  arc  streamline 
inventory  control,  reduced 
trucking  time,  fewer  lost 
shipments  and  improved 
shelf  replenishment. 

STATE-OF-THE-ART 
DISTRIBUTION  CENTER 

For  example.  Hudson's  Bayj 
Company,  North  America's 
oldest  company  (founded  1 
Canada  in  1670),  relics  oni 
state-of-the-art  distributioi 
centers  that  use  the  Symb< 
Spectrum  One  wireless  tec 
nology  to  receive  and  expel 
dite  a  continuous  flow  off 
coded  merchandise  from  i 
numerous  suppliers  to  37? 
stores  throughout  Canada 
Workers  use  Symbol  LR 
3800s  to  scan  thousands  of  incoming 
items  every  day  to  verify  that  vendor  I 
codes  arc  on  the  host  computer  item 
before  items  are  shipped  to  stores.  SS 
ment  turnaround  has  been  cut  to  one 
day,  with  nearly  perfect  accuracy,  a  re 
markablc  record  that  paper-based  log 
tics  managers  cannot  dream  of  equa 
These  recent  advances  in  scanner 
and  computer  technology  bring  data 
terns  into  entirely  new  corporate  env 
ronmcnts  —  with  opportunities  for  if 
creased  productivity  higher  than  wit 
desktop  computers.  Because  hand-h 
scanners  can  be  customized  and  ded 
ed  to  specific  tasks,  mobile  workers 
require  little  training.  And  data  cntr 
simplified  by  the  consistency  of  bar 
eodes,  which,  ensures  speed  and  aecu 
Symbol  Technologies  started  as  a 
code-capture  company  in  1973.  The 
Symbol  of  the  1990s  has  evolved  int< 
worldwide  leader  in  system  building 
blocks  for  bar  code-driven  data  tram 
tion  management. 

So  if  you've  given  up  on  the  paper 
office,  turn  your  attention  to  the  pai 
less  warehouse.  If  you  don't,  your  e<: 
pctitors  will.  ■ 


' 


»OES  YOUR  INVENTORY  HAVE  TROUBLE  FINDING  ITS  WAY? 


liken  faced  with  the  challenge  of  inventory 
introl,  many  companies  don't  know  how  to  get 
in  point  A  to  point  B. 

The  maze  of  issues  confronting  you  can  be  over- 
timing. Do  you  face  excess  inventory  of  items 
jt  don't  need,  or  shortages  of  items  you  do  need? 
1  i  you  shipping  items  to  destinations  either 
early,  or  too  late?  Are  you  able  to  identify  in 
time  the  location  of 
erials  in  your  warehouse 
transit?  asP 


Symbol  Technologies,  the  worldwide  leader 
in  bar  code  data  capture  systems,  has  invented  an 
innovative  radio  frequency  technology  that 
can  help  you  in  a  way  never  before  possible.  Our 
Spectrum  One®  wireless  network  can  help  you 
manage  inventory  more  efficiently  and  profitably, 
and  better  serve  your  customers. 

To  find  out  how  Symbol's  bar  code  data  capture 
solutions  can  change  the  way 
*&Mt&£fTlsM  your  business  works,  call  us 

IlifW  today  at  1-800-SCAN-234. 


Changing  the  way  business  worl 


—  Quick  Studies 


desktop  multitasking  operating  sys- 
tems, is  a  doubtful  contender  for  desk- 
top supremacy.  Too  many  different 
Unix  versions  compete  for  a  small  mar- 
ket. Even  the  llth-hour  alliance  of  six 
top  Unix  vendors  announced  in  March 
(committed  to  standardization  a  year 
after  Windows  NT's  debut)  is  unlikely 
to  make  a  difference. 

That  wonky  Unix  has  survived  at  all 
is  a  testament  to  its  popularity  at  uni- 
versities, and  to  sophisticated  network- 
ing capabilities  that  were  added  to  it  in 
the  early  1970s.  Networking — getting 
different  types  of  computers  to  seam- 
lessly share  data — has  become  key  to 
computing  success  in  the  1990s.  Net- 
working is  so  important,  in  fact,  that 
the  dominant  network  operating  sys- 
tem, NetWare,  horn  Novell  Inc.,  Provo, 
Utah,  may  actually  be  Microsoft's  top 
challenger  in  the  desktop  OS  business. 
Just  as  Microsoft  is  adding  networking 
capabilities  to  Windows,  Novell  is 
adding  to  NetWare  the  ability  to  run 
traditional  desktop  and  minicomputer 
applications,  such  as  sophisticated  data- 
base software. 

Where  does  Steve  Jobs  fit  into  all  of 
this?  Still  on  the  outs  with  the  tradi- 
tional Unix  community,  Jobs'  Next  Inc. 
has  repositioned  its  NextStep  operating 
system  not  as  an  NT  or  Cairo  killer,  but 
as  a  tool  for  stock  traders  and  others 
looking  to  write  custom  applications  in 
record  time.  NextStep  now  is  available 
for  Intel-based  computers. 


s 


o  the  Windows  NT  opportunity  is 
Microsoft's  to  screw  up,  and  they  could 


do  it.  "If  Windows  NT  has  a  downside, 
it's  Microsoft,"  says  the  manager  of  sev- 
eral thousand  PCs  for  a  large  midwest- 
em  manufacturing  company.  "They  do 
not  appreciate  the  importance  of  mis- 
sion-critical support.  Once  a  product 
ships,  99  percent  of  their  effort  is  fo- 
cused on  the  next  version." 

Chances  are,  though,  that  Microsoft 
will  figure  it  out,  continue  its  winning 
ways  and  dominate  the  desktop  operat- 
ing system  market.  That's  why  Mi- 
crosoft competitors  are  looking  off  the 
desktop  for  their  future  growth. 

A  new  software  or  hardware  archi- 
tecture can  take  over  the  desktop  only 
when  that  desktop  is  undergoing  rapid 
expansion.  It  happened  that  way  after 
1981,  when  500,000  CP/M  computers 
were  replaced  over  a  couple  of  years  by 
more  than  five  million  MS-DOS  comput- 
ers. These  days  we're  mainly  replacing 
old  machines  rather  than  expanding  the 
user  base,  and  most  of  the  time  we're 
using  our  new  386  and  486  hardware  to 
emulate  8088s  at  faster  and  faster  speeds. 
Not  a  prescription  for  revolution. 

It  will  take  another  market  expan- 
sion to  drive  a  new  software  architec- 
ture. Because  nearly  every  desk  that  can 
support  a  PC  already  has  one,  the  expan- 
sion will  have  to  occur  where  PCs 
aren't:  both  outside  the  office  for  the  45 
million  workers  who  don't  have  desks, 
and  in  the  home,  where  computing  has 
never  really  found  a  comfortable  place. 
We're  talking  pen-based  systems,  per- 
sonal digital  assistants,  wireless  net- 
working and  smart  TVs. 

Much  of  this  new  technology  will 


begin  to  hit  the  market  this  year,  when 
Apple  ships  its  long-anticipated  New- 
ton handheld  computer  (built  in  Japan 
by  Sharp).  Hyped  as  a  personal  digital 
assistant  and  controlled  via  a  pen  ap- 
plied to  its  LCD  display,  Newton  is 
linked  to  the  world  through  a  wireless 
network.  It  will  be  able  to  take  your 
notes,  manage  your  schedule,  deliver 
your  electronic  mail  and  tell  you  when 
it's  time  to  buy  or  sell  that  stock,  then| 
make  the  trade  for  you. 

But  Newton  is  not  the  computer 
world's  only  foray  into  consumer  elec 
tronics.  Hewlett  Packard  will  soon  pro 
duce  a  similar  unit  based  on  its  sue 
cessful  HP  95LX  handheld  computer 
Then  there's  Apple  spinoff  Genera 
Magic  Inc.  Its  Personal  Intelligent  Digi 
tal  Communicators,  rumored  to  be  du 
this  fall,  may  offer  yet  another  variatio 
on  the  Newton  theme:  GM  has  private 
ly  shown  both  portable  and  office  ven 
sions.  Think  of  General  Magic's  prod 
ucts  as  replacements  for  the  telephone 
Think  of  them,  too,  as  corning  horn 
censees  including  Apple,  Matsushita! 
French  Telecom,  IBM  and  Sony.  Thini 
zillions  of  units.  Think  big  bucks. 

And  don't  forget  the  market  foi 
smart  TVs,  where  companies  like  IBIVj 
Apple,  Silicon  Graphics  and  Nintend 
intend  to  play.  Think  even  bigger  buck 

Bill  Gates,  of  course,  has  been  think 
ing  too,  and  Microsoft  is  working  o 
Windows  versions  tailored  for  all 
these  markets.  Wanna  bet  against  him? 

Robert  X.  Cringely  is  the  field  editor  fc 
Inloworld. 


OOPs — There  Goes  the  Franchise? 


Windows  NT  is  this  year's  big  story.  But  Cairo  represents 
the  key  to  Microsoft's  intended  dominance  of  the  operat- 
ing system  market  in  the  1990s  and  beyond.  Jim 
Allchin's  brainchild,  this  OS  will  no  longer  store  informa- 
tion in  computer  files,-  rather,  it  will  compile  the  infor- 
mation anew  from  myriad  isolated  locations  within  a 
company  each  time  the  user  requests  it.  Instead  of  calling 
up  a  spreadsheet  file  with  last  month's  sales  numbers, 
Cairo  can  generate  instantaneous  sales  numbers  by 
searching  for  and  compiling  that  information.  Cairo 
stores  data  as  objects  (descriptions  of  where  to  find  the 
data,  similar  to  the  way  data  are  stored  in  our  brains), 
rather  than  as  files. 


The  rub?  Object  orientation  is  both  Cairo's  greatest 
strength  and  its  most  obvious  weakness.  Since  all  of 
these  objects  can  be  replaced  with  those  from  Microsoft 
or  from  other  companies,  what's  to  keep  users  from  re- 
placing Cairo  entirely?  Nothing.  There's  an  outside 
chance  that  Microsoft  will  end  up  owning  not  the  market 
but  the  market  standard,  and  it's  hard  to  get  people  to 
pay  for  a  specification. 

The  trend  in  object-oriented  programming  (OOP)  is  to 
put  so  much  of  the  OS  function  in  the  application  that 
the  underlying  OS  is  not  really  important.  There's  a  good 
chance  that  five  years  from  now,  any  new  applications 
will  run  on  all  major  operating  systems. 
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THE  INFORMATION 


1       WAIT  WHILE  w 

YOU  FIND 

T  1 

i  THEY 

REQUESTED? 

If  you  ask  for  your  customers'  patience  every  time  they  ask  a  question,  Lanier's 
2020  or  2080  PLUS  Information  Management  System  is  the  answer.  Each 
optical  system  allows  multiple  workstations  to  process  and  access  informa- 
tion instantly  as  well  as  distribute  simultaneously  Which  allows  your  company 
to  satisfy  customers  more  easily  and  effectively. 

Just  ask  DTI,  one  of  the  fastest  growing  trucking  companies  in  the  nation. 
Lanier's  tailored  solution  allowed  them  to  "increase  productivity  and  accuracy, 
and  make  a  quantum  leap  towards  a  more  professional  level  of  service!' 
Lanier  is  committed  to  doing  whatever  it  takes  to  see  that  your  company 
benefits  from  similar  successes.  If  that's  the  kind  of  customer  service  you'd 
like  to  have,  what  are  you  waiting  for?  Call  Lanier  at  1-800-852-2679  today. 
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Lanier  Worldwide,  Inc. 
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Acxount  Update  lot  Hert'»  Mikr 


Spud's  Spokes 


I" 


ronimwnu  Buyer  at  Bert"*,  '.till  holding  on  order  ot  Model  MB88 
Says  his  customers  want  mountain  bikes  but  more  and  more 
find  the  price  hard  to  swallow  and  walk  away  or  buy  a  standard 
street  bike  I  told  him  about  the  new  store  support  promotion  tori 
the  MB88  but  he  still  won't  bite 

I  gave  him  our  new  Sellers  Guide  to  help  him  move  the  MB88'* 
he  currently  has  in  stock,  but  I  can't  push  him  over  the  tence 
regarding  the  re-order  I  suspect  that  he  is  getting  a  better 
wholesale  price  trom  our  competitors    


This  is  Michelle's  Notes  desktop.  Each  icon  represents  a  different 
Notes  application.  She  uses  these  to  work  with  people  all  over  the 
world  including  the  field  sales  team,  manufacturing,  engineering, 
R&D,  key  customers  and  senior  management,  She  regularly  scans 
activil  ies  in  the  field  by  double  clicking  on  ACCOUNT  STATUS. 


I 

Help 


Hrnpimrif  I  hI  1  In  '1  .iilv-trrmt  show.  :,ti>w*li»wn  in  lir-.l  ijiuMtrr  MlllUt  SMr:>" 


Author  Reggie  Farnsworth    Dale  01/08 

Here's  a  design  Carl  faxed  us  from  the  UK  this  morning 

Ve've  been  noodling  around  wilh  iust  ihis  kind  ol  idee  tor  some  lime  now  We've  got  some  viable 
liewings  and  some  preliminary  cost  figures,  which  we  can  sharpen  up  lot  Friday's  presentation, 
ooks  like  we  con  produce  this  unit  (or  about  22%  more  than  ihe  StreetSizzler 

^anulectunng  says  it  we  get  the  plans  and  materials  to  them  in  3  weeks  they  can  begin  re-tooling 
md  go  on-line  in  roughly  60  days  even  sooner  it  we  reduce  our  current  build  order  on  the  model 
(1888  Engineering  will  route  the  new  specs  to  purchasing  tomorrow  tor  estimates  on  availability 
it  materials   We'll  have  a  prototype  ready  lor  Friday's  presentation 


Today,  she  notices  a  number  of  entries  regarding  a 
slow-down  in  closing  first  quarter  reorders  for  their  mosl 
popular  model,  the  MountainMaster  off-road  bike.  It 
seems  the  market  for  this  high-priced  bike  is  beginning  to  dry  up.  Thi; 
coi lid  be  a  major  problem. 
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Cyi  liny  Industry  News  wire    fjy  Iv.ue  Dale    M   Vn-w 


Title 

Cconomy 
l.quipment 

1 1/1 8/92  Japanese  Component  Sales  Soar  in  US  as  Dollar  Strengthens 
11/23/92  New  Brake  Lever  Mourned  Shitting  Gains  Acceptance  as  Prices  Fall 


'  2/\        French  Manufacturer  Expected  to  Announce  Mid-Range  ATB/Roed  Bike 


MMMiml 

on  no 

Olt-Ru 
S«tttty 
stnni]. 


Cycling  Industry  Newswire 


opir(u)  Equipmer 
DIMM)  Business' 

MD:  n/ie/% 


MOMTAGNE  Fiance  (1 8  November)  -  French  Bicycle  Monul 
announced  today  that  if  is  lest-marketing  o  new  line  of  mid-ror 
i 1 1  Ibetafgeted  •  n  ^  iM  -taational  marker  and  i^  b?mqie: 


The  next  morning  she  checks  into  the  DISCUSSION  database 
and  this  time  finds  an  entry  from  Reggie  in  R&D.  Reggie  had 
also  read  Jim's  message  and  is  responding  with  a  possible 
solution  his  people  have  been  playing  with.  He  pastes  in  an  autocad  illustration 
faxed  to  him  from  the  U.K.  using  a  Notes  incoming  fax  gateway. 


6. 


hems     I  With  a  presentation  on  Friday,  Michelle  gets  down  t 

some  Q1"^  market  research  by  opening  up  the  CYCLIfj 
INDUSTRY  NEWS  database.  An  organized  source  ofliv 


industry  data,  it  provides  a  news  report  on  a  French  company  that 
a  couple  months  head  start  developing  a  hybrid  bike. 


Ibseehowfastj^i 
Lotus  Notes,  just  ml 


What  would  you  do  if  you  suddenly  found  out 
that  your  key  product  was  in  trouble?  Could  your 
organization  react  quickly  and  effectively 

We've  chosen  this  as  an  ideal  situ 
tion  to  demonstrate  the  power  of  Lotus 
Notes:  See  how  Notes  improves  busi- 
ness performance  by  accelerating 
processes  and  helping  people  work 
together  more  effectively. 


Michelle  Cliffmgton  is  a  product!  ^ 
manager  for  a  bicycle  manufacturer.  £ 
responsible  for  all  product  plann 
market  research  and  market 
activities  for  her  product  lir 
Notes  helps  her  shift  gears 
rush  a  new  product  to  marj 
See  how  she  accesses, 
tracks,  shares  and  organizes 


InCuuih  call  l-HOD-GO-LOTl'S  •  I'i'l:;  Lulus  l)c\,-ln|im<'iit  Corpt 


l-  nrly  Ircnd  shows  slowdown  in  llml  quarter  MUHH  S;ilcn  \A  Flrsportflf  »)  DEI 


Aulho 

Topic 


Early  trend  sho 


,loWlil< 


t  quarter  MB88  Stile 


reps  are  teporting  that  Ihey  ate  having  difficulty  closing  01  f  eotdeti  tor  the  MB86 

>ntly.  Mores  ere  still  left  with  inventory  If  orn  OA  end  see  sales  in  this  category  slowing  do1 

site  ouf  puce  in  the  mountain  bike  category  as  a  potential  factor  in  the  decline  in  sales 
lie  loi  our  Atlanta  rep'*  report  D  The  latest  competetive  pnctng  analysis  (see  below) 
thotwe  are  still  pticed  at  a  premium   Let's  discuss  lowering  our  price  response  to  this 


Spud's  Spokes 

1993  Competitive  Analysis 


She  decides  to  recommend  a  price-reduction  and  double 
clicks  into  the  STRATEGIC  PRODUCT  DISCUSSION 
database.  This  provides  an  organization-wide  forum  to 
discuss  issues  and  brainstorm  solutions.  She  links  the  report  from  the 
Atlanta  rep  directly  into  her  Notes  document.  Then  she  uses  DDE  to 
embed  some  1-2-3"  charts  into  her  document  as  well. 


Date 


Actio 


'9?  StmetSirrlcr  Ad  plan 
Assembly  Div  Budgot  for  4lh  Qunrtur 
Development  Resource  plan 
ECO  for  MB88  Hondtubos 
Letter  to  dealers  announcing  Fall  promoln 
Matonal  Components  lor  HH93 
02/25/92 
02/25/92 
02/26/92 
Pricing  Pfopo 
01/09/93 
01/09/93 
01/10/93 
01/10/93 


01/1 


Original  Document 
Approved  by  Mary  Kellerman 
Approved  by  Rick  Jones 
al  lor  new  HillMoppor  model 

Approved  by  Reggie  FomBworth  Sentto  Ale*  Miller  toi 
Approved  by  Alex  Miller  Serttto  Nancy  Weisi 

Edited  by  Nancy  Weiss  Senl  to  Art  Jameson 

Approved  by  Art  Jameson  Senl  to  Richard  Wu  t 

Edited  by  Richard  Wu  Sent  to  Qp-rnorid  Wilson 

iffniBBiHsma.i.ii.i.ii.uiJij.uj 


Routing  list  Mary  Kellerman  Rick  Jone 
Sent  to  Pick  Jones  loi  lurther  approval 
Final  rouling  10  Richard  Wu  lor  release 

approval 


Later  in  the  day  she  re-enters  the  DISCUSSION  data- 
base looking  for  responses.  Her  boss,  John,  has  logged 
on  from  his  hotel  room  in  San  Francisco.  Rather  than 
cut  the  margin,  he  suggests  she  explore  the  feasibility  of  adding  a  mid- 
priced  bike  to  their  line.  He  wants  an  initial  presentation  for  Friday. 


!  ®  FAX  Coribe.  Rbc  ®  1 47355591 54  ®  FAX  The 
75  ®  FAX  Field  Sales.  Marketing  Teoni 


Our  CUSlomefS  come  first'  UVe  heaid  ynui  concerns  about  the  pncing  ot  our 
MnuntauiMaslei  and  that's  why  Spud's  Spokes  is  mtiodUGing  a  rifft*  mniinTain  liikii/stleet  bike 
model   It's  called  Hie  HlllHoppet  and  It's  destined  lor  your  customers  who  want  the  louks  and 
feel  ol  a  mountain  bike  without  'hi-  t«|li  price  laq  ol  lop  Bnd  components  (see  pi ir.inq  guide  tiekiw) 
The  HillHopper  will  be  awaildhle  :n  do  days  so  place  your  now1 


TheHillHopper 


Description: 
Target  Marke 


;ir"[ 


gj  I  A  few  days  after  routing  her  proposal  to  the  product  team, 
iSLm  sne  wants  to  find  out  where  it  stands  within  the  organiza- 
U  tion.  She  opens  the  ROUTING  STATUS  application  to  find 
lat  it  has  worked  its  way  through  the  organization  to  Desmond,  the  senior 
ecision-maker,  and  has  been  finally  approved.  So  she's  on  her  way. 


8. 


1  Michelle  closes  the  loop  by  communicating  the  news  to 
|  their  customers.  Double  clicking  into  the  CUSTOMER 
FEEDBACK  database,  she  faxes  a  memo  directly  from 


Notes  to  all  retailers.  In  it  she  explains  that  the  company  has  heard 
their  problems  and  responded  with  the  Hill  Hopper.  And  with 
delivery  in  GO  days,  they  can  order  now. 


inrespondwith 
Michelle  shift  " 


G8TS. 


0 


jirmation  in  ways  never  before  possible.  Howeffort- 
|ly  people  use  Notes  to  respond  and  move  the 
Iject  forward. 

You'll  see  why  organizations  that  have  Notes 
i  (1  their  operations  around  it.  And  why  they've 
i  as  much  as  a  400%"  return  on  investment. 
You  don't  have  to  be  a  large  company  to  afford  or 
reciate  Notes.  A  Notes  Group  Pack"'  will  have  ten 
pie  working  as  a  team  for  under  $495  per  user.  It 


includes  10  of  our  most  popular  Notes  applications 
including  SALES  MANAGEMENT,  CALL  DISPATCH 
and  GROUP  DISCUSSION,  as  well  as  complete  instal- 
lation and  usage  documents.  For  information  call 
1-800-872-3387,  ext  8871,  or  your  local  Notes  VAR. 


Lotus. 


MA  02142.  All  rights  reserved.  Lotus  1-2-3  and  Lotus  Notes  air  registered  trarlciiiarks  ;iti(l  Group  Pack  is  ;i  trademark  nf  Loins  Development  Corporation  *!'  Blum  and  E.  Salluway.  "The  Impact  of  Lotus  Notes  on  Ptoductiuty."  1!I!I2 


Architectural  Indigestion  For  advertising  agency 
J.  Walter  Thompson,  New  York  design  firm  R/Greenberg 
Associates  combined  proprietary  software,  a  Sun  work- 
station, Adobe  Photoshop  and  a  Macintosh  to  put  a  whole 
new  slant  on  Manhattan's  rock-solid  Empire  State  Building. 


B y  S e a n  Callahan 


Eye  Tech 

Vith  digital  imaging,  computer  manipulation,  CD-ROM  photo 
torage  and  madcap  morphists  transforming  the  traditional 
tructures  of  the  photography  business  from  the  ground  up, 
leeing  may  never  be  believing  again. 


t  the  Macworld  Expo  in  San 
Irancisco  last  January,  Ira  Nowinski 
warily  eyed  a  large  monitor  demonstrat- 
ing a  CD-ROM  showing  still  pho- 
Jographs  of  the  Clinton  campaign  by 
Time  magazine  photographer  P.  F.  Bent- 
y.  As  picture  after  picture  appeared  on 
e  computer  screen,  he  shook  his  head 
ightly.  "I'm  a  famous  photographer, 
iut  no  one  would  know  me... not  here," 
le  said  almost  wistfully.  Nowinski, 
rhose  black-and-white  prints  of  opera 
lave  gained  a  small  but  respectable  fol- 
lowing among  collectors  on  the  West 
toast,  is  like  many  professional  photog- 
aphers  today,  struggling  to  maintain 
Is  place  in  a  sea  of  change  that  is  trans- 
Irming  photography  from  a  chemical- 
sed  medium  to  an  electronic  one.  In 
untless  ways,  the  grand  old  medium 
Edward  Steichen,  Margaret  Bourke- 
te  and  Ansel  Adams  will  never  be 
e  same  again. 

You  see  Nowinski's  colleagues  at  all 
e  major  computer  shows  these  days, 
t  they  come  in  the  greatest  numbers 
Macworld  and  the  other  venues 
ere  computer  graphics  predominate, 
andering  from  booth  to  booth  with  a 
nse  of  fear  and  wonder,  they  are  usu- 
ly  middle-aged  men,  not  yet  members 
the  digital  age.  Though  some  are  con- 


vinced they  never  will  fit  into  this  new 
world,  they  come  anyway,  hoping  to  get 
a  glimpse  into  an  uncertain  and  discon- 
certing future. 

Invariably,  they  carry  a  camera,  usu- 
ally an  expensive  35mm  single  lens 
reflex  that  marks  them  as  a  profession- 
al, or  at  least  an  advanced  amateur.  The 
older  photographers  cradle  classic  range- 
finder  models,  gently  worn  Leica  M4s 
with  the  brass  showing  through  the 
faded  black  finish  at  the  edges.  At 
another  time,  and  at  another  trade 
show — such  as  the  annual  encampment 
of  the  Photo  Marketing  Association 
(PMA) — having  such  an  instrument 
around  your  neck  might  have  been  a 
badge  of  honor.  Here,  it  might  as  well 
be  an  albatross.  These  days,  the  macho 
game  of  "mine's  bigger  than  yours"  is 
played  with  PowerBooks. 

"I  just  came  back  from  the  PMA," 
says  Jeffrey  Roberts,  publisher  of  Photo 
District  News,  the  leading  trade  maga- 
zine for  professional  photographers.  "It 
was  so  depressing."  Roberts  and  I  are 
talking  in  Washington,  D.C.,  at  Digital 
'93,  sponsored  by  the  National  Press 
Photographer's  Association  (NPPA). 
Although  this  year's  gathering  drew 
only  1,400  (a  record  for  this  small  asso- 
ciation), Roberts,  like  many  of  the 


exhibitors,  is  satisfied  with  the  turnout. 
"Digital  is  where  the  energy  is  in  pho- 
tography these  days." 

Energy,  yes.  But  also  confusion,  anxi- 
ety and  mad  scrambling — not  just  on 
the  part  of  individual  photographers  but 
among  technology  companies  trying  to 
position  themselves  in  a  $21  billion 
U.S.  market  that  is  undergoing  a  phe- 
nomenal paradigm  shift.  The  driving 
force  behind  this  change  has  been  the 
personal  computer:  first  as  an  economic 
factor,  by  contributing  to  the  decline  of 
the  photographic  hobbyist  market  (as 
evidenced  by  flat  equipment  sales  and 
drastically  dwindling  photo  magazine 
subscriptions);  then  as  a  technological 
factor,  by  using  more  powerful  micro- 
processors that  enabled  the  PC  to  handle 
large  data  files,  which  can  include  color 
photographs. 

The  big  blow  came  last  year  when 
Eastman  Kodak  Co.,  a  behemoth  that 
can  occupy  just  about  any  position  in 
the  industry  it  wants,  introduced  the 
Photo  CD.  This  system,  which  puts  a 
pro's  portfolio  or  a  consumer's  snap- 
shots on  a  CD-ROM,  is  a  sure  sign  that 
yet  another  medium  has  fallen  under 
the  computer's  spell  and  someday  will 
be  subsumed  by  it.  Though  many  tradi- 
tionalists lament  this  situation,  a  case 
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JL  anasonic  OA  knows  what  it  takes  to  keep  today's  fast- paced  office 
moving.  That's  why  we  make  so  many  different  products  for  the  office. 
Each  designed  with  the  performance,  features  and  value  that  typify  our 
approach  to  office  automation-that  each  product  should  do  a  little  more 
and  cost  a  little  less. 

For  everything  from  printers  to  notebook  computers,  copiers  to  electronic 
typewriters,  monitors  to  scanners,  optical  disk  drives  to  facsimiles  and 
more,  Panasonic  *  is  the  only  name  you  need  to  know. 

For  more  information  on  printers,  computers,  monitors  and  peripherals  call 
toll  free  1-800-742-8086.  For  copiers,  facsimiles  and  electronic  typewriters 


call  1-800-843-0080.  ext.  4127. 
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WITH  FEATURES  LIKE  SCALABLE  FONTS  AND  OPTIONAL  COLOR* 
THE  KX-P3124  QUIET  DOT  MATRIX  PRINTER 
IS  SURE  TO  MAKE  AN  IMPACT. 

Resenting  the  Panasonic  KX-P3124  Quiet  Dot  Matrix  Printer- a  versatile 
performer  that  will  have  your  office  buzzing. 

With  features  like  8  internal  fonts,  6  of 
which  are  scalable  from  8-96  points, 
Adobe  Type  Manager*  with  13  PostScript 
language  fonts,  and  optional  color, 
productivity  never  looked  so  good. 
Or  sounded  so  good- because  the 
KX-P3124  also  features  the  splendid  hush  of  Quiet  Technology. 
The  KX-P3124  Quiet  Dot  Matrix  Printer- proof  positive  that  you  can 
make  an  impact  without  making  a  lot  of  noise. 
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•  With  optimal  cohi  kit. 

tATM.  Adobe  Type  Manager  and  PostScript  are  registered  trademarks  of  Adobe  Systems  Incorporated.  Ad.,be  A  TM  for  use  with  Microsoft"  Windows  3.0  or  higher. 
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can  be  made  that  digital  technology  is 
about  to  rescue  a  flagging  medium  by 
reinventing  it. 

Invasion  of  the  Picture  Snatchers 

In  the  early  1980s,  consumer  photo- 
graphic technology  began  to  approach 
its  plausible  limits.  With  the  introduc- 
tion of  automating  electronics  to  mass- 
produced  sophisticated  cameras  that 
were  simple  to  operate,  the  difference 
between  a  snapshot  and  a  good  photo- 
graph narrowed  to  the  vanishing  point. 
With  it  went  much  of  photography's 
appeal  to  the  hobbyist  (for  whom  the 
process  was  always  more  satisfying 
than  the  pictures  that  resulted  from  it). 
The  so-called  point-and-shoot  cameras 
allowed  even  the  most  casual  photogra- 
pher to  take  more  well-exposed  and 


Report,  an  annual  industry  survey.  At 
the  same  time,  Wolfman  reported  sales 
of  simpler  point-and-shoots  climbed  to 
12.3  million  units. 

The  lure  of  computers  arose  just  as 
the  improvement  in  cameras  and  film 
removed  a  lot  of  the  mechanical  but- 
tons and  dials  that  the  hobbyist  loved 
to  play  with.  "The  guys  who  used  to 
hang  out  in  camera  stores  are  now 
hanging  out  in  computer  stores,"  says 
Bill  Clark,  editor  and  associate  publish- 
er of  Photo  Business. 

The  Pro  Problem 

Whether  or  not  amateurs  remain 
faithful,  there  are  an  estimated  120,000 
professionals  who  are  not  abandoning 
the  medium.  Nevertheless,  many  are 
feeling  high  anxiety  about  their  place  in 


Friends  or  Faux?  Using  computer  graphics  technology,  The 
couple  of  unlikely  summiteers  to  me  1945  Yalto  Conference. 

well -focused  pictures  per  roll  than  ever 
before. 

Previously,  years  of  practice,  mas- 
tery of  the  craft  and  a  lot  of  expensive 
gear  were  necessary  to  achieve  consis- 
tently good  pictures.  When  nearly  any- 
one could  make  a  decent  photograph 
nearly  every  time,  photography  went 
from  a  special  interest  to  a  mass-mar- 
ket activity.  In  1984  shipments  of  high- 
end  35mm  SLR  cameras  in  the  U.S. 
peaked  at  2.6  million  units.  By  the  end 
of  1991,  they  were  down  to  900,000, 
according  to  the  1991-92  Wolfman 


New  York  Times  brought  a 

the  scheme  of 
things.  For  those 
photographers  who  are  techies  at  heart, 
there  is  a  whole  new  world  in  finding 
solutions  to  the  hardware  and  software 
problems  of  new  imaging  devices.  In 
reality,  they  are  no  longer  working  in 
photography  but  in  a  subset  of  comput- 
ing. Those  professionals,  however,  who 
find  their  satisfaction  in  the  photograph 
itself  rather  than  in  the  photographic 
process  are  having  a  more  difficult  time 
adjusting  to  the  digital  age.  "It's  getting 
to  the  point  where  any  20-year-old  wun- 
derkind  at  an  ad  agency  will  be  able  to 
sit  down  at  the  computer  and  realize 
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the   wildest   idea,"   says  Michae 
Mauney,  a  former  staffer  for  the  week 
Life  magazine  who  now  shoots  corpo 
rate  annual  reports.  "It  will  be  great  for 
business,  but  not  for  photographers." 

The  shock  of  the  new  is  hitting  the 
business  hard.  Professionals  like 
Mauney  are  discovering  that  the  ph 
tographer  and  the  camera,  once  centra 
to  the  creative  process,  are  bein 
pushed  out  toward  the  edge,  among  the 
many  peripherals  in  the  image  acquisi 
tion  process.  In  the  old  model,  a  phi 
tographer  took  pictures,  processed  anc 
edited  the  take,  and  delivered  the  phi 
tos  to  the  client  for  publication.  Today 
assigning  a  commercial  photograph 
to  shoot  original  material  is  only  one 
several  options — and  usually  the  mos 
expensive  for  the  increasing  number 
clients  with  computers  and  modems. 

Increasingly,  images  are  available  on 
CD-ROMs  as  well  as  on-line  from  mam 
different  sources.  Once  acquired,  thest 
digital  image  files  can  be  enhancec 
refined  and  even  combined  with  ele 
ments  of  other  images  to  create  sul 
stantially  "new"  images.  By  opening  u 
many  more  distribution  channels  fo 
image  buyers,  the  computer  is  changiru 
the  market  structure  of  publishing  an 
business  communications. 


:: 


From  Fabrics  to  Fabrications 

One  of  the  first  entrepreneurs 
profit  from  digital  imaging  technolog 
(until  then  used  primarily  by  NAS/ 
was  Eli  Arazi,  founder  of  Scitex,  th 
Bedford,  Mass.,  maker  of  workstatior 
dedicated  to  image  processing.  Orig 
nally  started  in  Israel  in  1968  as  Sciei 
tific  Technology,  the  company  fir 
used  electronic  imaging  to  design  fa 
ric  and  wallpaper.  In  1979  Scite 
entered  the  publishing  market  with 
proprietary  system  for  generating  sep 
ration  negatives  for  printing  press* 
that  included  software  for  the  manipi 
lation  of  the  most  minute  picture  el 
ments  (pixels).  Thus,  the  age  of  ele 
tronic  retouching  was  born. 

By  1988,  with  increased  CPU  spec 
and  new  software  for  Macintoshes  an 
PCs  developed  by  companies  like  Adoi 
Systems,  the  technology  had  mov< 
from  a  mainframe  system  to  the  mil 
computer  and  finally  to  the  deskto 
This  shift  allowed  graphic  artists,  2 
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'■directors  and  photographers  to  manipu- 
■late  images  with  unprecedented  facihty 
land  precision.  Image  processing  now 
jlroutinely  accomplishes  tasks  ranging 
rfrom  the  mundane,  such  as  removing  a 
I  blemish  horn  a  portrait,  to  the  mischie- 
vous,  like  the  Spy  cover  showing  a 
*  beaming  Hillary  Clinton  dressed  (or, 
tI:  rather,  underdressed)  as  a  dominatrix,  or 
Texas  Monthly's  memorable  montage 
of  Ann  Richards  as  a  biker. 
lb      This  might  seem  like  just  another 
welcome  miracle  of  the  technology  age, 
;  but  many  photographers  and  editors  see 
i  dark  side.  Bob  Greenberg  is  the  presi- 
lent  of  R/Greenberg  Associates  Inc., 
^  <Jew  York  City,  the  company  that  pro- 
lc  faced  the  Coca-Cola  commercials  in 
fvhich  Paula  Abdul  seemed  to  dance 
with  Gene  Kelly.  At  a  dinner  party  in 
Manhattan  one  night,  he  casually  said 
'e(  hat  if  he'd  had  the  tape  of  the  Rodney 
1  ting  beating  he  could  have  made  it 
^  eem  as  if  the  Los  Angeles  police  never 
■  ouched  King.  Just  that  sort  of  possibility 
aused  the  American  Society  of  Maga- 
ine  Editors  to  convene  a  panel  in  April 
'  •  o  discuss  digital  imaging,  including  the 

:  thics  of  digital  image  manipulation. 

if 

little  Black-and-White  Lies 

Not  surprisingly,  perhaps,  the  ethi- 
al  problems  of  photographic  manipula- 
on  were  first  felt  by  the  newspaper 
iidustry.  Today,  in  the  picture  depart - 
n  bent  of  every  major  newspaper,  you 
N  ire  more  likely  to  see  photo  editors 
:x  athered  around  Macs  running  Adobe's 
'  Ihotoshop,  the  de  facto  standard  photo- 
1  jrocessing  package  for  personal  com- 
^  liters,  than  poring  over  stacks  of 
kints.  (Photoshop,  which  retails  for 
395,  has  sold  more  than  300,000  units 
id  is  Adobe's  leading  application  rev- 
wi  nue  generator.)  Because  of  digital 
t  •  ]uipment,  newspapers  are  phasing  out 
leir  darkrooms.  Now,  color  negatives 
*  'e  scanned  to  digital  files  where  they 
'J'c   e  edited,  cleaned  up  with  Photoshop, 
len  dropped  into  the  electronic  page 
yout.  The  person  interpreting  the 
•:  lotographer's  negative  is  likely  to  be 
•v  imeone  from  the  production  or  tech- 
;c.i  ilogy  group,  or  a  designer  from  the  art 
apartment,  not  the  photojournalist 
k    ho  made  the  image  on  the  scene. 

Ironically,  this  ethically  tricky  situa- 
;m  boiled  up  into  controversy  in  April 
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Q&A:  Phillip  Moffitt  &  Rick  Smolan 

Phillip  Moffitt  (r)  and  Rick  Smolan  met  when 
both  were  just  out  of  college  and  beginning  their 
careers  as,  respectively,  an  editor  and  a  photogra- 
»«B  pher.  Moffitt  went  on  to  become  editor-in-chief 
and  CEO  of  Esquire  Magazine  Group  from  1979  to  1986.  Smolan,  with  photo 
credits  in  Time,  Life  and  National  Geographic,  created  the  best-selling  Day  in 
the  Life  book  series  in  1981.  Smolan  and  Moffitt  are  two  of  the  founders  of 
Light  Source  Computer  Images,  a  software  company  that  markets  Ofoto 
image -scanning  software. 

asap:  As  photography  goes  digital,  does  it  become  a  more  effective  communi- 
cations medium? 

smolan:  Right  now,  photographers  have  most  of  their  inventory  sitting  in  lit- 
tle yellow  boxes.  Access  to  and  distribution  of  their  pictures  are  pretty  limited. 
The  more  active  the  photographers,  the  more  they  shoot,  and  the  less  orga- 
nized they  become.  Soon,  however,  you  will  be  able  to  digitize  800  pictures 
and  put  them  on  a  CD  for  a  few  dollars.  A  professional  can  send  a  disc  with  800 
of  his  or  her  best  images  to  agents  all  over  the  world  for  very  little  money. 
asap:  Do  you  anticipate  new  markets  for  photography  as  a  result? 
smolan:  About  10  years  ago  in  business  communications,  if  you  asked  some- 
one to  change  the  fonts  in  a  document  you'd  get  a  blank  stare.  Now,  my  moth- 
er calls  me  up  asking  if  I  have  Helvetica  bold  italic.  Two  or  three  years  from 
now,  you  will  be  getting  letters  and  proposals  containing  photographs.  Because 
of  the  growth  of  desktop  publishing,  people  will  be  using  photographs  in  busi- 
ness documents  the  way  they  use  fonts  now.  They  will  show  you  the  building 
they  are  talking  about  or  the  widget  they  want  to  sell  you.  With  people  becom- 
ing more  visually  literate,  the  demand  for  pictures  will  increase. 
asap:  Are  photographs  more  efficient  than  words? 

moffitt:  Salespeople  struggle  to  create  sales  presentations  constructed  around 
"reminder  words"  that  will  stay  with  the  client  after  they  are  gone.  Pictures 
leave  imprints  in  a  customer's  mind  that  all  those  well-crafted  words  seldom 
can. 

The  next  step  is  multimedia — where  these  new  handheld  devices  will 
allow  you  to  play  a  digitized  presentation,  using  many  pictures  to  augment 
whatever  your  communication  effort  might  be.  Just  now  beginning  to  appear 
are  hardware  and  software  cheap  enough  for  small  business  to  create  very 
sophisticated  presentations.  Then,  many  of  the  same  visuals  used  in  your  ani- 
mated presentation  will  show  up  again  in  a  print  version  of  a  "leave-behind" 
that  you've  created  in  your  office. 

asap:  What  are  some  of  the  new  ways  the  consumer  will  use  photographs  in 
the  future? 

moffitt:  For  this  entire  century,  people  have  told  the  story  of  their  families  in 
pictures.  It's  hard  to  imagine  any  family  that  doesn't  have  a  collection  of  snap- 
shots documenting  the  rituals  in  their  fives.  The  trouble  is  that  you  get  all 
these  pictures  back  and  don't  know  what  to  do  with  them.  The  more  you  take, 
the  more  get  lost.  They  all  get  stuck  together  in  a  closet,  if  not  your  conscious- 
ness. There  was  no  convenient  storage,  retrieval  or  display  mechanism  for  pho- 
tographs until  the  advent  of  Photo  CD,  and  that's  just  the  beginning.  The  next 
step  is  using  the  photographs  in  presentations,  in  personal  letters,  in  home- 
work assignments. 

asap:  What  about  new  business  uses? 

moffitt:  Business  is  so  competitive  these  days  that  as  soon  as  one  company 
starts  dropping  pictures  of,  say,  its  furniture  line  into  its  correspondence, 
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Wherever  they  go  in  over  50  countries,  consumers 
trust  the  22,000-agent  global  network  of  Western 
Union  Financial  Services  to  instantly  wire  money 
around  the  comer  or  around  the  world.  As  a  result, 
Western  Union®  knows  that  the  uninterrupted 


availability  of  the  network  is  the  key  to  their 
That's  why  they  depend  on  a  clieni 
solution — based  on  Tandem  systems— to 
up  to  1 .5  million  daily  online  transactions,  \ 
a  day,  365  days  a  year.  That  same  Tandem : 


Tandem  and  Ihe  Tandem  logo  are  trademarks  ol  Tandem  Computers  Incorporated  ©1993  Tandem  Computers  Incorporated  All  rights  reserved 


helped  Western  Union  enhance  the  quality 
liciency  of  its  customer  service,  actually  paid 
If  in  just  12  months.  To  learn  how  we  did  it 
stern  Union,  call  800-959-2492,  Ext.  410. 
;cover  what  Tandem  can  do  for  your  company 
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Shouldn't  you  be  computing  like  this? 
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of  1989  over  a  seemingly  mundane  pho- 
tograph in  the  St.  Louis  Post  Dispatch. 
The  picture  was  a  simple  snap  of  a  pho- 
tographer who  had  just  won  an  award. 
At  the  edge  of  the  frame  there  happened 
to  be  a  can  of  Coke  sitting  on  a  tahle. 
Just  hefore  deadline  someone  noticed 
the  can  and  had  it  removed  by  simple 
digital  manipulation.  The  next  day,  the 
photographer  who  had  taken  the  picture 
noticed  the  alteration,  and  a  heated 
debate  began  in  the  paper  and  later  in 
trade  journals.  Adding  to  the  symbolic 
quality  of  the  struggle,  the  subject  of  the 
picture  had  just  been  awarded  the 
Pulitzer  Prize  for  photography. 

As  a  consequence  of  this  event  and  a 
growing  number  of  other  instances,  the 
NPPA  created  a  statement  of  principle 
declaring  that  "altering  the  content  of  a 
photograph  in  any  degree  is  a  breach  of 
the  ethical  standards  recognized  by 
NPPA."  John  Long,  chief  photographer 
for  the  Hartford  Courant  and  presi- 
dent of  NPPA  during  that  period, 
defends  his  industry's  absolute  stand 
against  image  manipulation:  "[The 
Coke  can]  is  a  minor  thing,  but  it  is  the 
first  step.  This  time  you  take  out  the 
Coke  can.  What's  next?" 

The  fulminations  over  the  ethics  of 
digital  manipulation  are  partly  based 
on  the  cliche  "a  picture  doesn't  lie." 
Yet  if  a  truth-in-photography  law  exist- 
ed, the  Federal  Trade  Commission 
would  have  banned  photographs  in 
advertising  years  ago  or  required  dis- 
claimers such  as  "Warning:  Buying  the 
products  depicted  will  not  make  you 
look  this  slim,  happy  or  fulfilled." 
Those  who  argue  that  editorial  pho- 
tographs represent  reality  ignore  the 
fact  that  a  camera  shutter  operating  at 
one-250th  of  a  second  can't  possibly 
tell  the  whole  tnith  about  a  scene,  and 
that  the  rectangular  frame  takes  in  only 
a  fraction  of  reality. 

The  hand  that  today  operates  the 
mouse  running  Photoshop  is  essential- 
ly the  same  one  that  once  handled  a 
razor  blade  and  airbrush,  though  the 
technology  democratizes  the  once  tight 
little  world  of  highly  skilled,  highly 
paid  retouchers.  What  remains  firmly 
in  the  hands  of  the  editors,  designers 
and  photographers  of  newspapers  and 
magazines  is  a  franchise  based  on  accu- 
rate information.  As  soon  as  their  cus- 


tomers start  geiting  misleading  infor- 
mation, that  franchise  starts  to  wither. 
Despite  the  fears  of  many  photogra- 
phers, common  sense  suggests  that  the 
same  ethical  standards  editors  apply  to 
the  other  facets  of  the  news-gathering 
process  will  prevail  in  the  photography 
departments. 


Suut 


1<U  » i 


Of  < 


»<4 


Attack  of  the  Video  Giants 

With  the  medium  in  flux,  traditional 
photographic  products  companies  are  in 
a  near  panic:  What  is  happening  is 
potentially  far  beyond  just  another  step 
in  the  mechanics  of  camera  manufac- 
ture or  the  chemistry  of  him  emulsions. 
Digital  photography  is  a  leap  into  the 
science  of  signal  processing,  software 
engineering  and  microelectronics,  disci- 
plines with  which  most  photographic 
manufacturers  have  little  experience. 
Thus,  when  the  formidable  obstacles 
that  have  so  far  retarded  digital  camera 
development  are  solved,  camera  compa- 
nies may  not  be  the  winners. 

The  first  generation  of  electronic 


cameras  appeared  in  1981,  with  th 
announcement  of  Sony's  Mavica  (a: 
acronym  for  magnetic  video  camera 
capable  of  recording  up  to  50  still  image 
on  a  two-inch  video  floppy  diskette.  Bu 
in  the  dozen  years  since,  still-video  can 
eras  have  found  only  a  small  markt 
beyond  a  few  niches  in  professional  an 
industrial  markets  where  instantaneit 
offsets  their  considerable  cost  and  reb 
tively  poor  image  quality. 

The  quality  problem  is  due  to  th 
"'hud    fact  that  the  image  is  stored  as 
video  signal,  not  as  a  digital  fib 
Since  the  display  medium  of  video  i 
a  TV  screen,  the  signal  is  constraine 
by  the  bandwidth  standards  of  telev; 
sion  transmission  which,  in  the  U.S.,  i 
525  lines  of  information.  For  high-qua! 
ity  reproduction,  a  typical  photographi 
negative  would  require  more  tha 
3,000  lines. 

While  video  signals  can  be  created  a 

On  With  Their  Heads  Two  of  the  reigning  queens 
of  American  politics,  first  lody  Hillary  Rodham  Clinton 
and  Texas  governor  Ann  Richards,  in  computer  altered 
states  that  stray  far  from  reality. 

a  higher  bandwidth,  there  is  no  pract: 
cal  way  of  displaying  them  on  a  vide 
monitor.  It  is  more  practical  to  con 
vert  the  video  signal  to  a  digits 
value,  which  can  be  accomplished  E 
solid-state  electronics  using  a  spe 
cial  chip  called  a  charge-couple 
device   (CCD).   But   CCDs  ar 
extremely  difficult  to  manufactur 
at  present  with  the  high  resolutio: 
needed  for  still  imaging. 

Because  these  problems  are  outsid 
their  core  technologies,  traditiona 
camera  manufacturers,  such  as  Olym 
pus,  Minolta  and  Pentax,  have  littl 
presence  in  electronic  imaging.  Th 
larger  consumer  electronics  companie 
like  Sony,  Canon,  Toshiba,  Hitachi  am 
Fuji,  who  can  effectively  leverage  thei 
experience  in  video  to  digital,  are  posi 
tioning  themselves  to  be  the  majo 
players  in  digital  photography. 

Perhaps  no  company  has  as  much  t< 
gain  or  lose  as  Kodak,  the  photographn 
and  chemical  giant  with  worldwidi 
sales  of  more  than  $20  billion  last  year 
The  popular  assumption  is  that  filn 
will  be  replaced  by  digital  technology 
in  the  near  future.  Declining  film  sale 
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in  the  U.S.  for  the  past  two  years — 
down  4  percent  in  1992,  after  a  decline 
Df  5.4  percent  in  1990,  according  to  The 
Wall  Street  Journal — do  not  make  a 
*ood  base  upon  which  to  take  a  stand 
igainst  digital  imaging  (though  the  key 
lere  was  the  recession,  not  any  per- 
:eived  threat  of  a  replacement  technol- 
ogy). After  nearly  15  years  of  research, 
,vhat  Kodak  and  other  microelectronics 
nanufacturers  know  is  that  digital 
maging  is  not  on  the  verge  of  achieving 
wity  with  film  in  quality  and  cost. 
Dne  of  the  reasons  is  that  traditional 
cameras  and  film  are  constantly 
mproving. 

"A  competitive  all-electronic  [cam- 
:ra]  system  now  has  to  be  far,  far 
greater  than  it  would  have  to  have  been 
10  years  ago,"  says  Michael  McCreary 
)f  Kodak's  Microelectronics  Division, 
Rochester,  N.Y.,  the  man  charged  with 
;he  worldwide  marketing  and  sales  of 
Kodak's  solid-state  imaging.  "Even  as 
:lectronics  move  forward,  with  quality 
;oing  up  and  costs  going  down,  the  ver- 
latility  and  quality  of  photographic  sys- 
;ems  are  a  moving  target.  I  can  confi- 
lently  say  that  in  my  career  there  is 
(till  going  to  be  a  mass  photographic 
ilm  market." 

The  crucial  technologies  needed  in  a 
ligital  camera  are  a  storage  medium, 
such  as  a  magneto-optical  disk,  on 
vhich  to  store  the  immense  digital 
iles,  and  an  image  sensor,  such  as  the 
:harge-coupled  device.  While  believers 
joint  to  the  rapid  advances  in  miniatur- 
zation  of  storage  media  for  the  note- 
wok  and  palmtop  computer  market, 
he  goal  for  a  digital  camera  storage  unit 
s  to  match  the  size  of  a  35mm  film  cas- 
iette — approximately  one  by  one-and- 
hree-quarters  inches.  In  traditional 
:ameras,  the  film  is  both  the  sensing 
m d  the  storage  medium,  so  digital  cam- 
:ras  have  still  further  to  go. 

By  far  the  most  vexing  technological 
carrier,  however,  is  the  manufacture  of 
i  CCD  array  that  can  match,  on  a  pixel- 
s-pixel basis,  the  information  in  a  pho- 
ographic  negative  of  comparable  size, 
roday's  fine-grained  35mm  films  can 
;apture  the  equivalent  of  approximatc- 
y  18  million  pixels  of  usable  photo- 
graphic data.  The  state-of-the-art  Kodak 
DCS  200  digital  camera  (a  modified 
Mikon  8008  SLR  with  a  Kodak  CCD 
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everyone  is  going  to  start  doing  it. 

asap:  But  won't  business  have  to  retool  for  this? 

moffitt:  Business  has  already  invested  heavily  in  desktop  publishing;  it's  just 
that  companies  are  largely  using  it  to  do  word  processing.  Management  still 
has  a  typewriter  mentality  when  it  comes  to  this  technology.  Soon,  they  will 
realize  that  for  a  few  dollars  more  they  can  have  the  creative  power  of  a  pub- 
lishing company  within  their  organization. 

asap:  This  still  is  sophisticated  stuff.  Won't  this  require  the  creation  of  infor- 
mation specialists  within  the  company? 

smolan:  It  will  foster  the  use  of  templates.  In  the  same  way  that  sales  presenta- 
tions are  customized,  multimedia  presentations  will  be  composed  of  modules 
that  you  pull  together  for  a  custom  presentation.  This  is  going  to  happen  much 
quicker  than  people  realize. 

asap:  How  will  digital  photography  change  the  photography  business? 
smolan:  It's  going  to  change  in  two  fundamental  ways.  One,  obviously,  is  the 
camera  systems.  More  important,  I  think,  are  the  display  systems.  I  think 
we'll  see  sophisticated,  portable  devices  that  will  store  and  display  hundreds  of 
your  photographs. 

asap:  When  do  you  see  the  digital  camera  replacing  film? 
smolan:  I  think  that  film  and  digital  photography  will  coexist  for  a  long  time, 
but  in  five  years  consumers  will  start  taking  pictures  electronically.  The  150 
previous  years  of  photography  will  continue  to  be  viewed  largely  as  silver 
prints  but,  increasingly,  the  new  images  will  be  digital. 

moffitt:  I  think  it  will  take  a  lot  longer  than  that,  but  it's  inevitable.  The 
implications  for  the  business  of  photography  are  more  immediate,  however. 
The  image-capture  process — whether  to  use  a  film  camera  or  to  go  digital  and 
invest  in  a  scanner  to  turn  conventional  images  into  digital — is  going  to  face 
the  professional  very  soon.  The  abihty  to  manipulate  the  photograph  is  going 
to  change  the  business  too.  Say  a  favorite  photograph  of  your  child  has  the  "red 
eye"  effect.  Well,  that  can  be  easily  changed.  Or  you  want  to  create  a  compos- 
ite family  portrait.  That's  a  market  for  the  local  retailer. 
asap:  How  will  this  affect  professional  photographers? 

moffitt:  The  average  professional  is  not  the  superstar  that  we  hear  about.  He 
or  she  is  doing  head  shots  for  businesses  or  store  displays  and  is  lucky  to  make 
$60,000  a  year.  Because  these  professionals  won't  face  the  same  costs  of  mate- 
rials and  processing  required  in  conventional  photography  [when  they  use  digi- 
tal], they  will  likely  shoot  a  lot  more  and  get  more  and  better  images.  With 
images  being  used  in  more  business  applications,  they  will  find  more  markets 
for  their  images.  Photographs  will  be  loaded  into  databases  that  small  business 
can  now  afford  to  access. 

asap:  So  what's  the  downside  of  digital  imaging? 

moffitt:  Image  manipulation  is  a  potential  problem.  Rick  has  suggested — and 
I  like  the  idea — that  there  needs  to  be  a  labeling  system,  in  the  form  of  a  sym- 
bol, that  alerts  the  viewer  to  an  altered  image.  The  degree  of  alteration  that  is 
already  going  on  is  so  much  more  than  people  understand.  The  difference 
between  perception  and  meaning  is  being  exploited  by  electronic  image 
manipulation,  and  we  need  to  be  aware  of  it. 

smolan:  There  is  a  danger  of  visual  pollution.  The  accessibility  of  pictures  will 
likely  lead  to  a  glut.  To  return  to  the  earlier  analogy  of  type  fonts,  when  people 
first  learned  how  easy  it  was  to  change  fonts  in  a  letter,  some  used  as  many  as 
they  could.  That  could  happen  to  photography.  There  is  also  going  to  be  a 
decline  in  the  quality,  I'm  afraid.  There  are  sure  to  be  photographers  giving 
away  their  images  for  $2,  and  they  will  look  like  $2  pictures.  The  reputable 
photographers  will  hold  back  at  first  until  a  decent  compensation  system  is  in 
place.  Until  then,  there  is  likely  to  be  a  lot  of  bad  imagery  floating  around. 
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chip)  registers  just  1.6  million  pixels. 

Further,  the  yield  rate  in  high-reso- 
lution CCD  manufacture  is  low;  10  to 
15  percent  is  not  uncommon  for  the 
industry.  Since  the  chips  that  pass 
inspection  must  pay  for  those  that  fail, 
the  cost  of  a  CCD  like  the  one  used  in 
the  DCS  200  is  more  than  $3,000, 
although  the  price  can  drop  to  $1,800 
when  CCDs  are  purchased  in  quantity. 
No  wonder,  then,  that  a  color  DCS  200 
costs  $9,000,  compared  with  the  con- 
ventional Nikon  8008,  currently  dis- 
counted at  $650.  A  Nikon  point-and- 
shoot,  which  fits  in  your  pocket  and 
delivers  nearly  four  times  the  image 
quality  of  the  DCS,  costs  $1 50. 

New  Technologies.  New  Players 

Currently,  only  a  handful  of  compa- 
nies have  foundries  capable  of  making  a 
CCD  wafer  for  general  still -photographic 
purposes.  In  the  U.S.,  Kodak  is  a  leader, 
and  Loral  Fairchild  Systems,  Milpitas, 
Calif.,  has  emerged  as  an  innovator  sup- 
plying CCDs  for  the  specialized  high- 
end  ($35,900)  Leaf  Systems,  Southboro, 
Mass.,  camera  for  studio  photography. 


Cleaning  Up  Their  Act  To  improve  on  life's  little 
imperfections,  for  o  picture  on  poge  1 1 5  Applied  Graphics 
Technology  of  Glendale,  Calif.,  used  a  Scitex  Blaze  system 
to  eliminate  phone  wires  and  a  fence,  conjure  up  a  sunset 
and  lift  seven  high  school  hackers  to  new  heights. 


Smn  ,  Toshiba  and,  to  a  less- 
er extent,  Hitachi  and  Mat- 
sushita, have  devoted  facili- 
ties to  the  development  of 
CCD  arrays  for  still  photogra- 
phy. In  discussions  with  sev- 
eral industry  experts  on  the 
future  of  the  digital  camera, 
however,  none  mentioned 
the  name  of  any  company 
currently  in  the  photograph- 
ic industry — other  than 
Kodak — as  having  demon- 
strated an  ability  to  develop 
the  core  technologies  for  the 
digital  camera  of  the  future. 

With  a  digital  camera 
still  on  the  horizon  and  the 
wizardry  of  film  scientists 
constantly  improving  the 
color,  grain  and  dynamic 
range  of  conventional  pho- 
tography, Kodak  had  to 
develop  a  "bridge  technolo- 
gy" by  creating  Photo  CD. 
Putting  high-quality  film 
images  on  a  digital  medium 
satisfies  the  clamor  for  digi- 
tal imaging  applications 
from  the  computer-driven 
publishing  and  communi- 
cations market.  And,  as  a 
corporate  face-saving  mea- 
sure, it  allows  Kodak  to 
step  into  the  spotlight  that 
in  the  last  decade  has 
shone  so  brightly  on  Amer- 
ican computer  and  Japan- 
ese consumer  electronics 
companies. 

Curiously,  at  about  the 
time  Kodak  announced 
Photo  CD,  several  Japan 
watchers  saw  a  marked 
reduction  in  Japanese  inter- 
est in  the  development  of 
the  electronic  still-video 
camera.  Such  cameras 
record  images  in  an  analog 
format  similar  to  a  VCR 
recording  on  tape,  and  are 
the  precursors  to  all-still 
digital  cameras.  "The 
Japanese  were  hoping  that 
consumers  would  be  con- 
tent seeing  their  pho- 
tographs only  on  a  TV 
screen,  which  effectively 


Player  Snapshots 


kodak  By  opening  up  Photo  CD  code  to  developers  of 
multimedia  and  electronic  publishing  technology,  company  is 
poised  to  moke  Photo  CD  the  recording  and  storage  medium 
for  all  image  driven  technologies. ..could  moke  up  for 
inevitable  future  decline  of  film  and  processing  with  sales  of 
discs  and  scanning. 

sony  Mavica,  the  first  still-video  camera,  has  not  become 
the  Photoman  of  the  photojournalism  world. .  the  Japanese 
consumer  electronics  giant  is  now  pursuing  niches  in  digital 
portrait  photography,  one  use  of  which  is  computer-based 
matching  of  hair  styles  to  customer  faces  at  salons. 

polaroid  Digital  imaging  is  instantaneous,  tradition- 
ally Polaroid's  big  advantage,  so  a  new  group  has  formed  to 
strengthen  company's  chip-fabrication  technology.. .but  with- 
out a  major  partner,  there's  a  long  way  to  go. 

canon  Both  still  and  video  cameras  are  successes,  and 
its  color  copiers  and  printers  are  tops  in  their  class. ..currently 
sharing  technology  with  Texas  Instruments.. .figures  to  be  one 
of  the  big  guns  of  photography's  future. 

scitex  This  pioneer  in  large-system  prepress  imaging 
has  adroitly  backed  away  from  "big  iron"  to  create  smaller, 
more  affordable  devices. ..becoming  more  flexible  with 
acquisition  last  year  of  Leaf  Systems,  a  maker  of  portable 
imaging  systems. 

adobe  Cash  cow  Photoshop  should  remain  the 
professional  image  processing  standard. ..continuing  strategy 
of  creating  product  extensions  off  its  core  technology,  but  will 
have  a  hard  time  cracking  the  amateur  photo  market  against 
Kodak's  Photo  CD  system. 

loral.  Incorporating  Fairchild  Camera,  company  is 
making  supersensitive  sensors  for  some  of  the  government's 
spookiest  applications.,  in  post-Cold  War  era,  will  look  toward 
commercial  applications  of  charge-coupled-device  imaging 
technology. 

ibm  Big  Blue  is  hoping  to  use  versatile  RS/6000  computer 
as  an  image-management  server  running  on  a  Unix 
operating  system,  but  its  front  end  (Windows/AlX)  is  an 
environment  only  serious  Mac-loathers  will  endure. ..IBM's 
future  in  digital  imaging  depends  on  joint  ventures  — i.e., 
non-IBM  technology. 

microsoft  Yet  to  be  heard  from,  Microsoft  makes 
everyone  nervous. ..has  created  a  separate  company, 
Continuum  Productions  Corp.,  to  acquire  electronic  rights  to 
images  for  a  new  kind  of  software  built  on  a  database. 

apple  Impending  multiple  births  resulting  from  John 
Sculley's  many  liaisons  with  consumer  electronics, 
telecommunications  and  publishing  concerns  are  rumored  to 
be  straining  company's  internal  structure,  but  should  produce 
several  successful  imaging  and  graphics  products. 
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masks  the  poor  quality  of  the  still- 
video  image  compared  with  a  film- 
based  image,"  says  Rudy  Burger,  a  color 
scientist  and  president  of  Savitar  Inc.,  a 
San  Francisco-based  imaging  software 
and  consulting  firm. 

"Photo  CD  has  the  advantage  of 
enabling  photographers  to  continue 
using  their  35mm  cameras,  while  offer- 
ing them  a  convenient  pathway  to  the 
digital  image  medium,"  Burger  says. 
"To  beat  the  extraordinary  price/perfor- 
mance of  35mm  film  for  image  acquisi- 
tion, the  Japanese  now  realize  they 
must  produce  digital  cameras  that  use 
something  similar  to  Photo  CD  as  their 
internal  digital  storage  mechanism. 
Kodak  raised  the  bar  for  the  digital 
camera  of  the  future  while  extending 
film's  appeal." 

Kodak's  Photo  CD  ploy,  whether 
desperate  or  clever,  has  not  yet  caught 
on  with  consumers,  despite  the  esti- 
mated $40  million  spent  on  marketing. 
The  problem  is  partly  cost  and  partly 
the  limited  function  of  the  product. 
"It's  very  significant  that  in  January 
they  slashed  the  price  by  about  $100  on 
each  model  [of  the  Photo  CD  player], 
and  they  did  that  because  they  had 
warehouses  full  of  them,"  says  Bill 
Clark  of  Photo  Business.  "That  doesn't 
mean  the  technology  is  a  failure  for  the 
amateur  market.  But  asking  people  to 
lay  out  $400  for  a  player  that  just  puts 
their  pictures  on  television  doesn't  do 
much  for  them.  It's  just  not  there  yet." 

Clark  sees  potential  for  Photo  CD  in 
the  professional  and  industrial  sectors, 


helped  in  no  small  measure 
by  Apple  Computer  and  most 
major  hardware  and  software 
developers,  which  have 
announced  that  they  will  sup- 
port Photo  CD.  In  the  last  six 
months  Kodak  has  opened  the 
doors  to  developers  and 
announced  new  extensions  to 
the  format.  The  company 
hopes  to  get  the  medium 
accepted  as  the  de  facto  stor- 
age and  archiving  medium  for 
publishing  and  as  the  cross- 
platform  standard  for  multi- 
media. What  Kodak  may  lose 
from  the  drop  in  film  process- 
ing due  to  digital  imaging  it 
hopes  to  reclaim  by  pressing 
discs  and  scanning. 

This  shift  in  focus  to  the 
professional  market  after  a 
year  of  courting  the  amateur  is 
necessary  for  Kodak  to  get 
back  some  of  its  reputed  $250 
million  investment.  Difficult 
as  the  product  has  been  to  sell 
to  the  consumer,  convincing 
photo  processers  to  shell  out 
$100,000  for  the  workstation  that  will 
scan  customers'  negatives  and  press  them 
to  a  disc  has  been  even  harder.  Indepen- 
dent processors  have  been  waiting  for  a 
significant  customer  demand,  but  that 
hasn't  appeared.  "It's  not  like  they're 
introducing  a  new  film  format,"  says 
Clark.  "They  are  selling  an  entirely  new 
concept  of  photography,  and  they're  try- 
ing to  do  it  in  a  flat  economy." 


No  Can  Do  When  digital  technology  at  the  St.  Louis  Post  Dispatch 
"disappeared"  an  offending  Coke  can  in  a  mundane  news  picture,  on 
ethical  debate  began  that  hasn't  been  settled  yet:  Must  a  photograph 
tell  the  whole  truth  and  nothing  but  the  truth? 


WINNERS  AND  LOSERS 


Losers 

Popular  Photography 
Coffee-table  picture  books 
Camera  stores 

Stock  photographers  who  shoot  generic 
images  for  advertising 

Still  camera  manufacturers 

Custom  photo  labs 

Small  media  companies  that  can't  offord  to 
invest  in  new  technology  or  delay  making 
alliances 

Anyone  who  can't  get  beyond  Level  Five  in 
Super  Mario  3 


Winners 

Macworld  Interactive 

Picture  books  bundled  with  Photo  CD 

Consumer  electronics  stores 

Editorial  photographers  who  shoot  original, 
unique  subjects 

Video  camera  manufacturers 

Service  bureaus  and  copy  shops 

Large  media  companies  that  can  pay 
technology's  price 

Anyone  who  passes  English  after  studying  with 
MTV  on  the  tube  and  Howard  Stern  on  the 
radio 


From  Information  Age  to  Image  Age 

The  new  technologies,  while  creat- 
ing debate,  confusion  and  excitement, 
are  far  from  determined  or  fully  real- 
ized. However,  the  new  direction  is 
clear:  Digital  imaging  will  facilitate  a 
paradigm  shift  not  only  in  photogra- 
phy but  throughout  our  culture.  As 
anyone  over  40  knows  (or  ought  to 
know)  after  watching  MTV  or  attempt- 
ing to  play  Teenage  Mutant  Ninja  Tur- 
tles Nintendo,  the  coming  generation 
processes  information  visually  rather 
than  verbally.  Our  culture  is,  there- 
fore, moving  from  an  Information  Age, 
where  communication  is  based  on 
words  and  numbers,  to  a  visual  age, 
based  to  a  great  extent  on  images  and 
symbols.  By  allowing  us  to  capture, 
store  and  use  images  in  entirely  new 
ways,  these  emerging  technologies  are 
destined  to  have  a  wide-ranging 
impact  on  personal  and  business  com- 
munication. lASRP) 

Seem  Callahan  was  the  founding  editor 
of  American  Photographer;  he  is  the  edi- 
tor of  Digital  Photography  (1992,  Pond 
Partners/Random  House). 
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How  To! 

Sense  Of 
Security 

AT&T's  portable  Surity  Telephone  Device. 
It's  the  easiest  way  to  keep  your  competitors  from 
tapping  into  your  business. 

Every  day  you  make  important  telephone  calls.  You  discuss  company 
sec  rets,  strategic  plans  and  confidential  financial  data.  Sometimes  these  calls  are 
made  from  outside  offices,  hotel  rooms,  airport  lounges,  even  from  cellular 
phones.  And  you  never  know  who  might  be  listening  to  your  conversation. 

That's  why  you  should  find  out  more  about  AT&T's  new  portable 
Surity™  Telephone  Device.  Designed  by  AT&T  Bell  Laboratories,  it's  one  of  the 
smallest  security  solutions  available  anywhere,  just  4"x  7%."So  wherever  you 
go,  you  can  take  it  along  without  taking 
up  any  real  space 

It's  also  an  easy  device  to  use. 
lust  plug  it  into  any  phone  and  your 
conversation  is  instantly  protected. 

Plus  it  works  on  both  digital  and  analog  phones,  anywhere  around  the 
»«»AT*r  world.  And  you  get  the  clearest  quality  along  with  100%  voice  recognition.  All  at 


me  of  the  lowest  prices  of  any  digital  telephone  security  device  on  the  market. 

To  get  more  information  about  protecting  your  business,  call  AT&T  at 
!  800  952-4082.  Outside  the  U.S.  and  Canada,  call  919  279-7617 

Because  we  can  help  you 
|eep  your  competitors  from  _  —  ATf^T 

nowing  yom  business  The  right  choice. 


In  Massachusetts  Our  Business 

Philosophy  Is  Simple. 
If  You're  Not  First,  You're  I/Ast. 


Ever  since  the  Pilgrims  established 
Massachusetts  as  the  lirst  business 

center  ol  the  New  World,  weve 


had  a  reputation  tor  f>et~ 

i 


Reebok 


M  ting  business  ideas  and 
products  to  market  first. 

The  lirst  telephone. 
The  lirst  computer.  The 
lirst    use  ol  anesthesia. 
The  first  pacemaker. 
These  ventures 
are  all  part 


educated  workforce  in  the  nation. 

Our  government  ollicials  are  smar  t, 
too.  They  recently  passed  a  bill  to  give 
our  state  the  high-  est  R&D 

tax  credit  in 
the  nation. 
They 


p    ol  our 
J 

JVfl  assaciiusetts 

II AS  ALWAYS 
BEEN   HOME  TO 
CHAMPIONS  IN 
THE  FOOTWEAR 
INDUSTRY. 


also 
I kism'i  I  an 


rich 
business 
history. 
Ak  mg  the  way, 
we've  helped  launch 
entire  industries.  The 
.-r  biotechnology, 
computer,  plastics 
and  telecom  municat  ions 

Gillette 
(inventor  of  the 

first  safety 
HAAOR)  introduced 
the  sensor " 
shaving  system 
in  1«>«>0.    It  was 
one  of  the  most 
success*!  i  new 
product  launches 
in  history. 


investment 
incentive  program. 
In  addition,  they've 
balanced  three  budgets 
in  succession,  all 
w  ithout  raising  taxes. 

For  details  on  the  investment  in- 
centives available  to  your  venture,  cal 
the  Massachusetts  Office  of  Business 
Development,  1-80Q-5-CAPITAL  and 


A  MASSACHUSETTS 
COMPANY  WAS  THE 
FIRST  BIOTECH 
COMPANY  TO  GET 
FDA  APPROVAL 
ON  A  NOVEL 
CiENETICALLY 
ENGINEERED 
IIIOTHERAPEUTIC 

DRUG. 


revolu- 
tions got  their  start  in 
Massai  husel  is.  Bui 
then,  these  are  results 
you'd  expect  I  rom  a 
state  w  ith  the  most 


PictureTel  is 
leading  the  v i deotele- 
conferencing  boom 
from  its  corporate 
headquarters 
in  dan  vers. 


iisk  to  speak  with  one  of  our  Develop- 
ment Coordinators.   But  do  it  now. 
Bel  ore  your  competition  does  it  first. 


MASSACHUSETTS 


The  Venture  Capital' 


y 


 , 

By  Rich  Karlgaard 

H 

7~"~"~  i      1    1  I 

ARRY  ELLISON 


life  and  career  of  database  soft- 
ware magnate  Larry  Ellison  reads  like  a 
liovel.  Born  in  New  York  City  48  years 
^go,  he  was  adopted  by  relatives  who 
raised  him  in  their  walk-up  flat  on 
Chicago's  tough  South  Side.  Excelling 
n  math,  he  made  it  to  the  University 
b|  Chicago  and  the  University  of  Illi- 
b.ois,  but  left  before  graduating.  He  lit 
but  for  California  and  a  series  of  pro- 
;ramming  jobs  at  companies  like 
Amdahl  and  Memorex.  At  age  33,  Elli- 
pn  caught  the  entrepreneurial  bug, 
|nortgaged  his  house  and  started  Oracle 
Corp. 

Ellison  conceived  Oracle  as  a  low- 
hverhead  consultancy,  a  strategy  that 
helped  the  young  company  achieve 
(ositive  cash  flow  from  the  start.  Elh- 
pn  is  quick  to  tell  you  he  never  had  to 
ake  a  dime  of  venture  capital,  the 
bsult  of  which  is  that  today  he  is  one 
if  high-tech's  billionaires.  Such  big- 
ime  success  didn't  seem  probable  back 
ji  1977.  But  a  pair  of  decisions  Ellison 
jiade  in  the  early  years  would  change 
Oracle's  course  and  guarantee  Ellison's 
j access.  The  first  was  to  rewrite  an  IBM 
atabase  language  called  SQL  into  a 
prrn  that  would  allow  it  to  run  on  all 
jinds  of  computers,  from  mainframes 
n  desktops.  The  second  was  to  move 
•racle  beyond  consulting  to  making 
lid  selling  products. 
I  Among  Ellison's  novel-hero  gifts  are 
I  ear  vision,  a  willingness  to  gamble 
.|Lg  against  convention  and  a  knack  for 
I  ^-inventing  himself  at  just  the  right 
I  me.  Combined  with  a  veneer  of 


Unifying  corporate 
data  is  not  good 
enough!  We  have 
data  being  created  by 
news  bureaus  and 
data  being  created  by 
government  agencies. 
There  is  a  world  of 
information  outside 
that  is  not  easily 
accessible  by  people 
inside  corporations. 


South  Side  Chicago  ruffian  that  he 
wears  when  it  serves  his  purposes,  Elli- 
son attains  an  aura  of  power  and  dan- 
ger. Throughout  the  1980s  Ellison  and 
Oracle  were  hellbent  on  capturing  mar- 
ket share  and  achieving  "growth  at  any 
cost,"  as  a  favorite  company  saying  at 
the  time  went.  Ellison  emerged  as  a 
swashbuckling  CEO,  capable  of  whip- 
ping his  employees  into  the  industry's 
most  powerful  sales  force.  Between 
1981  and  1990,  Oracle  grew  to  $917 
million  in  sales.  Ellison  had  become  a 
billionaire  and  a  Silicon  Valley  legend, 
famous  for  his  Ferraris  and  his  bold 
directives. 

The  Oracle  culture  reflected  Elli- 
son— smart,  cocky,  aggressive.  But  sud- 
denly, in  1990,  came  a  resounding 
crash — which  surprised  Wall  Street  but 
not  Oracle  customers  who  had  grown 
weary  of  premature  products  pushed 
on  them  by  an  electrified  sales  force.  In 
one  quarter,  Oracle  lost  $28.7  million, 
and  within  weeks  the  company's  mar- 
ket cap  fell  from  $3.7  billion  to  $700 
million.  Accusations  started  flying. 
Oracle's  overheated  culture — and  its 
assumed  instigator,  Ellison — caught 
the  blame.  Ellison  began  receiving  calls 
from  customers  and  financiers  asking 
him  to  step  down.  It  seemed  that 
another  Silicon  Valley  legend  had 
flamed  out. 

But  Ellison  thumbed  his  nose  at 
convention  and  hung  on.  And  once 
more,  just  at  the  right  time,  he  rein- 
vented himself. 

Over  the  past  three  years  Ellison 
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has  done  what  his  critics  said  he  could 
never  bring  himself  to  do:  bring  in 
high-powered  management  from  the 
outside.  Oracle  has  cut  costs,  refocused 
its  energies  and,  earlier  this  year, 
replaced  its  worn-out  flagship  product, 
the  Oracle  6  database,  with  an  indus- 
try-hailed Oracle  7.  Most  amazing, 
Oracle's  culture,  like  Ellison  himself, 
has  transformed  itself:  It  now  focuses 
on  developing  long-term  partnerships 
with  customers  rather  than  attaining 
market  share  at  any  cost.  To  the 
observer,  Ellison  genuinely  seems  a 
changed  man.  His  manifest  brilliance 
and  energy  remain,  along  with  the 


most  productive  mix  of  mainframes, 
minicomputers,  workstations,  PCs  and 
servers  on  which  to  run  the  company. 
Challenges  remain,  of  course.  Unlike 
the  early  years,  when  Oracle  clobbered 
a  series  of  older,  entrenched  rivals  like 
Cullinet,  its  competition  now  comes 
from  aggressive  upstarts  like  Sybase 
and  Gupta  as  well  as  a  rejuvenated 
Informix. 

When  we  caught  up  with  Ellison, 
he  was  rehabilitating  a  fractured  elbow, 
the  result  of  a  25-mile-per-hour  bicycle 
crash  ("an  amusing  lesson  in  physics"). 
His  biking  was  an  attempted  therapy 
for  another  injury,  a  broken  neck  and 


a  period  of  three  seconds  until  I  heard 
three  bones  fracturing  in  my  shoul- 
ders. It  was  a  veiy  surreal  experience. 
My  board  exploded  into  three  pieces- 
one  piece  jammed  into  my  neck  anc 
broke  my  neck — broke  my  16th  verte- 
bra. Then  I  heard  my  ribs  snapping  one 
after  another,  and  finally  one  of  them 
went  into  a  lung  and  punctured  anc 
collapsed  my  lung.  When  the  wave 
finally  subsided,  my  right  shouldei 
was  down  where  my  waist  was  sup- 
posed to  be. 

asap:  Likewise,  Oracle  suffered  an 
almost  fatal  crash  in  1990.  Tell  us 
about  that  one. 


bravado,  but  these  days,  the  weapon  he 
wields  with  visitors  is  likely  to  be  self- 
deprecatory  humor,  not  intimidation. 
"You  can  say  anything  you  want  about 
me,  as  long  as  you  agree  to  morph  my 
picture  in  the  direction  of  Gregory 
Peck,  age  22,"  he  advised  us,  tongue-in- 
cheek,  during  the  interview. 

The  future  indeed  looks  bright  for 
Ellison  and  company.  Because  of  the 
predicted  success  of  Oracle  7,  influen- 
tial investors  like  Roger  McNamee  rec- 
ommend Oracle's  stock  these  days, 
even  though  it  is  trading  near  its  all- 
time  high.  Next-generation  Oracle  8 
will  incorporate  the  1990s'  hot  trend, 
object  databases.  And  since  Oracle  soft- 
ware runs  on  a  variety  of  platforms,  it 
is  well  positioned  at  a  time  when 
many  large  customers  are  "rightsiz- 
ing"— that  is,  attempting  to  find  the 


punctured  lung  suffered  last  fall  while 
surfing  in  Hawaii. 

asap:  Broken  neck,  broken  elbow.  Does 
Oracle  have  a  big  insurance  policy  on 

you? 

ellison:  Not  any  more — they  used  to. 
They  contribute  what  I'm  worth,  so 
they  canceled  the  policy!  I  really  had 
no  intention  of  bodysurfing  that  day. 
The  beach  was  closed,  there  were  red 
flags  out,  12-  to  15-foot  waves.  I've 
never  been  in  surf  like  that  in  my  life.  I 
just  came  up  and  found  myself  in 
absolutely  perfect  position  on  this 
enormous  wave,  and  spontaneously — 
obviously  no  thought  process  at  all — I 
decided  to  bodysurf  this  wave.  The  first 
second  was  wow!,  and  the  second  was 
oh,  my  God.  The  hydraulic  compres- 
sion of  the  waves  compressed  me  over 


ellison:  Yup.  We  were  profitable  fron) 
day  one.  Then  in  1990  we  hit  the  wall 
and  had  a  $28.7  million  loss  quarter. 
asap:  What  happened? 
ellison:  We  were  an  adolescent  compai 
ny.  Our  goal  was  growth,  much  like  an 
adolescent's.  Every  year  we  were  a  yeal 
older  and  twice  as  large.  We  doublet 
all  the  way  up  to  $500  million,  thei 
slowed  to  60  percent  growth.  Am 
every  year,  people  said,  Larry,  yon 
should  stop  trying  to  grow  so  fast, 
mean,  how  insane. 

asap:  Who  was  insane — you  or  th 
critics? 

ellison:  The  critics!  By  far  the  large 
risk  was  in  growing  too  slow.  Look, 
watched  [Oracle  competitor]  Ingre 
implement  a  much  more  conservativ 
strategy.  People  forget  that  one  yeal 
Ingres  was  $8  million  and  Oracle  wa) 
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$13  million.  Now  Oracle  is  ten  times 
larger.  So  you  tell  me,  which  strategy 
had  the  higher  risk?  We  aggressively 
pursued  the  market  and  growth 
because  we  thought  we  had  to  get  up 
to  a  certain  scale  to  survive  the  shake- 
up  in  the  computer  industry.  We  pur- 
sued growth  relentlessly.  Growth  was 
the  center  of  our  culture  for  a  long 
time.  I  knew  eventually  this  would  hit 
us — at  some  time  we  would  invest  for 
very  rapid  growth  and  we  would  get 
nailed.  And  when  we  hit  the  wall,  we 
hit  it  very,  very  hard. 
asAP:  At  the  time,  people  said  Oracle's 
growth  culture  was  aggressive  to  the 


than  100-percent  market  share  is  not 
enough.  We  believe  in  Genghis  Khan's 
dictum:  not  sufficient  to  succeed — 
everyone  else  must  fail.  So  The  New 
York  Times  runs  a  picture  of  Larry  Elli- 
son saying,  Not  sufficient  that  I  suc- 
ceed, all  others  must  fail.  You  know,  I 
got  hate  mail  from  that. 
asap:  But  in  a  curious  way  it  served 
you  well.  You  and  Oracle  had  a  real 
tough-guy  image.  There  are  worse 
images  to  have,  no? 

ellison:  Well,  yes  and  no.  We  certainly 
wanted  to  win  every  deal,  win  every 
game.  We  wanted  to  be  the  Miami 
Dolphins,  have  a  100-percent  wmning 


real  information.  We  have  a  terrible 
problem  right  now.  People  invest  a 
small  fortune — a  large  fortune! — in 
their  computing  infrastructure.  But 
they  still  can't  get  the  information 
they  need  out  of  their  computers. 
Some  stuff  is  on  one  computer,  other 
stuff  is  on  another  computer.  There  are 
islands  of  databases,  but  no  unified 
view  of  corporate  data.  We  need  the 
ability  to  easily  access  all  of  the  com- 
puters in  an  organization.  To  the  user, 
it  should  appear  seamless — one  organi- 
zation, one  computer,  one  database,  if 
you  will. 

asap:  Didn't  IBM  flounder  trying  to  sell 


xtreme.  Didn't  you  go  around  quoting 
ienghis  Khan? 

llison:  Absolutely  inaccurate!  I  quot- 
d  Genghis  Khan,  but  let  me  tell  you 
pe  whole  story.  I  hesitate  to  say  this 
ecause  you  might  do  the  same  thing 
\he  New  York  Times  did.  I  was  talking 
p  a  reporter  about  how  I've  worked  a 
pt  in  Japan,  and  we  were  talking  about 
(Dmpetition.  I  recalled  a  conversation  I 
jad  had  with  a  Fujitsu  executive  who 

lid  to  me,  'You  Americans  have  no 
j  omach  for  competition.'  I  said,  'Wait 

minute.  America  knows  capitalism.' 
re  said,  'Don't  tell  me  about  railroads, 
bn't  tell  me  about  the  late  19th  centu- 
y.  You  Americans  think  there  is  room 
ir  everybody  in  the  market.  We  in 
(pan  think  that  our  competitors  are 

iking  rice  out  of  our  children's 
uouths.  We  think  that  anything  less 


season.  Today,  Oracle  is  in  a  different 
phase.  The  way  you  grow  from  a  bil- 
lion dollars  to  three  billion  dollars, 
which  is  our  goal  now,  is  not  to  sell  big 
deals  or  convince  someone  to  buy  soft- 
ware in  advance.  The  only  way  we  can 
grow  today  is  to  convince  major  com- 
panies like  Texaco  to  be  a  partner. 
asap:  Now  that  Oracle  is  flying  high 
again,  how  is  your  job  different? 
ellison:  Two  years  ago,  I  thought  only 
about  getting  to  the  next  quarter.  Now 
I  get  to  spend  time  with  customers, 
think  about  where  the  industry  is 
today,  where  it's  been,  where  it's  going. 
asap:  Many  corporate  managers  say 
they  get  little  or  no  measurable  produc- 
tivity increase  from  their  computers. 
What's  the  answer? 

ellison:  Clearly,  the  answer  is  that  you 
first  have  to  turn  corporate  data  into 


that  vision? 

ellison:  IBM's  problem  was  lack  of 
strategy. 

asap:  Tell  us  why  you're  spending  so 
much  time  these  days  with  McCaw 
Cellular,  AT&T  and  U.S.  West. 
ellison:  Because  unifying  corporate 
data  is  not  good  enough.  We  have  data 
being  created  by  news  bureaus  and  data 
being  created  by  government  agencies. 
There  is  a  world  of  information  outside 
that  is  not  easily  accessible  by  people 
inside  corporations. 
asap:  Give  us  an  example. 
ellison:  The  way  we  do  trademark 
searches  is  ludicrous.  You  call  some- 
one up  on  the  phone,  a  lawyer  charges 
obscene  fees,  a  couple  of  days  later 
they  tell  you  what  the  trademark  sta- 
tus is.  That's  nonsense!  You  should  be 
able  to  sit  at  your  PC  and  enter  your 
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proposed  trademark  and  in  about  a 
20th  of  a  second  get  an  answer  back 
through  one  of  the  public  databases  on 
the  network.  There  are  lots  of  databas- 
es like  that. 

asap:  For  which  you'll  need  a  common 
carrier.  Why  do  you  prefer  the  phone 
companies  over  the  cable  companies? 
ellison:  The  cable  companies  have 
very,  very  broadband  communications 
and  younger,  more  visionary  manage- 
ment. But  the  phone  companies  have  a 
two-way  switch  network,  which  is 
underrated. 
ASAP:  How  so? 

ellison:  The  fact  is,  you  don't  need  to 


ellison:  What  else  is  there?  IBM  says, 
Well,  our  old  mainframe,  that's  the 
server.  That's  nonsense.  Mainframes 
are  much  too  expensive,  difficult  to 
use,  dismally  slow.  For  this  new  world 
of  on-line  databases,  we'll  need  com- 
puters that  are  thousands  of  times 
faster  than  the  fastest  PCs,  hundreds  of 
times  faster  than  IBM  mainframes. 
They'll  have  to  scan  enormous  data- 
bases in  milliseconds,  textual  databases 
as  well  as  structural  databases. 
asap:  Most  people  think  of  massively 
parallel  computers  as  science-problem 
crunchers,  not  database  servers. 
ellison:  Thinking  Machines  can  have 


this  wrong,  where  can  you  do  it  differ- 
ently and  better.  Oracle  is  betting  big- 
time  on  massively  parallel  servers. 
asap:  Last  question:  What  is  the  most 
important  job  of  upper  managers  who 
make  technology  decisions? 
ellison:  They  need  to  know  what  the 
critical  piece  of  information  is  that  the 
company  needs,  rather  than  under- 
standing the  details  and  implementa- 
tion of  any  given  information  technolo- 
gy. Companies  should  have  key  indica- 
tors of  their  performance  that  they 
monitor  to  see  how  their  business  is 
going.  They  should  be  building  infor- 
mation systems  to  monitor  those  key 


channel  500  or  50,000  information 
streams  into  my  computer  or  smart 
TV.  I  access  only  one  thing  at  a  time.  If 
I  can  tell  the  carrier  which  one  of  the 
50,000  I  want  to  see,  there  is  a  real 
advantage  to  having  a  switch  network. 
asap:  Thus  the  phone  companies. 
What's  Oracle's  role  in  the  partner- 
ships? 

ellison:  It's  really  amusing.  You've  got 
manufacturers  of  information,  ware- 
houses of  information,  distributors  of 
information.  Guess  what?  Nobody 
talks  about  the  warehouse.  That's 
what  Oracle  is  doing  with  the  phone 
companies.  Suffice  it  to  say  that  along 
with  Oracle  database  software,  we'll 
need  cheap,  massively  parallel 
machines  as  servers  for  these  huge  on- 
line databases. 

asap:  Why  massively  parallel? 


the  science-crunching  market.  I  could 
care  less.  I'm  talking  about  massively 
parallel  servers  costing  $20,000.  That 
will  happen  very,  very  soon  because 
they  use  commodity  microprocessors 
and  commodity  memory. 
asap:  Hardware  price/performance  is 
one  thing.  But  don't  massively  parallel 
machines  pose  very  sticky  software 
problems? 

ellison:  That's  conventional  thinking, 
okay?  Frankly,  Oracle  is  a  $4.8  billion 
market  cap  company  today  because 
we've  always  gone  against  convention. 
It's  like  playing  chess  and  being  black 
and  always  copying  white's  moves. 
What  a  sure-fire  way  to  lose!  You  have 
to  find  places  to  take  advantage,  and 
the  way  to  have  the  advantage  is  to 
find  flaws  in  the  conventional  strategy. 
To  find  where  everyone  else  is  doing 


indicators.  To  me,  the  chief  role  of  the 
CIO  is  to  find  what  those  indicators  o| 
overall  business  are  and  make  sure  the 
company  monitors  this  stuff. 
asap:  Give  us  an  example  of  a  key  indi< 
cator  that  would  be  valuable. 
ellison:  Well,  sales  and  marketing  are 
really  in  a  very  primitive  stage  in  mosi 
organizations.  Sales  guys  offer  tremeni 
dous  leverage  for  the  company.  The? 
are  the  highest-paid  guys  in  the  comi 
pany  and  the  least  automated.  Yol 
never  quite  know  how  they  will  pro 
duce  until  the  quarter  is  over  and  id 
too  late.  Wouldn't  you  like  to  have 
more  accurate  indicator?  On  the  othe 
hand,  the  finance  guys  are  the  lowest 
paid  and  the  highest-automatec 
That's  just  nonsense  when  you  thin 
about  it.  Just  ludicrous.  It's  not  goo 
enough  anymore. 
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By  Glenn  Rifkin 


Reengineering 

Aetna 


Aetna  Life  and  Casualty  is  a  behemoth  on  a  crash  diet  of  pure  info  tech  protein. 
To  CEO  Ronald  E.  Compton  the  prescription  is  clear:  be  quick,  or  be  dead. 


HE  tremors  felt  along  Farmington 
Avenue  in  downtown  Hartford,  Conn., 
arc  emanating  from  the  Georgian-style 
headquarters  of  Aetna  Life  and  Casual- 
ty. The  venerahle  insurance  and  finan- 
cial services  provider,  which  has  been 
among  the  nation's  preeminent  insur- 
ers since  the  Civil  War,  is  remaking 
itself,  and  the  sweeping  changes  are 
shaking  the  very  foundations  of  the 
company. 

Under  Chairman  and  CEO  Ronald  E. 
Compton,  the  nation's  largest  publicly 
traded  insurance  company — with  $90 
billion  in  assets — is  reengineering  vital 
business  functions  across  all  of  its  busi- 
ness units.  Applying  concepts  espoused 
by  reengineering  guru  Michael  Ham 
mer,  Aetna  is  fundamentally  changing 
the  way  it  does  its  work.  By  eliminat- 
ing business  processes  that  were  fol- 
lowed with  religious  devotion  for 
decades  and  replacing  them  with  tech- 
nology-driven concepts  and  methods, 
the  company  is  focusing  on  the  cus- 
tomer as  a  prized  asset  rather  than  a 
disruption  in  the  workday. 

Among  the  dozen  ongoing  reengi- 
neering initiatives: 

■  In  reuniting  personal  and  commer- 
cial lines  of  property  and  casualty 
insurance,  Aetna  had  to  consolidate 
the  two  massive  and  incompatible 
computerized  claim  systems  that  ser- 
viced each  of  those  businesses.  The 
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systems  were  built  in  two  different 
decades,  used  different  codes  and  differ- 
ent interfaces,  and  handled  vastly  dif- 
ferent tasks.  Therefore,  making  them 
work  together  was  difficult. 

Aetna's  information  technology 
people  built  for  the  two  IBM  main- 
frame-based systems  a  Windows-based 
PC  front  end  that  allows  service  repre- 
sentatives to  handle  a  loss  report,  make 
a  payment  or  gain  access  to  a  database 
on  one  of  the  two  corporate  main- 
frames simply  by  clicking  on  an  icon 
on  the  screen.  Using  this  mainframe- 
to-laptop  network,  Aetna  has  consoli- 
dated its  65  claim  centers  into  22 
regional  centers  across  the  country. 
Beginning  in  1995,  the  company 
expects  to  save  $100  million  from 
streamlining  these  operations  with 
new  work  processes. 
■  A  computer-based  system  that  is 
linked  to  vendors  allows  Aetna 
employees  to  order  their  own  supplies 
from  their  desktop  terminals  and  have 
those  orders  processed  and  paid  for  cen- 
trally, without  the  need  for  the  tradi- 
tional costly,  time-consuming  input 
from  purchasing.  Aetna  saved  $20  mil- 
lion in  1992  and  expects  annual  sav- 
ings to  increase  as  time  goes  on. 
H  Aetna's  Hartford-based  small  busi- 
ness market  group,  which  sells  group 
life  and  health  insurance  to  small  busi- 
nesses, started  using  laptop  computers 


and  new  software  to  enroll  prospectii 
members  at  the  customer's  site  ai 
print  out  ID  cards  instantly.  Employi 
Compaq  LTE  Lite  25  laptops  runni: 
proprietary  software  and  Canon  B 
printers,  the  on-site  process  is  accoi 
plished  in  less  than  half  a  day.  It  pre* 
ously  required  the  mailing  of  handwr 
ten  applications  and  took  two  montl 
Thirty-six  laptops  are  currently  used 
nine  locations,  and  at  least  100  laptc 
will  be  placed  in  40  Aetna  field  offic 
nationwide  by  year's  end.  The  com| 
ny  estimates  that  it  will  save  $700,0 
annually  just  in  productivity  co} 
with  the  program. 
■  As  part  of  a  pilot  program,  Aet 
has  installed  image-processing  techn 
ogy  in  its  Tewksbury,  Mass.,  hea 
plan  service  center.  Claims  received 
mail — which  used  to  sit  in  limbo  fo 
week  or  more — are  scanned  by  a  Koc 
990  Scanner/Filmer  into  a  network 
IBM  PS-2  computers  running  softw 
from  ViewStar  of  Emeryville,  Ca 
Claims  can  be  called  up  instantly  b 
service  representative  who  is  fieldl 
questions  from  a  customer.  Lost  fi 
and  endless  paper  shuffling  are  be 
dramatically  reduced. 


While  the  reengineering  initiate 
taken  individually,  may  not  se 
ground-breaking,  the  sum  of  the  eff< 
will  help  Aetna  emerge  from  a  h 


Chief  executive  Ron  Compton  is  such  a  believer  in  technology  that  he  owns  five  PCs — including  a  Compaq  386  LTE  Lite  25 
wireless  laptop  for  his  42-foot  Tartan  sloop.  Compton  pushed  hard  to  get  new,  reengineering-driven  initiatives  rolling,  spurred  by  the 
businesses  rather  than  by  the  information  technology  group.  Realizing  that  IT  is  crucial  to  the  success  of  reengineering,  however,  Aetna 
has  committed  resources  and  money  to  projects  aimed  at  successfully  refocusing  its  business  efforts. 


century  of  bureaucratic  gridlock  and  a 
corporate  multiple  personality  disor- 
der. At  least  that's  what  Compton 
hopes  to  achieve.  If  he  has  his  way, 
customers  will  no  longer  have  to  wait 
weeks  for  claims  to  be  settled  and 
I questions  to  be  answered.  "Either  serve 
the  customer  superbly  or  don't  even 
:ry,"  Compton  tells  his  charges. 

The  change,  as  Compton  will  tell 
/ou,  is  neither  smooth  nor  easy.  Aetna 
lad  to  reorganize  its  three  major  divi- 
iions  into  some  15  new  strategic  busi- 
less  units,  shed  5,000  workers  and 
nake  believers  out  of  the  43,000 
emaining  employees  before  the  com- 
>any  could  even  begin  the  traumatic 
eengineering  process. 

The  SBUs  must  perform  or  Comp- 
on  will  drop  the  ax.  He  chooses  his 
argets  based  on  an  assessment  of 
hareholder  equity,  earnings  as  com- 
pared to  plan  and  growth  prospects, 
xpenses,  and  other  criteria  specific  to 
ach  SBU.  He  already  has  canceled  one 
BU,  the  Axia  service  unit,  because  of 
inderperformance,  and  has  sold  off 
unerican  Reinsurance,  a  unit  he  used 
)  run.  Compton  also  pulled  Aetna  out 
f  the  auto  insurance  business  in 
Massachusetts  in  January  1992,  paying 
le  state  $88  million  to  do  so.  As  with 
nderachieving  businesses,  poor  perfor- 


:ance  by  employees  means  the  end  of 
Aetna  career:  several  business  unit 
ads,  in  fact,  have  been  replaced. 
i  For  this  tradition-bound,  140-year- 
i  insurance  company — where 
iployment  was  for  life,  an  employee 
Jing  in  corporate  stature  was  reward- 
!  with  a  new  wooden  coatrack  for  the 
lice,  and  everyone  sprinted  for  the 
irking  lot  at  4:15  p.m. — such  massive 
iange  is  nothing  short  of  revolution - 
y.  Mother  Aetna,  as  the  company 
j  s  fondly  called,  is  junking  its  past  to 
re  its  future. 

1  Making  things  worse,  Aetna  must 


perform  this  metamorphosis  under 
hostile  conditions.  The  insurance  busi- 
ness is  besieged  with  tightening  regula- 
tions and  competitive  pressures  that 
are  squeezing  the  profits  out  of  giants 
like  Cigna,  Travelers  and  Allstate,  as 
well  as  Aetna.  Once-heralded  players 
like  Mutual  Benefit  Life  and  Executive 
Life  have  been  taken  over,  victims  of 
poor  economic  and  industry  condi- 
tions. 

Industry  analysts,  who  tend  to  be 
skeptical  about  buzzword-based  quick 
fixes — worry  that  Aetna's  problems  are 


too  big  to  be  solved  by  reengineering 
alone.  Ralph  Gray,  a  consultant  spe- 
cializing in  insurance  who  is  president 
of  Insurance  Market  Research,  Morris- 
town,  N.J.,  believes  that  companies 
like  Aetna  must  become  more  selec- 
tive about  the  risks  they  underwrite. 
"Insurance  companies  need  to  be 
much  more  focused,"  Gray  says.  "The 
more  you  learn  about  risk,  the  less 
exposure  you  have.  You  have  to  focus 
on  the  better  risk  ratios  and  get  out  of 
the  other  businesses." 

In  that  regard,  Aetna  faces  serious 
problems.  Net  income  for  1992  was 
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Aetna 


$56  million,  compared  with  $505  mil- 
lion the  year  before.  Although  the 
numbers  reflect  unusual  charges — such 
as  a  $1  SO  million  fourth-quarter  charge 
to  boost  reserves  for  asbestos  and  envi- 
ronmental claims — the  news  from 
Hartford  is  not  encouraging. 

Aetna's  major  concern  is  the  $2.9 


urns  for  insurance  they  can  get  more 
cheaply  elsewhere. 

For  Aetna,  therefore,  the  reertgineer- 
ing  mandate  is  not  a  flavor-of-the- 
month  program  emanating  from  the 
executive  suite.  It  is,  in  Compton's 
view,  about  survival.  Compton 
acknowledges  that  he  is  betting  the 


billion  in  troubled  or  underperforming 
real  estate  loans  it  is  carrying,  accord- 
ing to  Weston  Hicks,  a  research  ana- 
lyst with  Sanford  C.  Bernstein  &  Co., 
New  York  City.  Even  after  writing 
down  $1  billion  of  those  loans  and 
crediting  the  write-off  to  its  reserve, 
Aetna  is  left  carrying  nearly  $2  billion 
in  poor  loans.  "It's  a  protracted  issue 
for  Aetna  and  will  take  years  to  work 
through,"  Hicks  says.  With  a  far 
greater  proportion  of  its  assets  tied  to 
real  estate  than  other  insurers,  Aetna 
has  serious  exposure  to  the  distressed 
fortunes  of  the  real  estate  market. 
Hicks  estimates  that  20  percent  of 
Aetna's  $21  bilhon  in  real  estate  prop- 
erties are  "underperforming." 

In  addition,  the  company  faces 
weakened  demand  and  increased  pric- 
ing pressure  in  its  $6  billion  property 
and  casualty  insurance  business.  This 
is  an  area  where  state  regulators  con- 
trol the  capital  ratios  and  customers 
are  loath  to  keep  paying  high  premi- 


Cheerleading  Peter  Fisher  leads 
the  reengineering  charge  at  Aetna's 
property  and  casualty  claim  center  in 
Middleboro,  Mass.  Last  August,  eight 
former  claim  centers  were 
consolidated  into  one  supercenter. 


company  on  his  bold  new  strategy — 
and  that  he  has  lost  plenty  of  sleep 
over  it — but  he  foresees  an  icily  clear 
business  landscape  in  the  future. 
"There  are  going  to  be  no  survivors," 
he  says,  "only  big  winners  and  the 
dead.  No  one  is  going  to  just  squeak 
by."  Would  Aetna  be  among  the  dead 
without  radical  change?  "Yes,"  Comp- 
ton says  quickly. 

Aetna's  reengineering  efforts,  which 
began  in  earnest  in  1990,  are  a  mixture 
of  small-  and  large-scale  projects  in 
diverse  parts  of  the  company.  The  goal 


is  to  standardize  business  practices  am 
computer  systems  as  much  as  possibl 
so  that  Aetna  can  compete  in  specifii 
profitable  markets.  A  company  o 
Aetna's  size  and  diversity  would  b 
impossible  to  reengineer  all  at  once,  si 
Aetna  has  started  with  a  dozen  initia 
tives.  Compton  named  a  vice-presiden 
of  reengineering,  Joseph  Matejek,  and  : 
staff  of  12  internal  consultants  to  shep 
herd  the  efforts. 

Everyone  inside  the  compan 
knows  that  the  quest  for  "One  Aetna 
is  a  long-term  and  elusive  goal.  Ther 
has  simply  been  too  much  dissimilar! 
ty  in  Aetna's  business  practices  ove 
recent  decades  to  pull  the  entire  corpc 
ration  together  anytime  soon,  i 
bureaucratic  morass  entangled  with 
conglomeration  of  technology  turne 
Aetna  into  dozens  of  jealously  guarde 
fiefdoms,  some  of  which  bore  virtuall 
no  resemblance  to  others.  The  situi 
tion  reached  the  point,  Compton  sayi 
where  ordering  a  pencil  cost  more  thai 
the  pencil  itself. 

So  Compton,  who  is  such  a  believer 
technology  that  he  owns  five  PCs 
including  a  Compaq  386  LTE  Lite  \ 
wireless  laptop  on  his  42-foot  Tarta 
sloop — pushed  hard  to  get  new  initi 
tives  rolling,  spurred  by  the  businessi 
rather  than  by  the  information  technc 
ogy  group.  Realizing  that  IT  is  crucii 
to  the  success  of  reengineering,  howe 
er,  Aetna  has  committed  resources  an 
money  to  projects  aimed  at  successfi 
ly  refocusing  its  business  efforts. 

At  the  Tewksbury  health  pi; 
claim  office,  for  example,  an  18-mora 
image-processing  pilot  project  is  jii 
concluding.  Aetna  hopes  that  it  w 
radically  shift  the  company's  empha: 
from  simply  dispensing  claiman 
checks  to  assuming  a  new,  enhanc 
role  as  patient  advocate  in  a  manag 
health  care  environment,  according 
Gery  Barry,  vice-president  of  meml 
services  for  Aetna  Health  Plans, 
patient  advocates,  Aetna  represen 
tives  must  be  able  to  guide  custom 
who  call  the  company  through  a  m; 
of  health  care  situations  and  decisii  I 
by  explaining  the  best  ways  to  d 
with  an  illness  or  injury;  suggest; 
where  to  get  second  opinions;  advis 
about  coverage  and  rights  under  co\ 
age;  and  providing  information  ab 
different  doctors,  health  care  organi 
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Compton's  10  Commandments 


1 .  You  have  to  give  people  a  mission,  a  clear  understanding  of 
how  to  achieve  that  mission  and  a  road  map  for  choosing  the 
appropriate  steps  for  action. 

2.  Either  serve  the  customer  superbly  or  don't  even  try. 

3.  Change  is  not  something  that  happens.  It's  a  way  of  life.  It's  not 
a  process,  it's  a  value.  It's  not  something  you  do,  it  engulfs  you. 

4.  How  do  you  get  the  people  who  built  the  box  to  think  outside  it? 
You  get  new  people. 

5.  Forget  outside  consultants.  They  come  in,  make  a  mess,  then 
walk  away. 

6.  Technology  is  never  really  the  problem.  The  problem  is  how  to 
use  it  effectively. 

7.  The  wrong  answer  rarely  kills  you.  What  it  does  is  waste  time. 
And  time  is  an  absolutely  limited  resource. 

8.  The  weak  link  in  reengineering  is  will.  It  is  a  huge  job  and  it  is 
agonizingly,  heartbreakingly  tough. 

9.  Once  people  catch  on  to  reengineering,  you  can't  hold  them 
down.  It's  a  lifetime  venture. 

10.  When  I  see  somebody  more  radical  than  I  am,  I'll  know  we're 
getting  somewhere. 


tions  and  HMOs. 

Aetna  used  to  reap  considerable 
profit  from  processing  health  care 
iclaims  for  companies  and  their 
enrolled  employees.  Today,  however, 
managed  health  care,  patient  advocacy 
and  streamlined  bureaucracy  are  the 
iwatchwords  of  the  health  care  indus- 
try, which  is  drowning  in  ever-rising 
[costs.  For  Aetna,  which  garners  the 
j  lion's  share  of  its  profits  ($386  million 
I  in  1992)  from  its  health  and  life  insur- 
ance businesses,  the  ability  to  respond 
;to  the  new  environment  is  crucial. 

A  key  part  of  the  technology 
changeover  focuses  on  the  transaction 
■  side  of  the  business.  Until  now,  health 
bare  claims  mailed  into  Aetna's  40 
claim  offices  around  the  country 
bntered  a  kind  of  twilight  zone  for  days 
pr  weeks.  In  that  period  before  a  claim 
k/vas  processed,  a  customer  calling  to 
p;heck  on  a  claim  would  likely  be  told 
;  hat  Aetna  didn't  know  if  it  had  been 
Received,  let  alone  its  status.  "And  we 
liiave  the  best  turnaround  time  in  the 
jindustry,"  Barry  says.  "This  is  an 
industrywide  problem." 

In  March  1992  Aetna  began  the 
j  pilot  program  at  its  Tewksbury  health 
Wan  service  center.  Using  personal 
computers  and  image-processing  soft- 
ware, half  of  the  center's  200  claim 
uirocessors  are  able  to  electronically 
1  can  a  received  claim.  The  image  is 
stored  both  on  microfilm  and  on  a 
focal  area  network  file  server.  The 
milage  is  checked  for  clarity,  and  any 
necessary  information  about  the 
laimant  is  added  to  the  file.  From 
1  len  on,  the  claim  can  be  called  up  on 
1  workstation  by  any  claim  processor 
i  r  customer  service  representative 
dth  access  to  the  network.  Once  the 
[aim  is  processed,  it  is  transferred  to 
1. 'writable  optical  disks  for  permanent 
;<:orage  at  the  centers. 
1  Today,  more  than  90  PCs  are  in  the 
lewksbury  network,  and  Aetna  plans 
B  train  all  personnel.  "It  makes  a  dif- 
rence  in  managing  the  workflow  bet- 
Mi  and  keeping  files  horn  getting  lost," 
iirry  says.  "It  also  lets  us  avoid  send- 
ug  mail  throughout  the  office,  putting 
in  stacks  on  desks."  One  of  the 
ggest  advantages,  he  adds,  is  the  dra- 
latic  reduction  in  the  number  of 
peat  phone  calls  bom  customers  that 
ust  be  fielded. 

Though  he  cannot  provide  specific 


dollar  savings  yet,  Barry  says  the  pilot 
will  be  evaluated  carefully  for  cost  jus- 
tification, and  he  anticipates  that  imag- 
ing systems  will  be  installed  in  all  of 
Aetna's  40  health  plan  offices.  Current- 
ly being  discussed  is  the  idea  of  setting 
up  one  central  mail  center  where  all 
claims  will  be  opened,  scanned  and 
filed,  then  sent  electronically  to  the 
appropriate  claim  center. 

Another  major  reengineering  effort 
is  under  way  at  Aetna's  property  and 
casualty  claim  center  in  Middleboro, 
Mass.,  not  far  from  Cape  Cod.  Last 
August,  eight  former  claim  centers 
were  consolidated  into  one  supercenter 
at  Middleboro.  Such  centers  are  being 
created  in  Indianapolis,  Tampa,  Denver 
and  1 8  other  sites  around  the  country. 


The  shock  of  such  a  drastic  reorga- 
nization was  exacerbated  by  the  fact 
that  the  225  customer  service  represen- 
tatives and  support  people  who  were 
brought  together  at  Middleboro  had 
been  using  several  different  software 
systems  custom-built  over  the  years  by 
Aetna's  IT  organization.  For  automo- 
bile insurance,  for  example,  there  was 
the  Claim  Automated  Information  Sys- 
tem. For  commercial  insurance  lines, 
there  was  the  Automated  Claim  Work- 
station. The  IT  group,  with  input  bom 
Middleboro,  is  consolidating  those  sys- 
tems into  one  called  The  Claim  Sys- 
tem. Each  worker  at  Middleboro  will 
have  an  IBM-compatible  386  PC  running 
Windows  and  a  customized  software 
environment  that  provides  simple 
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There's  been  a  lot  of  talk  lately  about  800  reliability.  But  who  delivers? 
Well,  FTD  is  into  flower  delivery  in  a  big  way.  460,000  Mother's  Day  orders  big. 

Not  surprisingly,  FTD  chose  Sprint  to  provide  their  vital  communications  li 
Perhaps  the  deciding  factor  in  their  choice  was  Sprint's  unique  nationwide,  100c, 
digital,  fiber-optic  network.  The  network  so  reliable  it  withstood  Hurricane  Hu 
Hurricane  Andrew  and  the  San  Francisco  earthquake.  (That's  a  stateme 
J$B^  AT&T  and  MCI  can't  make.) 

:      jjjp   FTD  also  depends  on- Sprint  for  the  strength  of  our  service  commitme 
One  so  good  that  only  Sprint  offers  each  new  customer  a  90-day  money-!: 
guarantee.  Simply  stated,  if  you're  not  satisfied  with  Sprint's  800  service  after  yoi 

'  tther  conditions  apply.  Monthly  service  charge  refunded  if  preplanned  routing  change  not  made  within  5  minutes.  All  trademarks  are  propert;B 


1 90  days,  you  get  your  money  back,  up  to  $50,000.  What  does  AT&T  think  of 
ng  you  your  money  back?  Apparently  not  much.  All  they'll  do  is  credit  individual 
(3  up  to  $100  in  one  year.  Hardly  comparable  to  what  we  offer. 

This  same  Sprint  Secure5"  guarantee  also  assures  you  that  in  the  unlikely 
it  of  an  emergency,  Sprint  will  route  your  calls  to  a  preplanned  location  of  your 
Sice  within  five  minutes. 

Look  at  it  this  way:  if  Sprint  can  please  460,000  moms  for  FTD,  we  can  certainly 
er  for  you. 

For  the  perfect  800  service,  guaranteed, 
m  Sprint."  Call  1-800-827-4800. 

spective  owners.  ©  1993  Sprint  Communications  Company  I-..R 
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access  to  either  claim  system,  as  well 
as  to  a  host  of  other  software  applica- 
tions. 

Turning  on  a  PC  brings  up  a  nine- 
icon  menu  that  allows  users  to  access 
every  software  environment  needed  to 
do  their  work.  Aetna  reps  can  choose 
from  among  specific  software  applica- 
tions: operations,  payment,  time  and 
expense,  E-mail,  word  processing, 
spreadsheet,  communications,  medical 
and  claim  references,  and  management 
information.  Clicking  on  an  icon  con- 
nects the  user  directly  to  a  mainframe 
in  one  of  two  data  centers  in  Hartford 
or  to  a  local  area  network  in  Middle- 
boro  to  pull  up  an  application. 

According  to  Peter  Fisher,  Middle- 
boro's  claim  manager,  by  the  time  all 
22  centers  are  up  and  running  at  the 
end  of  the  year,  the  plan  is  to  have  a 
simpler  environment  standardized  on  a 
LAN-based  rather  than  a  mainframe- 
based  architecture.  The  LAN  will  con- 
sist of  Advanced  Logic  Research  386 
IBM-compatible  PCs  with  custom- 
designed  front  ends  running  under 
Windows  3.1. 

The  new  computer  environment 
will  be  essential  in  supporting  what 
may  be  Aetna's  most  radical  reengi- 
neering  initiative.  The  company, 
which  since  the  Civil  War  has  relied 
exclusively  on  independent  insurance 
agents  to  sell  its  products,  has  installed 
a  toll-free  line  that  allows  customers  to 
call  directly  with  claims.  Rather  than 
filing  paper-based  claim  forms  through 
agents — a  process  that  might  take  days 
or  weeks — customers  can  get  service 
24  hours  a  day,  seven  days  a  week. 

When  a  customer  calls  Aetna,  a  ser- 
vice rep  follows  a  series  of  prompts  on 
the  screen  that  request  all  pertinent 
loss  information.  The  software  lists  all 
the  available  claim  representatives  and 
their  areas  of  expertise,  then  automati- 
cally assigns  the  case  to  one  of  them. 
The  claim  rep,  who  is  linked  to  the 
center  via  a  PC  or  laptop,  finds  the  case 
waiting  when  he  or  she  logs  on. 

In  the  past,  dozens  of  appraisals 
were  floating  around  a  claim  office  at 
any  one  time,  and  processing  a  claim 
could  take  weeks.  If  an  accident 
occurred  after  5  p.m.  on  Friday,  an 
Aetna  customer  had  to  wait  until  at 
least  the  following  Tuesday  to  get  any 
response  to  a  claim.  In  an  emergency  a 
customer  can  now  conceivably  have  a 


check  in  hand  within  24  hours. 

On  the  same  system,  Aetna 
installed  a  glass  software  program  that 
allows  a  customer  with  a  cracked  or 
shattered  windshield  to  call  on  a  toll- 
free  line  to'fUe  a  claim.  The  service  rep 
takes  the  necessary  information  from 
the  customer,  who  is  then  told  that  he 
or  she  will  be  contacted  by  one  of  three 
authorized  glass  companies.  The  claim 
is  then  sent  electronically  to  one  of  the 
companies  with  which  Aetna  has 
struck  long-term  deals.  That  company 
contacts  the  customer  and  sets  up  an 
appointment.  Ideally,  the  glass  is  fixed 
or  replaced  within  a  day. 

In  the  past,  Aetna  ignored  its  size 
and  influence  and  allowed  customers 
to  use  any  glass  shop  they  desired. 
Fisher  says  he  had  to  write  200  checks 
per  month  to  individual  glass  vendors. 


he  new  computer  environment 
will  be  essential  in  supporting 
what  may  be  Aetna's  most 


radical  reengineering  initiative.  Since 
the  Civil  War  Aetna  has  relied 
exclusively  on  independent  insurance 
agents  to  sell  its  products.  But  now  it 
has  installed  a  toll-free  line  that  allows 
customers  to  call  directly  with  claims. 
Paper-based  forms  are  out,  and 
customers  can  get  service  24  hours  a 
day,  seven  days  a  week. 


Now  he  can  write  three  and  as  a  bonus 
can  leverage  Aetna's  size  to  realize  30- 
to  40-percent  savings  on  paid  claims  by 
dealing  with  the  three  subcontractors. 
Aetna  expects  tens  of  millions  of  dol- 
lars in  savings.  This,  according  to  Mike 
Hammer,  is  classic  reengineering. 

Another  area  where  Aetna  stumbled 
over  its  giant  feet  was  in  servicing  cus- 
tomers who  acquired  its  investment- 
based  financial  products.  Four  separate 
business  units  sell  products  including 
annuities,  mutual  funds,  money  mar- 
ket funds  and  pension  funds  to  individ- 
uals and  large  companies,  such  as  Boe- 


ing. A  Boeing  employee  who  had 
money  in  different  annuities  or  mutual 
funds  was  forced  to  contact  each  Aetna 
business  unit  separately  to  change  an 
account,  get  an  update  or  ask  a  ques- 
tion. 

Under  the  reengineering  unit's  prod- 
ding, the  four  financial  business  units 
established  a  customer  service  center 
based  in  Hartford.  It  serves  100,000 
individual  customers  who  can  call  one 
center  and  get  service  and  information 
across  ah  the  financial  business  units. 
Dan  Hickey,  a  reengineering  project 
leader,  says  the  idea  is  to  create  a  life- 
time relationship  with  customers 
whether  or  not  they  remain  at  Boeing 
or  any  other  company.  Customer  ser- 
vice reps  using  networked  IBM  PS-2 
Model  90  computers  can  call  up  a  cus- 
tomer's file  and  find  a  profile  of  that 
customer,  records  of  correspondence 
and  any  other  pertinent  information  to 
help  Aetna  make  a  sale  or  otherwise! 
keep  the  customer  satisfied.  "We  want- 
ed to  emulate  Fidelity  Investments," 
Hickey  says. 

Hickey  describes  another  potential 
project  for  which  underwriters  will  use) 
knowledge-based  or  expert  systems,  iru 
this  case  to  handle  a  burgeoning  lifeil 
insurance  business  that  Aetna  risks 
losing  if  it  can't  provide  underwriting 
backup  to  its  salespeople.  When  thei 
underwriter  inputs  a  potential  cus-| 
tomer's  medical  history,  the  software 
asks  for  any  appropriate  additionai 
information,  then  works  down  a  deci- 
sion tree  to  determine  whether  Aetns 
wants  to  accept  the  customer  anc 
write  a  policy. 

The  list  of  reengineering  initiatives 
both  under  way  and  on  the  drawin; 
board,  grows  weekly.  Each  project  hai 
come  with  its  share  of  pain,  say  thosi 
involved.  Aetna's  technology  vision  i 
clouded  by  both  technical  and  cultura 
obstacles  that  prohibit  rapid  change 
The  company,  for  example,  has  a  hug 
capital  investment  in  mainframe-base 
computing.  Fifteen  IBM  behemoths  ar 
at  work  in  Aetna's  two  main  data  cer 
ters  in  Connecticut. 

As  corporate  America's  technolog 
environment  shifts  to  desktop-base 
client/server  systems,  which  give  bus 
nesses  increased  flexibility  and  mat 
them  less  dependent  on  outdated,  pre 
prietary  solutions,  companies  lit 
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IF  you're  LOOKING  AT  EUROPE 


The  Netherlands,  which  transformed 
distribution  into  logistics,  champions 
"value-added  logistics"- 
a  competitive  strategy 
that  can  speed  your 
entry  or  expansion  in 
Europe  as  distribution 
channels  change  rapidly. 

It  is  a  strategy  that  can  help  you  hit 
the  ground  running  in  Europe,  an 
increasingly  united  but  still  differen- 
tiated market. 

i  Value-added  logistics  goes  beyond 
:  mere  physical  distribution,  a  task  in 
i  which  the  Netherlands  is  already 
I  unsurpassed  because  of  Rotterdam's 
;  and  Schiphol's  ideal  locations,  and 
(beyond  logistics,  which  adds  brains 
ko  brawn. 


Dutch  experience  in  value-added  logistics  satisfies  your  need 
to  meet  customized  order  specifications  in  combination  with 
ispeedy  delivery  to  end  users  throughout  Europe. 

In  the  Netherlands,  you  will  find  the  perfect  infrastructure 
'or  adding  value  to  all  types  of  products  through  assembly, 
:ustomization,  testing,  burn-in  or  even  repair  activities. 

Jnder  the  same  roof,  you  can  also  repack  your  goods,  label 
hem,  take  orders,  handle  invoicing,  and  offer  after  sales 
upport  and  service  for  your  European  customers. 

A/HEN  YOU'RE  READY  TO  GO  THE  NEXT  STEP, 
REMEMBER  YOU  CAN  MAKE  IT  IN  HOLLAND. 


-]S]etheriands- 


poreignlnvestment 
 Agency  


For  more  information,  contact: 

Cap  Vermeulen,  Executive  Director 
Netherlands  Foreign  Investment  Agency 

One  Rockefeller  Plaza,  New  York,  NY  10020 


MEW  YORK  (212)  246-1434  •.  SAN  MATEO  (415)  349-8848  •  CHICAGO  (312)  616-8400  •  LOS  ANGELES  (310)  477-8288  •  OTTAWA  (613)  237-5030 


material  is  published  by  Ogilvy  Adams  &  Rinehart,  which  is  registered  as  an  agent  (if  the  Govern- 
snt  of  the  Netherlands.  It  is  filed  with  the  Department  of  Justice  where  the  required  registration 
itement  is  available  for  publir  inspection-  Registration  does  not  indicate  approval  of  the  contents  by 
e  United  States  Government. 


Aetna 


John  Loewenberg,  who  heads  Aetna's  IT  efforts,  says  that  "business  strategies  drive 
information  needs,"  When  he  arrived  at  Aetna,  he  found  1 9  separate  E-mail  systems, 
more  than  1 00  word  processing  packages,  80  different  spreadsheets,  36 
communication  networks  and  every  brand  of  PC  imaginable.  "I  was  shocked,"  he  says. 


Aetna  continue  to  dance  with  the 
dinosaurs.  "These  systems  were  built 
over  20  years  ago,"  says  Raymond 
Ziegler,  manager  of  client/server  archi- 
tecture at  Aetna.  "It's  tough  to  walk 
away  horn  that  type  of  investment." 

Though  Aetna  has  tens  of  thou- 
sands of  personal  computers  and  is 
committed  to  a  client/server  strategy 
of  its  own,  Aetna's  IT  management  has 
concluded  that  it  cannot  simply  scrap 
its  mainframes.  Therefore,  new  proj- 
ects require  massive  adaptation  of  new 
PC-based  hardware  and  software  into 
the  old  mainframe  mentality.  Not  sur- 
prisingly, with  such  heavy  baggage, 
many  of  the  reengineering  projects  are 
ramping  up  slowly. 

In  1989  Compton  recruited  John  D. 
Loewenberg,  an  IBM  and  insurance 
industry  veteran,  to  run  Aetna's  infor- 
mation technology.  Compton  ordered 
Loewenberg  to  centralize  Aetna  Infor- 
mation Technology  and  mandated  that 
ATT,  as  it  is  known,  be  run  like  a  busi- 
ness, report  to  a  board  of  directors  and, 
it  is  hoped,  make  a  profit.  If  a  business 
unit  doesn't  like  the  AIT  service  or 
feels  it  can  get  a  better  deal  outside  the 
company,  it  is  free  to  do  so.  The  board 
is  made  up  of  Aetna's  group  execu- 
tives, who  monitor  all  key  decisions 
and  sign  off  on  major  IT  projects. 
Compton  serves  as  the  single  share- 
holder in  the  fictitious  company.  "I'm 
the  gadfly,"  he  says. 

These  days  Aetna  is  filled  with  slo- 
gans, and  the  AIT  banner  reads  "One- 
and-Done,"  a  battle  cry  aimed  at  enter- 
ing information  into  the  computer 
only  once,  eliminating  duplication  and 
generally  showing  a  perfect  face  to  cus- 
tomers. In  May  1991  Loewenberg  dis- 
tributed a  15-page  document  outlining 
Aetna's  IT  vision  and  mission,  and 
asserting  the  once-radical  notion  that 
"business  strategies  drive  information 
needs"  and  "the  customer  must  be  our 
design  focus." 

For  Loewenberg,  One-and-Done 
means  streamlining  an  information 
technology  infrastructure  only  Rube 
Goldberg  could  love.  When  Loewen- 
berg arrived  at  Aetna,  he  found  19  sep- 
arate E-mail  systems,  more  than  100 
word-processing  packages,  80  different 
spreadsheets,  36  communication  net- 
works and  every  brand  of  PC  imagin- 
able. "I  was  shocked,"  he  says. 

He  is  simplifying  this  infrastructure. 


The  tedious  process  has  included 
replacing  the  entire  AIT  top  manage- 
ment team  and  cutting  staff  by  1,000. 
Currently,  AIT  has  roughly  4,000 
employees  and  a  $510  million  annual 
budget. 

Tensions  between  AIT  and  internal 
Aetna  users,  such  as  customer  service 
representatives  at  property  and  casual- 
ty claim  centers,  are  reportedly  high 
because  zealous  reengineers  want  new 
computer  systems  and  software  imme- 
diately, and  AIT  has  a  considerable 
backlog  of  requests.  Loewenberg 
acknowledges  the  unease  but  calls  it 
"healthy  tension."  He  suggests  that  a 
majority  of  the  reengineering  projects 
will  find  the  greatest  efficiencies  sim- 
ply by  redesigning  the  work  process. 
The  increased  use  of  technology  may 


not  even  be  the  principal  factor  in 
many  of  the  projects,  he  says. 

Fisher  counters:  "We're  playing  a 
lot  of  catch-up.  I  was  in  Hartford  in  the 
mid-1970s,  and  we  didn't  jump  on 
technology  when  we  should  have. 
We're  paying  the  price  now."  He 
would  like  to  see  Aetna  embrace  image 
processing,  but  Loewenberg  isn't  sure 
that  widespread  use  of  imaging  would 
be  beneficial. 

Whether  or  not  reengineering  is  the 
catalyst  to  creating  a  new  Aetna,  the 
concept  has  already  received  its  share 
of  criticism.  According  to  Dick 
Lochridge,  president  of  Lochridge  & 
Co.,  a  management  consulting  firm  in 
Boston,  the  drawback  of  reengineering 
is  that  it  "comes  with  a  home-run 
mentality,  that  change  will  happen  in 
one  fell  swoop."  When  reengineers 
look  to  the  systems  people  to  impose  a 
technology-based  solution  on  a  process 
problem,  a  company  "ends  up  with  a 
big  white  elephant.  "That's  what  Roger 
Smith  tried  to  do  at  General  Motors 
when  he  automated  all  the  plants," 
Lochridge  says.  "It's  people  who  make 
the  difference." 


Even  Mike  Hammer  acknowledges 
that  reengineering  cannot  guarantee 
success.  "I've  never  claimed  that 
reengineering  is  the  only  answer  or 
solution  to  the  world's  business  prob- 
lems," he  says.  "Reengineering  is, 
about  achieving  world-class  operations. 
You  can  have  that  and  still  get  killed 
by  other  things." 

Nevertheless,  reengineering  pro- 
vides leeway:  the  flexibility  to  usejj 
resources  where  they  are  needed  and 
the  financial  cushion  of  reductions  ini 
operating  costs.  "Reengineering  just 
gives  you  a  ticket  to  play  again  tomor- 
row," Hammer  says. 

For  Compton,  reengineering  is  the 
means  to  shape  Aetna  in  the  image  he 
has  long  envisioned.  "I've  been  here  3S; 
years,  and  at  no  instant  in  that  whole 
time  have  I  ever  believed  this  company 
has  lived  up  to  its  true  potential,"  he 
declares.  "We've  been  mnning  the  milt 
in  4:30 — what  if  we  could  go  3:50?  I 
drives  me  crazy.  I  just  want  this  com 
pany  to  fulfill  its  total  potential."    (ASAP  ■ 

Glenn  Rifkin  is  a  writer  from  Sudbury- 
Mass. 
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Eckhard  Pfeif fer 


Can  Anyone  Make  Money  in  the 
PC  Industry  Today? 

You  can't  make  money  if  you're  inef- 
ficient. Companies  today  have  to  com- 
pete against  other  companies  that  are 
just  dumping  inventory.  This  puts 
unbelievable  pressure  on  gross  mar- 
gins. We  have  been  bringing  margins 
down  rapidly  over  the  last  18  months; 
we  were  still  near  the  40-percent  level 
in  the  fourth  quarter  of  1991.  In  the 
fourth  quarter  of  last  year,  we  were 
down  to  27  percent  and  equally 
profitable.  Our  last  reported  quar- 
ter we  were  down  to  23  percent 
and  even  more  profitable.  It  can 
be  done. 

Shakeout  Coming? 

Very  difficult  to  predict.  A  few 
companies,  including  Compaq, 
clearly  drive  the  industry  today. 
Then  you  have  the  clones.  Final- 
ly, there  will  be  a  long  list  of  par- 
ticipants, like  Olivetti  and 
Unisys,  that  have  simply  chosen 
at  this  point  to  stay  in  business, 
and  will  stay  in  it  until  they  have 
figured  out  how  else  to  deal  with 
the  price  and  distribution 
changes  in  the  industry. 

Is  There  Any  Value  to  a 
Brand  Name? 

It  can  be  five  percent  higher, 
eight  percent  higher.  Beyond  that,  the 
majority  of  customers  will  move  to 
the  non-brands,  unless  we  are  talking 
about  some  other  differentiating  fac- 
tor, like  the  warranty.  I  believe  strong- 
ly in  brand  names.  Compaq  got  into 
trouble  in  the  middle  of  1990 — a  com- 
bination of  a  stagnating  economy, 
these  no-names  coming  on  the  mar- 
ket, Dell  beginning  its  direct  attack 
against  Compaq  and  so  on.  We  had  a 
rough  two-year  period.  But  the  Com- 
paq brand  name  was  out  there  and  car- 
ried us  through.  No  major  customers 
wanted  to  leave  us;  they  just  wanted 


to  know  that  Compaq  could  get  its 
costs  in  line.  When  we  came  back 
announcing  and  delivering  what  cus- 
tomers wanted  from  Compaq,  we 
were  back  all  the  way. 

Hardest  Thing  About  Compaq's 
Turnaround? 

Resisting  the  easy  solution.  Doing 
what  everybody  else  does  when  they're 
not  ready  to  build  at  lower  cost — 
which  is  to  buy  them  from  third-party 


level  of  purchasing  leverage  do  you 
have  and  how  do  you  get  your  materi- 
al? How  do  you  manage  your  logistics 
most  cost-effectively?  How  do  you 
avoid  obsolescence?  That  makes  a  big 
difference  in  a  low-margin  environ- 
ment, just  a  few  percentage  points. 

Are  Corporate  Customers 
Different  Today? 

Customers  recognize  the  dramatic 
changes  in  this  industry  and  arc  trying 


sources.  In  retrospect,  that  would  have 
been  a  killer,  the  death  blow.  It  would 
have  destroyed  Compaq's  hard-won 
brand  image  overnight. 

How  Did  You  Get  the  Costs 
Down? 

If  you  look  at  a  PC  today,  88  or  90  per- 
cent is  material  cost.  The  remaining 
10  or  12  percent  is  labor  and  overhead. 
Material  cost  is  pretty  much  the  same 
wherever  you  manufacture  in  the 
world.  So  the  real  question  is,  how  effi- 
ciently can  you  design  your  product 
and  then  source  your  material?  What 


ack. 


to  figure  out  what  all  is  behind  it.  Nc  , 
one  wants  to  be  left  behind,  with  their  [ltd 1 
competitors  having  a  more  advanta 
geous  business  model.  The  value  oi 
up-to-date  information  and  the  pro 
ductivity  of  information — these  factors 
are  increasingly  coming  into  play 
Anyone  not  dealing  with  this  issue  ii 
going  to  wake  up  to  some  significant 
disadvantage.  That's  a  starting  point 
Companies  need  to  deal  with  thi^ 
issue  at  the  top  management  level 
They  need  to  determine  what  theii 
business  is  all  about,  how  dependen 
they  are  on  outside  factors,  how  the) 
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Thrust  suddenly  into  the  CEO  role  in  October  1991,  Compaq's 
former  European  marketing  whiz  faced  red  ink  and  sinking 
market  share.  Situation  fixed,  here  is  where  Pfeiffer  is  heading. 


can  safely  chart  a  course  into  the 
future  that  is  not  necessarily  bleeding 
edge,  but  should  be  leading  edge. 

Why  Have  the  Europeans  Failed 
at  Computers? 

To  start,  they  just  underestimated 
the  potential.  Even  those  who  recog- 
MERslbized  it  made  the  mistake  of  getting 
dak!  into  noncompatible  areas;  they  differ- 
entiated what  shouldn't  have  been  dif- 
erentiated.  Also,  major  currency  fluc- 


and  how  it  has  changed  the  world, 
changed  the  political  system.  I  think 
communications  will  overcome  those 
efforts  leading  potentially  to  protec- 
tionism. The  speed  of  communication 
unites  the  world  today. 

Are  Intel  and  Microsoft 
Too  Powerful? 

I  don't  think  they've  become  too 
powerful.  They  certainly  have  imple- 
mented well — more  power  to  them. 


rithfl 


the  pii 


ISis 

ing  _ 
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jations  during  much  of  the  1980s  cre- 
ted  huge  transaction  costs.  That  real- 
threw  Olivetti  completely  off  the 
ack.  Finally,  the  companies  them- 
lves  were  just  too  slow,  too  bureau- 
atic.  Europeans  in  general  are  a  lot 
ss  entrepreneurial,  a  lot  less  willing 
take  risks.  Europe  is  wait  and  see, 
t's  assess  the  payback. 

Fear  a  Trade  war? 

trust  that  rational  minds  will  pre- 
tjl.  Yes,  I'm  aware  of  Smoot-Hawley, 
it  you  can't  compare  the  time  peri- 
ls. Look  at  communications  today 


That's  part  of  enterprise,  the  reward  of 
an  enormous  gamble  and  investment, 
of  constantly  being  on  the  top.  The 
way  things  evolve,  sooner  or  later 
there  will  be  fuller  competition.  We 
are  going  to  see  new  developments  on 
the  chip  side  as  well  as  on  the  operat- 
ing system  side.  The  food  chain  of 
components  and  software  and  distribu- 
tion channels  is  predictable,  yet  con- 
stantly evolving.  New  technologies 
will  bring  new  participants  into  the 
game,  especially  on  the  communica- 
tion side  of  business.  By  definition,  it 
will  be  a  surprise  move  when  and 


where  a  new  company  emerges  and 
creates  a  new  setup.  Companies  like 
AT&T  could  suddenly  reposition  the 
whole  thing. 

How  Does  Compaq  Intend  to 
remain  a  Major  Player? 

Our  most  obvious  objective  is  to  be 
the  leader  in  the  PC  industry.  To 
accomplish  that,  we  are  pursuing  five 
points:  technology,  cost,  customer  ori- 
entation and  marketing,  distribution, 
and  being  a  leader  as  a  company. 

Why  Are  You  partnering 
with  Microsoft? 

Leaders  have  to  stand  up  for 
things  like  quality,  reliability, 
guaranteed  compatibility,  com- 
petitive prices,  customer  support, 
financial  stability.  Concerning 
Microsoft,  it  is  a  given  that  the 
relationship  between  IBM  and 
Microsoft  is  not  the  most  cordial. 
If  you  go  down  the  list  of  PC  ven- 
dors, obviously  there  is  not  an 
ideal  relationship  with  Apple 
either.  So  Compaq  is  the  natural 
Microsoft  partner.  When  you  have 
competent  partners,  you  can 
advance  the  industry,  ensure  plug- 
and-play  compatibility  for  net- 
works and  add-ons.  Operating- 
systems  compatibility  is  a 
requirement,  and  I  think 
Microsoft  is  extremely  strong. 

Could  Intel  become  a 
Competitor? 

That  is  just  one  of  these  points  we  reg- 
ularly talk  about  with  Intel.  If  Intel 
would  make  a  decision  to  compete  on 
multiprocessor  servers,  say,  it  would 
obviously  cause  mass  consternation  in 
the  marketplace.  If  someone  who 
essentially  controls  the  whole  industry 
then  turns  out  to  compete  directly 
with  its  customers,  that  would  surely 
lead  to  changes  in  the  industry,  I  guar- 
antee you. 
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By  James  Daly 


To  the  Boondocks 

What  do  Charles  Schwab,  Manufacturers  Hanover,  CBS 
and  a  growing  number  of  companies  have  in  common! 
They've  moved  their  computer  data  centers  from  city 
to  suburb — even  1,000  miles  away. 


ROAD  TRIP  Charles  Schwab's  CIO  Mark  Barmann  and  Sr.  VP  Sheri 
Anderson  are  packing  up  the  company  data  center  and  moving  it  to  Arizona. 


Trend  to  watch:  an  exodus  of  large 
information  systems  departments  from 
costly  city  centers  to  the  boondocks. 
Motivated  by  factors  ranging  from 
cramped  old  buildings  to  high  rents  to 
consolidation—or,  as  is  the  case  with 
The  Charles  Schwab  Corp.,  the  desire  to 
get  key  computing  resources  away  from 
the  shaky  San  Andreas  Fault — the  solu- 
tion is  the  same:  move  out  of  town. 
"With  the  development  of  low-cost, 


high-speed  data  links,  it's  no  longer 
necessary  for  the  data  center  to  be 
located  down  the  hall,"  says  Thomas 
Blitz,  president  of  Reston,  Va. -based 
Compass  America  Inc.,  a  consultancy 
that  assists  big  IS  shops  with  their 
moves.  "In  fact,  it  often  makes  more 
economic  sense  if  it  isn't." 

In  recent  years  companies  like  J.  P. 
Morgan,  Ernst  &  Young,  Pacific  Gas  & 
Electric  Co.,  Capital  Holding  Corp., 


CBS  Inc.,  Citibank's  Global  Finance 
Group,  Union  Carbide  Corp.  and  Man- 
ufacturers Hanover  Trust  Co.  have 
trucked  data  centers  out  of  the  city. 

Immediate  payoffs  from  such  moves 
include  lower  rents,  utility  costs  and 
taxes.  Personnel  costs  can  also  plum- 
met. While  the  salary  and  benefits  of  a 
skilled  IS  staffer  may  range  between 
$60,000  and  $85,000  per  year  in  urban 
centers  of  two  million  people,  pay  dips 
into  the  $35,000  to  $50,000  range  in 
smaller  cities,  according  to  Compass 
America.  "There  are  many  good  rea- 
sons to  move,"  says  Blitz.  "These  days, 
you  can  run  data  centers  just  as  well 
from  500  miles  away  as  you  can  if  they 
were  in  the  next  building." 

The  tremors  that  occasionally  jiggle 
windows  and  doors  in  Northern  Cali- 
fornia sufficiently  rattled  the  nerves  of) 
members  of  Charles  Schwab's  19 
department  that  two  years  ago,  the  red 
hot  discount  brokerage  decided  to  open 
a  100,000-square-foot  computer  centei 
near  its  Phoenix  telephone  service 
office.  True,  Schwab  suffered  onl)| 
minor  damage  in  the  deadly  Octobei 
1989  earthquake  that  toppled  buUdings 
and  freeways  in  the  San  Francisco  Ba> 
Area.  But  the  company  decided  it  nc 
longer  wanted  to  "cheat  fate,"  say, 
Mark  Barmann,  executive  vice-presi 
dent  and  chief  information  officer  a 
Schwab.  "We  don't  like  having  all  ou 
eggs  in  one  seismically  active  basket." 

In  Phoenix  the  computer  system 
links  traders  at  approximately  181 
Schwab  offices  throughout  the  country 
These  will  remain  the  same:  a  leased 
line  Systems  Network  Architecture 
based  point-to-point  analog  networl 
connecting  an  Hitachi  Data  Systemi 
Corp.  Model  EX  620  mainframe  witl 
Quotron  Systems  Inc.  terminals.  Abou 
50  or  60  people  will  staff  the  Phoeni 
center,  which  will  be  "heavy  o: 
machinery  and  light  on  people, 
according  to  Barmann. 

About  half  of  the  50  current  Sa 
Francisco  staffers  decided  to  make  th 
move  to  Arizona;  the  rest  will  b 
absorbed  into  Schwab,  Barmann  say 
adding  that  "no  jobs  will  be  lost." 

The  relocation  is  part  of  Schwab 
ongoing  effort  to  disperse  its  technoiog 
cal  services.  In  May  1990  it  opened 
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-  Quick  Studies 


Who's  Who  in  Data  Relocation 

■  CBS  moved  from  New  York  City  to  Secaucus,  N.J. 

■  PG&E  moved  from  San  Francisco  io  Fairfield, 
Calif. 

■  J.  P.  Morgan  moved  from  New  York  City 
to  Christiana,  Del. 

■  Charles  Schwab  is  moving  from  San  Francisco  to 
Phoenix. 

■  Ernst  &  Young  relocated  from  New  York  City  to 
Lyndhurst,  N.J. 

■  Capital  Holding  Corp.  relocated  from  the 
Philadelphia  suburb  of  Frazer  to  Louisville. 

■  Citibank's  Global  Finance  Group  is  moving  from 
Manhattan  to  New  Castle,  Del. 

■  Union  Carbide  Corp.  moved  from  New  York  City 
to  Tarrytown,  N.Y.,  and  then  to  Danbury,  Conn. 

■  Manufacturers  Hanover  Trust  (now  a  division  of 
Chemical  Bank  Corp.)  moved  from  New  York  City 
to  Wilmington,  Del. 

Source:  Compass  America  Inc.  and  St.  John's  Consulting  Group  Inc. 


Should  You  Do  It? 

Pros 

■  Eliminates  reliance  on  deteriorating  urban 
infrastructures  such  as  cramped  older  buildings 
and  their  antiquated  telecom  and  electrical 

systems. 

■  Real  estate  and  tax  costs  should  be  significantly 
lower  outside  of  cities. 

■  Significant  long-term  savings  after  initial  capital 
investment. 

■  New  environment  custom-tailored  to  company's 
needs;  affords  room  to  grow. 

■  "Reverse  commute"  may  be  attractive  to  some 
employees  who  are  tired  of  commuting  and 
parking  hassles. 

Cons 

■  Large  initial  investment. 

■  Getting  data  to  new  site  may  pose  logistical 
problems. 

■  May  lose  key  employees  who  are  unable  to 
relocate. 

■  Security  concerns  from  workers  who  resent  move. 

■  Employees  may  feel  new  data  center  is  spiritually 
removed  from  the  central  business,  creating  an 
us-versus-them  situation. 

■  Network  service  prone  to  interruption  during 
testing  and  coordination  drills  with  new  facility. 
Disruptions  may  occur  even  months  before  the 
actual  move. 


IS  Salaries  by  Region 

(Ranging  from  programmer  to  CIO) 

■  Northeast  (Boston,  New  York,  Philadelphia): 

562,400. 

■  Mid-Atlantic  (Baltimore,  Washington):  549,300 
M  Sou'heasr  (Atlanta,  Miami):  545,200 

a  Great  Lakes  (Chicago,  Detroit,  Minneapolis): 

S51.500 

K  Midwest  iLouisville,  St.  Louis,  Dallas):  S48,800 
[!  an  Francisco,  Los  Angeles):  561,900 

Source:  Compass  America  Inc. 


phone  center  in  Indianapolis,  and  in 
1991  it  opened  another  calling  center  in 
Denver.  Each  employs  250  to  3QO  peo- 
ple processing  as  many  as  25,000  calls 
per  day.  Schwab's  backup  data  center  on 
New  York's  Wall  Street,  which  is  fitted 
with  an  IBM  3090  Model  300,  will  be 
closed  later  this  year  when  the  old  San 
Francisco  data  center  becomes  the  com- 
pany's new  backup  site. 
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nce  companies  have  decided  to  relo- 
cate, an  important  question  remains: 
How  the  heck  do  you  transfer  all  that 
computer  data  to  the  new  site?  "A  lot 
of  information  has  to  be  handled  very 
securely  and  with  little  or  no  time  to 
disrupt  production,"  says  Thomas 
Lalor,  Jr.,  president  of  St.  John's  Con- 
sulting Group,  Westfield,  N.J. 

Lalor  has  seen  companies  perform 
data  transfers  in  a  variety  of  ways, 
including  chartering  airplanes.  CBS 
smoothed  over  its  move  from  midtown 
Manhattan  to  Secaucus,  N.J.,  by  trans- 
ferring the  data  one  business  group  at  a 
time  over  a  six-week  period. 

Across  the  country,  Pacific  Gas  & 
Electric  came  up  with  a  clever  data 
transfer  solution  this  past  February 
when  it  moved  its  data  center  from 
San  Francisco  about  40  miles  northeast 
to  suburban  Fairfield.  The  utility  coor- 
dinated its  move  with  an  update  of  all 
of  its  main  computers.  So  as  a  10-year- 
old  Amdahl  Corp.  5880  and  seven-year- 
old  5885  hummed  on  in  San  Francisco, 
manager  of  computer  operations 
Nancy  Wong  and  her  colleagues  put  a 
new  5995  in  place  at  the  Fairfield  site. 
Their  goal;  Zero  downtime. 

At  midnight  one  Saturday,  PG&E's 
data  center  team  electronically  hooked 
up  the  5880  and  5885  in  San  Francisco 
with  the  5995  in  Fairfield  and  began 
transferring  400  gigabytes  of  data. 
When  the  sun  came  up  Sunday  morn- 
ing, more  than  26,000  PG&E  employees 
were  getting  their  data  from  a  new  cen- 
ter. And  Wong  and  her  assistants  were 
ready  for  a  good  night's  sleep. 
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he  loss  of  major  tax-paying  corpora- 
tions is  not  making  city  managers 
happy.  Former  New  York  City  mayor 
Ed  Koch  once  joked  in  an  advertising 
campaign  that  he  was  going  to  nail 
boards  across  the  Lincom  Tunnel  exit- 


ing the  city  if  the  exodus  continued. 

One  result  of  this  anxiety  is  a  new 
high-tech  facility  in  Brooklyn  called 
MetroTech.  The  brainchild  of  private 
industry  and  New  York  City  officials 
who  want  to  keep  large  businesses 
from  moving  out  of  the  city's  five  bor- 
oughs, MetroTech  last  year  snagged 
two  big  customers:  Chase  Manhattan 
Bank  N.A.  and  Securities  Industry 
Automation  Corp. 

Chase  Manhattan  CIO  Craig  Gold 
man  says  that  cramped  Manhattan 
facilities  had  made  transferring  th 
company's  data  center  from  that  site: 
imperative.  Goldman  had  been  wooec 
by  several  suburban  industrial  parks 
But  the  deciding  factor  turned  out  to  b< 
loyalty — both  to  his  employees  and  tc 
the  city  itself.  "Chase  has  been  in  New 
York  for  200  years.  We  didn't  want  tc 
break  that." 

Instead,  from  March  through  Octo 
ber  1992,  the  venerable  bank  movec 
the  bulk  of  its  back-office  data  cente 
operations — such  as  domestic  an« 
international  money  transfer  and  checl 
processing — to  MetroTech.  Chase' 
MetroTech  facility  now  houses  6,50» 
employees  and  is  configured  to  suppor 
more  than  11,000  workstation  userg 
according  to  Goldman. 

So  far,  the  results  have  been  swee 
The  bank  has  already  installed  an  IBI" 
Enterprise  System/9000  Model  90 
mainframe,  a  Unisys  Corp.  2200/90 
open  enterprise  server  to  support  chec 
processing,  several  Digital  Equipmer 
Corp.  VAX  minicomputers  and 
Amdahl  Corp.  5995-1400A  mainfram 
according  to  Tom  Fogarty,  who 
responsible  for  the  technology  servic 
center.  It  has  space  for  three  moi 
mainframes,  he  adds. 

But  Chase's  decision  to  stick  to  a 
urban  center  may  be  the  exceptic 
rather  than  the  rule.  As  high-speed  ne 
working  links  improve  and  urban  env 
ronments  continue  to  crumble,  an) 
lysts  say  the  exodus  of  data  cente 
from  cities  will  continue  unabate 
Says  Schwab's  Blitz:  "Employees  ne 
to  be  able  to  concentrate  on  th 
work,  not  where  they  are  going  to  pai 
their  cars  in  the  morning." 


James  Daly  is  a  senior  West  Coast  a 
respondent  for  Computerworld. 
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Informix 
Database  Technology 
Helps  The  Home  Depot  Assure  That 
"Low  Prices  Are  Just  The  Beginning." 


When  The  Home  Depot  decided  to  make  a  long-term  commitment  to 
UNIX*  and  open  systems,  they  turned  to  us,  Informix,  the  experts  in  UNIX  rela- 
tional database  management  systems. 
A  Flexible,  Economical  Computing  Environment. 

Home  Depot,  America's  largest  home  center  retailer,  wanted  hardware 
independence,  shorter  development  life  cycles,  and  better  system  performance- 
all  at  reduced  costs.  Home  Depot  made  a  strategic  decision  to  convert  its  "do-it- 
yourself"  stores  to  UNDC-based  platforms  and  applications. 

The  Home  Depot  chose  Informix's  database  as  part  of  their  UNIX  solution. 
Reduced  Deployment  Times  and  Increased  Productivity. 

The  Home  Depot  uses  the  INFORMIX-4GL  Product  Family  to  develop 
applications  including  inventory,  labor  management,  and  other  customer  service- 
driven  applications.  Home  Depot  expects  the  applications  will  be  used  by  up  to 
4,000  system  users. That  number  should  grow  in  line  with  the  company's  projected 
new  store  opening  rate  of  25  percent  per  year. 

The  Home  Depot  and  thousands  of  other  companies  have  called  on  us  for 
12  years  to  successfully  handle  their  critical  data. 

If  you're  considering  UNIX  for  data  management,  talk  to  Informix. 
Because  we're  the  experts. 
Call  1-800-688-IFMX. 


U  INFORMIX* 

THE  UNIX  DATABASE  EXPERTS. 


01992  Informix  Software.  Inc  Informix  is  a  registered  trademark  nl  Inlormu  Software.  Inc 

All  other  names  indicated  b\  *  or  "  are  registered  trademarks  or  trademarks  nl  their  respective  manufacturers 


By  Alice  LaPlante 


In  the  midst  of  a  technological 
revolution  as  dramatic  as  any  change 
history,  many  employees 
zoj^out-qn  the  short  end  of  the  skills 
e/matioriWpt  everybody  is  giving  up 

without  a  fight. 


What  do  you  do  when  your  employees 
rebel  against  technological  change?  ASAP 
visited  diverse  companies  that  have 
designed  battle  plans  to  combat 
stonewalling  in  the  face  of  their  vital 
reengineering  efforts.  Their  tales  are 
lessons  for  everyone. 

How's  this  for  shock  therapy?  Last 
November,  Chevron  Information  Tech- 
nology Co.  (CITC)— the  Chevron  Corp. 
subsidiary  that  provides  information  ser- 
vices to  the  $41  billion  San  Francisco- 
based  petroleum  conglomerate — notified 
all  2,300  of  its  technology  workers  that 
their  positions  were  obsolete.  From  gen- 
eral managers  down  to  programmers,  no 
one  was  exempt.  CITC  president  Bill 
Houghton  was  cleaning  his  technology 
house,  and  he  wanted  it  immaculate. 
True,  about  1,800  of  these  workers  will 
fur  redefined  positions  when  the  reengi- 
neering is  completed.  But  even  these 
lucky  ones  first  will  have  to  prove  they 
are  able  to  handle  the  revolutionary 
technology  changes  Chevron  plans  for 
the  1990s. 

Mainframe  knowledge  is  out  of  style. 
PC,  LAN  and  networking  experience  are 
worth  their  weight  in  gold.  Multimedia 
and  groupware  expertise  are  especially  in 
demand.  Yet  many  of  these  leading-edge 
skills  were  scarce  within  the  current 
CITC.  Some  longtime  Chevron  workers 
who  resubmitted  resumes  in  hopes  of 
remaining  employed  knew  they  wouldn't 
make  the  cut.  For  them,  the  dramatic 
shift  in  desirable  technology  skills  has 
turned  out  to  be  earth-shattering.  And 
they're  not  taking  it  particularly  well. 

"Needless  to  say,  we're  completely 
stressed  out,"  says  one  affected  CITC 
worker.  "Not  a  lot  of  work  is  getting 
done.  Most  of  us  feel  this  could  have 
been  handled  better."  President 
Houghton  is  sympathetic  but  unyielding. 
"We  needed  a  brand-new  technology 
organization,  and  we  wanted  to  staff  it 
with  only  the  very  best  people,"  he  says. 

Although  Chevron  has  chosen  an 
unusual — and  some  would  say  drastic — 
way  to  retool,  its  problem  isn't  unique. 
Virtually  every  U.S.  business  is  in  the 
midst  of  a  technological  revolution  that 
rivals  other  major  paradigm  shifts  in 
industrial  history.  Not  surprisingly,  a  lot 
of  people  are  fighting  back. 

Resistance  to  technological  change 
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can  come  from  nontechnical  employ- 
ees comfortable  with  the  way  things 
have  always  been  done,  to  middle 
managers  threatened  by  young,  upstart 
M.B.A.s  who  bring  notebook  computers 
and  electronic  spreadsheets  to  budget 
meetings,  to  the  very  top  of  the  com- 
pany. In  one  well-publicized  case, 
Edward  E.  Crutchfield,  chairman  of 
Charlotte,  N.C. -based  banking  con- 
glomerate First  Union  Corp.,  walked 
into  his  office  in 
December  1991  and 
unplugged  the 
voice  mail  system 
because  con- 
sumers found  it 
dehumanizing. 
Since  then,  First 
Union's  techni- 
cal staff  has 
worked   hard  to 


based  software  and  consulting  firm 
that  specializes  in  color  electronic 
imaging  technology. 

Lacking  discipline,  the  next  best 
thing  is  honest  self-assessment. 
Chevron's  Houghton  admits,  "We 
knew  we  weren't  good  at  identifying 
emerging  technologies  and  getting 
them  into  the  workplace  as  fast  as  we 
needed  to."  Some  of  Houghton's  tech- 
nology workers  were  eagerly  lapping 
up  new  skills.  Others  were  less  will- 
ing— or  perhaps  less  capable. 

With  the  help  of  organizational 
consultant  N.  Dean  Meyer  of  Ridge- 
field,  Conn.,  Houghton  came  up  with 
the  necessary  shock  therapy:  Ehminate 
all  existing  jobs  and  start  from  scratch. 
Define  the  skills  necessary  for 
Chevron's  future.  Design  an  organiza- 
tional structure  that  makes  effective 
use  of  those  skills.  Then  set  up  an 


achieve  the  right  balance  of  technolog- 
ical innovation — essential  for  compet- 
ing in  today's  banking  industry — and  a 
people-oriented  corporate  culture. 

"The  sophistication  of  new  technol- 
ogy requires  enormous  self-discipline 
on  the  part  of  both  individuals  and  cor- 
porations," says  Rudy  Burger,  presi- 
dent of  Savitar  Inc.,  a  San  Francisco- 


orderly  procedure  to  match  Chevron 
employees  with  the  newly  defined 
jobs.  But  make  no  guarantees. 

Employee  evaluation  started  right 
away.  Houghton  heard  the  grumbling 
but  stood  firm.  His  argument:  "We 
obviously  could  have  downsized  and 
revamped  our  operations  even  more 


quickly  and  cheaply.  But  we  thought 
this  was  more  equitable.  Everyone  has 
a  chance." 

When  Chevron's  technological 
transformation  is  complete,  about  one- 
quarter  of  Chevron  IS  employees  will 
■■■■■ 


First  Union's  staff 
has  worked  to 
achieve  the  right 
balance  of  innovation 
and  a  people-oriented 
corporate  culture. 
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vanish  from  the  payroll.  More  than  $61 
million  will  be  eliminated  from  th 
budget.  Houghton  insists  the  remainin 
employees  will  have  the  mix  of  skill 
and  aptitude  Chevron  needs  to  dea 
with  the  changing  competitive  pre 
sures  of  the  1990s.  Hardheaded?  Ye 
but  probably  realistic.  Says  consultar 
Meyer,  "It's  very  difficult  when  a  con 
pany  must  downsize  its  work  force  an 
entirely  revamp  its  organization 
structure.  The  explosion  in  technolog 
cal  diversity  is  creating  a  challenge 
corporations  everywhere." 

Whirlpool 

No  Respect — Yet 

Rich  Koeller  still  recalls  vividly  tl 
day  25  years  ago  when  a  disgruntl 
technical  worker  deliberately  sab 
taged  instrumentation  readouts  in  h 
corporate  data  center.  "Union  jol 
were  at  stake,  and  someone  thoug] 
this  was  a  way  to  strike  back,"  sa 
Koeller,  who  is  now  vice-president 
information  technology  at  manufacti 
ing  giant  Whirlpool  Corp.,  in  Bent< 
Harbor,  Mich. 

More  recently,  Koeller  had  to  de 
with  a  more  subtle  case  of  resistanc 
A  recent  reorganization  with 
Whirlpool  has  created  a  new  breed 
IS  workers:  business  analysts.  The 
people  will  attempt  for  the  first  tir 
to  bridge  the  chasm  betwe 
Whirlpool  business  and  technolo 
workers.  In  effect,  these  business  at 
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lysts  will  act  as  "translators"  between 
technical  employees  and  other  depart- 
ments at  Whirlpool.  Skills  needed: 
interpersonal  and  communication  acu- 
men and  knowledge  of  the  specific 
business  unit.  But  no  programming 
experience  is  required. 

Response  from  the  old  IS  workers? 
"All  my  technology  workers  asked, 
'Why  would  anyone  want  to  do  that7.' 
They  simply  had  no  respect  for  those 
kinds  of  skills,"  Koeller  says. 

For  decades,  the  internal  culture  of 
manufacturing  firms  such  as 
Whirlpool  has  lavished  its  highest 
praise  on  hard-core  techies.  According 
to  Koeller,  people  are  reluctant  to  let 
go  of  this  value  structure.  "The  atti- 
tude is,  'If  you  can't  go  inside  a  main- 
frame and  fix  code,  you  must  not  be 
very  smart,'"  he  says. 

To  illustrate  this  point,  Koeller  tells 
i?  t:  of  the  highly  qualified  woman  he  hired 
mi  from  Whirlpool's  purchasing  depart- 


ing 


jjpj  nent  to  fill  one  of  the  new  business 
nalyst  positions.  Even  with  a  B.A.  in 
)gistics,  an  M.B.A.  in  finance  and  great 
terpersonal  skills,  "it  was  a  real 
ruggle,"  says  Koeller.  "She  wasn't 
cepted  as  a  legitimate  member  of 
e  team.  She  didn't  have  traditional 
ainframe  know-how."  What  this 
oman  endured  was  subtle,  yet 
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The  Old  Dogs/New  Tricks  Dilemma 

Most  attempts  to  impede  technology's  inexorable  forward  momentum  have 
proved  fruitless.  A  1992  survey  by  the  Business  Research  Group  of  Newton, 
Mass.,  showed  88  percent  of  corporate  respondents  were  currently  moving 
business-critical  applications — for  example,  accounts  payable,  order  entry  or 
inventory  control — from  mainframes  to  PC-  or  LAN-based  systems. 

It's  not  surprising  that  it  sounds  attractive.  Forrester  Research  of  Cam- 
bridge, Mass.,  estimates  that  75  percent  of  all  corporate  software  resources  go 
toward  mamtaining  existing  applications.  Organizations  spend  millions  of 
dollars  simply  to  keep  existing  software  functional,  making  it  impossible  to 
bring  new  and  better  technologies  on  board.  "Aging  software  represents  an 
albatross  around  the  corporate  neck,"  says  Forrester  analyst  Stuart  Woodring. 
"They  can't  get  rid  of  it." 

BRG  found  that  before  reengineering,  mainframes  were  by  far  the  most 
important  technology — 30  percent  more  important  than  any  other  hardware 
platform — with  a  rating  of  4.25  on  a  scale  of  5.  In  virtually  every  corporation, 
this  rating  dropped  dramatically  after  reengineering,  to  an  average  of  3.6.  PCs, 
on  the  other  hand,  rose  in  importance  from  2.96  on  a  scale  of  5  to  3.88  after 
reengineering. 

"For  the  first  time,  the  people  with  strong  mainframe  skills  are  finding 
themselves  in  a  labor  market  where  those  skills  are  less  valued,  and  there- 
fore surplus,"  says  Bob  Steinerd,  vice-president  and  group  director  at 
market  research  firm  Dataquest,  Framingham,  Mass.  "I  can't  think  of 
any  business  function  undergoing  more  change  than  IS  is  right  now," 
says  Terry  Marksberry,  CIO  of  Des  Moines-based  publisher  Meredith 
Corp.  "People  are  having  to  throw  away  everything  they  know  and 
start  over.  Terrifying?  You  bet." 

Can  such  IS  old-timers  deal  with  what  Forrester  calls  "new  world 
development"?  Woodring  is  pessimistic.  In  a  survey  he  did  for  Forrester's 
corporate  clients,  IS  managers  estimated  that  28  percent  of  their  employ- 
ees had  the  necessary  skills  already,  58  percent  were  considered  retain- 
able and  14  percent  were  considered  a  lost  cause.  Woodring's  own  esti- 
mate: One-third  of  all  IS  workers  are  incapable — either  unwilling  or 
unable — to  make  the  transition  to  new  technologies. 
The  costs  of  retraining  an  out-of-date  IS  staff  are  staggering,  to  put  it  mild- 
ly. Sending  workers  to  training  classes,  buying  the  necessary  tools  and 
accounting  for  the  productivity  losses  due  to  worker  downtime  comes  to 
about  $35,000  per  person.  "When  you  consider  that  the  largest  1,000  cor- 
porations have  an  average  of  200  software  developers  on  staff,  and  you  use 
the  conservative  estimate  that  72  percent  need  retraining,  that's  $5  million 
right  there,"  says  Woodring. 

One  solution  is  outsourcing — or  handing  over  part  or  all  of  IS  opera- 
tions to  an  outside  consulting  firm  such  as  IBM,  Andersen  Consulting  or  EDS. 
"Outsourcing  began  in  the  1980s  as  a  more  economical  alternative  to  keep- 
ing all  IS  functions  internal,"  says  Dataquest's  Steinerd.  "Now,  however, 
we're  seeing  it  as  a  way  for  companies  to  get  technology  skills  simply  not 
available  to  them  otherwise."  When  Dataquest  surveyed  companies  that  had 
signed  major  outsourcing  contracts  in  the  past  12  months,  38  percent  said  it 
was  for  this  reason.  "A  dramatic  change,"  says  Steinerd. 

But  Kevin  O'Neill,  BRG  vice-president  of  research,  says  that  although  cor- 
porations are  using  more  outsourcing  vendors,  they  are  wary.  "And  no  won- 
der," he  says.  "Many  of  these  vendors  are  in  the  same  boat.  They're  playing 
catch-up  on  LANs  and  NetWare  and  internetworking  devices." 
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Meredith's  technology  hackwater.  "We 
were  running  home-grown  PL/1  appli- 
cations— most  of  them  15  to  20  years 
old — and  virtually  100  percent  of  my  IS 
resources  were  consumed  in  mainte- 
nance." 

How  bad  was  it?  When  subscribers 
to  Meredith  magazines,  such  as  Ladies 
Home  Journal  and  Better  Homes  and 
Gardens,  called  in  to  change  their 
mailing  addresses,  the  telephone  opera- 
tors had  to  hook  into  a  separate  com- 
puter system  for  each  publication. 

Marksberry  wanted  to  move  Mere- 
dith into  the  1990s,  but  he  was 
stymied.  "We  had  no  LANs,  no  net- 
working skills,  limited  skills  even 
with  off-the-shelf  PC  applications  and 
no  experience  with  client/server  what- 
soever. Yet  our  future  clearly  lay  in 
that  direction."  At  around  the  same 
time,  a  separate  event  was  chang- 
ing the  business  scenario  at 
Meredith:  The  company's 
then-CEO  decided  to  sell  off 
the  fulfillment  division. 
Marksberry  was  asked  to 
move  to  Meredith's  main 
publishing  business  and  take 


and  a  small  corporate  staff  to  plan  our 
future,"  says  Marksberry,  who  admits 
that  "there  were  some  unhappy 
campers.  We  lost  a  few.  Some  people 
were  anxious  and  unable  to  change, 
but  they  were  the  minority.  Most 
understood  this  was  the  best  possible 
thing  that  could  have  happened  to 
their  careers." 

And  plan  Marksberry  did.  He  put 
together  a  client/server  architecture 
based  on  Sun  Unix  servers  networked 
to  Windows-based  PCs  and  Macintosh 
computers  mnning  relational  database 
software  from  Informix  and  Sybase.  All 
of  this  is  now  basically  in  place,  butj 
the  jury  is  still  out  on  how  well  the 
former  Meredith  IS  staff  is  coming 
along.  "It's  just  as  hard  for  EDS  to  da 
this  retraining  as  it  would  have  been 


impossible,  says  Koeller.  In  effect,  she 
was  told  over  and  over  that  what  she 
was  doing  didn't  count,  that  her  work 
wasn't  "real  work." 


Fed  Ex's  Digital 
Assistant  Dispatch 
System  let 
managers  track  courier 
movements.  Employees 
began  quoting  George 
Orwell  at  that  point. 

The  more  Koeller  supported  her, 
the  more  she  suffered.  Deciding  that 
the  battle  was  a  losing  one,  the 
employee  moved  to  the  logistics 
department.  Koeller,  however,  is 
adamant  that  the  new  way  will  pre- 
vail. What  keeps  him  going?  "I  know 
I'm  right.  I  know  what's  important. 
The  world  is  changing." 

A  few  well-publicized  success  sto- 
ries will  be  key  to  getting  Whirlpool 
past  this  roadblock,  Koeller  says. 
"Unfortunately,  those  first  ones  are 
hard  to  come  by.  But  we're  staying  the 
course." 

Meredith  Corp. 

Couldn't  Do  It  Alone 
In  1989  Terry  Marksberry  faced  a 
dearth  of  up-to-date  technology  skills 
in  his  pool  of  221  IS  v/orkers.  The  situ- 
ation was  urgent.  So  Marksberry,  then 
vice-president  of  Des  Moines-based 
publisher  Meredith  Corp.'s  fulfillment 
division,  got  radical.  He  outsourced  all 
IS  operations  to  Dallas-based  systems 
integrator  Electronic  Data  Systems.  As 
part  of  the  deal,  EDS  agreed  to  hire  all 
of  the  Meredith  IS  workers  who  want- 
ed to  stay.  Because  Marksberry 
planned  to  completely  revamp  Mere- 
dith's computer  operations  from  main- 
frame to  client/server,  EDS  would  be 
responsible  for  retraining  all  200-plus 
technology  workers  who  decided  to 
stay  the  course. 

"Quite  a  challenge,"  says  Marksber- 
ry, who  is  now  CIO  of  Meredith.  When 
first  hired,  Marksberry  was  appalled  at 


over  the  top  technology  job.  He  accept- 
ed but  decided  to  focus  his  efforts  on 
long-term  strategic  issues  and  out- 
source everything  else. 

"EDS  promised  to  take  the  staff  and 
rebuild  the  skill  base  as  well  as  man- 
age day-to-day  operations.  That  left  me 


for  us,"  says  Marksberry.  IS  has  trad 
tionally  been  a  focal  point  of  chanj 
within  the  corporation,  he  says,  "bill 
lately  it's  ridiculous.  People  have  i 
throw  away  almost  everything  the 
know  about  technology  and  start  ove 
That's  extraordinarily  difficult. 


98 


Forbes  AS/1 


Imagine 
a  control 
system  so 
smart  it 
squeezes  oil 
from  ice 
water. 


Wringing  the  final  drops  of  oil 
from  North  Sea  wells  over- 
whelms most  control  systems. 
When  a  special  oil  fractionation 
ship  was  launched  for  North  Sea 
duty,  AEG  was  on  board  with  the 
only  controller  that  could  sample 
critical  data  every  17  milli- 
seconds. AEG  provided  single- 
source  for  12  man/machine 
interface  devices,  two  high 
performance  Modicon  PLCs  with 
fiber  optic  remote  I/O  links,  co- 
processors, and  software  tied 
to  redundant  computers  over  a 
high  speed  network.  But  the  real 
difference  was  connectivity. . . 
because  AEG  has  the  fastest, 
most  flexible  communications 
anywhere-even  the  North  Sea. 

AEG  Corporation  is  headquarter- 
ed in  New  Jersey  and  operates 
in  three  fields  of  activity: 

Automation 
■ 

Transportation 
■ 

Microelectronics 


AEG 


Member  of  the  Daimler-Benz  Group 


A  Transitional  Skills  SAT 

(Award  yourself  one  point  for  each  "yes"  answer) 


1.  Were  employees  encouraged  to 
give  their  candid  opinions  about 
the  proposed  technology  change 
before  the  project  received  an  offi- 
cial go-ahead?  (Give  yourself  a 
bonus  point  if  the  project  idea 
actually  came  from  employees.) 

2.  Do  employees  believe  that  the 
proposed  technology  is  going  to 
change  their  work  lives  for  the  bet- 
ter? (Truth  is  irrelevant;  perception 
is  everything.) 

3.  Have  the  employees  who  will 
be  using  the  new  technology  par- 
ticipated in  early  prototyping  and 
testing? 

4.  Have  you  ascertained  whether 
employee  suggestions  were  actual- 
ly used? 

5.  Have  you  designed  outs  that  will 
allow  nervous  individuals  to  con- 
tinue to  work  productively  with- 
out compromising  the  business 
and  technical  goals  of  the  project? 

Rating  System 

II  to  14  Brush  up  on  your  speaking  skills  and  prepare  to  hit  the  lecture  cir- 
cuit. Malcolm  Baldrige  contenders,  watch  out. 

8  to  10  You've  probably  managed  to  pull  it  off — this  time — but  you've 
exhausted  your  employees'  stock  of  goodwill. 

5  to  9  Install  a  direct  telephone  hot  line  to  your  personnel  director.  And 
make  sure  your  office  door  locks. 

0  to  4  Break  out  the  ammo  and  start  digging  trenches.  Your  employees 
won't  be  talcing  any  prisoners. 


6.  Do  your  technology  workers 
take  responsibility  for  matching 
technology  to  user  needs,  not  vice 
versa?  (Give  yourself  a  bonus  point 
if  IS  workers  can  actually  sit  down 
and  perform  some  aspects  of  a 
user's  job  themselves.) 

7.  Do  you  reward  IS  workers  who 
voluntarily  pursue  desirable  lead- 
ing-edge technologies?  (Give  your- 
self a  bonus  point  if  your  incen- 
tives are  actually  changing  the  cor- 
porate value  culture.) 

8.  Do  you  have  a  solid  core  of  tech- 
nology workers  who  are  already 
familiar  with  the  new  technology? 

9.  Do  you  have  a  formal  training 
strategy  for  bringing  IS  workers 
with  obsolete  skills  up  to  speed? 

10.  Will  all  of  your  workers  have 
jobs  after  the  technological  trans- 
formation is  complete?  (Give  your- 
self a  bonus  point  if  workers  have 
been  assured  of  this.) 


Canadian  Wheat  Board 

Cutting  Out  Sniping 
As  old-line  technology  workers  see 
their  skills  devalued — and  their  jobs  at 
stake — they  tend  to  focus  their  anxi- 
eties on  coworkers  who  seem  to  be  sit- 
ting pretty.  Needless  to  say,  this  can 
stifle  business,  as  was  the  case  at  the 
Canadian  Wheat  Board,  a  marketing 
agency  that  sells  grain  from  145,000 


Canadian  farmers  around  the  world. 

"We  knew  it  was  time  to  go  from  a 
mainframe  to  a  client/server  environ- 
ment. Along  the  way  we  ran  into 
quite  a  few  organizational  roadblocks," 
says  John  Benci,  general  director  of 
information  technology  for  the  Win- 
nipeg, Manitoba-based  firm.  Problem: 
"pockets"  of  mainframe  experts  pitted 
against  teams  of  PC  gurus. 


Operating  divisions  of  the  Canadian 
Wheat  Board  operate  fairly  autono- 
mously. Technology  need?  Ask  IS  for 
proposals.  The  divisions  were  then  free 
to  choose  the  best  solution.  Problems 
arose  when  different  groups  within  IS 
started  vying  for  these  divisions'  busi- 
ness, each  trying  to  prove  that  its  way 
was  better.  Healthy  competition  can 
spur  workers  to  achieve  their  best,  but 
that  wasn't  happening.  Instead,  IS 
employees  were  bad-mouthing  each 
other's  ideas,  paralyzing  progress. 
Benci  emphasizes  that  "this  wasn't 
done  maliciously.  It  was  just  human 
nature.  People  felt  threatened." 

Benci  called  an  organizational  con- 
sultant for  help.  A  complete  reorgani- 
zation of  the  IS  function  ensued. 
Among  other  changes,  groups  of  work- 
ers that  had  been  previously  divided 
according  to  technology  platform  were 
melded  together.  Now,  teams  of  main- 
frame and  PC  experts  work  hand  in 
hand  to  devise  solutions  for  Canadian 
Wheat  Board  divisions. 

Side  benefit:  Each  group  has  learned 
something  from  the  other.  "Mainframe 
programmers  have  a  disciplined 
approach  to  security  and  resource 
management  that  PC  folks  tend  to 
lack,"  says  Benci.  "On  the  other  hand, 
PC  workers  have  leading-edge  skills." 
When  cooperation  replaces  bad- 
mouthing,  it's  a  wonderful  match. 

Federal  Express 

Changed  Culture  Made,  Not  Born 
Federal  Express'  reputation  as  an  inno- 
vator is  well  deserved.  But  unlike  its 
delivery  guarantee,  technology  change 
didn't  happen  overnight. 

By  now,  everyone  is  accustomed  tc 
the  sight  of  blue-suited  men  anc 
women  busily  typing  names  and  num- 
bers into  handheld  computers,  consult- 
ing on-truck  computers  to  check  pick 
up.  instructions  and  tracking  packages 
anywhere  in  the  world  in  just  seconds. 

In  case  you  haven't  noticed,  the  lat 
est  addition  to  your  Fed  Ex  courier'; 
technology  arsenal  is  a  tiny  printe: 
that  attaches  to  his  or  her  belt.  Rathe: 
than  write  the  package's  tracking  code 
next  to  the  recipient's  signature  on  the 
delivery  roster,  couriers  simply  touch 
button  and  the  label — complete  witli 
adhesive  back — is  printed  out. 
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Availability  is  critical  to  opera- 
tors of  transit  systems.  That's 
why  AEG  Westinghouse  Trans- 
portation Systems  is  a  world 
leader  in  mass  transit  and 
people  mover  technology.  But 
what  happens  when  there's  a 
problem?  With  AEG's  Integrated 
Central  Control  System,  help 
is  a  phone  call  away.  We  devel- 
oped software  that  allows  our 
engineers  in  Pittsburgh  to  moni- 
tor real-time  events  on  rail 
systems  anywhere  in  the  world. 
We  see  everything  the  operator 
sees-and  respond  with  a 
solution  on  the  spot.  And  that 
gets  people  to  their  spot  faster 
than  ever. 

AEG  Corporation  is  headquarter- 
ed in  New  Jersey  and  operates 
in  three  fields  of  activity: 


Rightsizing  Angst 


For  Fed  Ex,  technology  first  came  in 
the  form  of  PCs,  which  were  placed  in 
each  regional  station,  allowing  couriers 
to  track  packages  themselves.  Some 
older  couriers  had  trouble  adjusting, 
according  to  Drake.  "They  were  intim- 
idated, although  the  sheer  usefulness 
of  the  application  eventually  won 
them  over."  That  a  question  about  a 
package  could  be  answered  instantly 
without  making  a  long-distance  call 
and  being  put  on  hold  was  enough  for 
most  employees,  says  Drake. 

The  next  technology  step  was  more 
difficult.  Called  the  Digital  Assistant 
Dispatch  System  (DADS),  this  on-truck 
computer  notifies  couriers  when  cus- 
tomers on  their  routes  request  pickups 
or  have  questions  about  deliveries.  Pre- 
viously, Fed  Ex  had  used 
a  traditional  radio  dis- 
patch system.  While 


in  Drake's  station  attempted  to  turn 
off  DADS  and  go  back  to  the  old  way  of 
operation.  "But  there  was  virtually  no 
way  around  it,"  says  Drake.  "We  had 
to  learn  to  use  it." 

Resistance  eventually  subsided — 
mostly,  says  Drake,  because  "couriers 
eventually  realized  their  jobs  were 
now  easier."  For  example,  instead  of 
trying  to  get  through  to  dispatchers  on 
the  phone  to  check  on  a  pickup  or 
delivery — and  usually  getting  a  busy 
signal — couriers  just  checked  their 
computer  screen.  "If  you  forgot  to 
write  something  down,  it  was  easy  to 
look  it  up  again,"  says  Drake. 

Even  better,  couriers  who  made  an 
honest  effort  to  do  their  jobs  were 
now  suitably  rewarded,  and  the  ones 
taking  it  easy  were  less  likely  to  get 
away  with  it. 

"An  essential  first  step  is  that  your 


this  simple  step,  Jones  says.  "Ask 
employees  for  feedback:  'Does  thiq 
system  look  right?  Sound  right?  Fee 
right?'  You  learn  a  lot  by  putting  aj 
system  in  the  hands  of  the  people  whq 


DADS  allowed  couriers  to  be  more  effi- 
cient— there  was  less  doubling  back  to 
pick  up  or  deliver  to  route  cus- 
tomers— it  also  let  Fed  Ex  managers 
track  courier  movements. 

"Some  couriers  began  quoting 
George  Orwell  at  that  point,"  says 
Drake.  Resistance  mostly  took  the 
form  of  grumbling,  but  several  couriers 


employees  believe  you're  trying  to 
help  them,"  says  Dennis  Jones,  Federal 
Express  CIO.  "Handing  them  a  black 
box  for  the  sake  of  doing  so  isn't  going 
to  win  over  anyone." 

The  essential  second  step  entails 
involving  the  employees  who  will  use 
the  technology.  Sound  straightfor- 
ward? Too  many  U.S.  businesses  forgo 


If  key  customers 
say  they  won't  do 
business  if  electronic 
data  interchange  isn't 
in  place,  it's  the  800- 
pound  gorilla  story: 
You  just  follow  orders. 


will  use  it."  Laboratory  tests  aren'1 
enough:  they  simply  can't  stretch  th^ 
limits  of  the  technology  the  way  actu 
al  users  can. 

Borden 

Changing  Decades  of  Tradition 
The  idea  of  electronic  data  interchange 
or  EDI,  is  remarkably  straightforj 
ward:  eliminate  as  much  papen 
based  communication 
between  your  company 
and  its  customers  as  possil 
ble.  After  all,  standard  busi| 
ness  forms  such  as  purchast 
orders,  invoices  and  deliver} 
receipts  can  be  delivered  mucl 
more  quickly  and  cheaph 
through  simple  electron^ 
hookups.  You  get  yoiu 
customers'  sales  order; 
days — if   not  weeks 
sooner  than  you  can  vi. 
the  U.S.  mail.  Invoices  ge 
paid  sooner.  In  addition 
there's  less  chance  of  erro 
because  a  computer  is  mak 
ing  sure  that  all  departments 
and  product  codes  are  included  anc 
most  importantly,  valid. 

Indeed,  companies  that  have  imple 
mented  EDI  claim  to  reap  enormou 
financial  and  productivity  benefit 
almost  immediately.  The  requisit 
entry-level  hardware  and  softwar 
investment  now  costs  well  unde 
$10,000. 

So  why  do  people  still  perceive  it  a 
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sophisticated 
it  controls 
human 
movement 


like  it's 

_  I    "I  _l  ¥_  I  


I  Giving  a  child's  artificial  hand 
I  lifelike  movement  is  extremely 
|  difficult  because  it's  complex  to 
pack  enough  control  electronics 
into  the  tiny  size.  Siliconix,  a 
Member  of  AEG's  Microelectronics 
■  Group,  helps  make  child's  play 
I  possible  with  dense-cell  power 
semiconductors  in  smali-outline, 
surface-mount  packaging.  Our 
technology  enables  movements 
to  be  activated  by  an  advanced 
myoelectric  control  system  with 
electrodes  that  pick  up  low- 
amplitude  AC  voltage  waveforms 
generated  on  the  surface  of  the 
skin.  The  advantages  of  power 
MOSFETs  from  AEG  are  effi- 
ciency, weight  and  size-just  the 
combination  for  helping  tiny 
hands  build  big  dreams. 

AEG  Corporation  is  headquarter- 
ed in  New  Jersey  and  operates 
in  three  fields  of  activity: 

Automation 
■ 

Transportation 
■ 

Microelectronics 


AEG 

Member  of  the  Daimler-Benz  Group 


Rightsizing  Angst 


Lessons  in  Brief 

Whirlpool:  The  order  to  "make  it  so"  isn't  going  to  change  a  corporate  value 
culture  overnight.  Merely  elevating  workers  with  the  new  and  desired  skills 
won't  necessarily  do  the  trick,  either.  Your  old-timers  may  well  try  to  run 
the  interlopers  out  of  town  on  a  rail. 

Meredith:  Retraining  a  work  force  with  obsolete  technical  skills  is  difficult, 
time-consuming  and  prohibitively  expensive.  You  might  (rightly)  decide  the 
job  is  too  big  for  you.  Outsourcing — in  effect  passing  the  training  burden  on 
to  an  experienced  technology  vendor — might  seem  a  good  solution.  But 
beware:  such  firms  face  the  same  hurdles  you  do.  Even  their  tremendous 
resources  and  experience  might  not  be  able  to  quickly  bridge  your  skill  gap. 

Canadian  Wheat  Board:  In  the  midst  of  a  major  technology  shift,  don't  put 
employees  in  a  position  where  they  feel  compelled — for  their  own  survival — 
to  squabble  with  each  other.  They  will. 

Federal  Express:  Employees  aren't  necessarily  resistant  to  technology  change. 
They  want  proof  that  something  actually  helps  them.  Keep  in  mind  that 
superior  monitoring  tools  that  make  management's  job  easier  aren't  neces- 
sarily going  to  make  employees  jump  for  joy. 

Borden:  Even  common  sense  can  be  difficult  to  implement  if  it  goes  against 
decades  of  industry  tradition.  Build  consensus.  Form  coalitions.  Most  impor- 
tantly, simplify  organizational  structures  so  that  the  pain  of  moving  to  the 
new  way  of  doing  things  is  minimized. 


a  risky  and  emerging  technology?  "EDI 
is  a  technical  success  but  not  yet  a 
business  success,"  says  Demetrius  D. 
Lappas,  vice-president  and  CIO  of  Bor- 
den Inc.  "Most  companies  haven't 
been  able  to  assimilate  EDI." 

Not  that  Borden  hasn't  tried. 
Although  the  company  has  employed 
EDI  for  decades,  it  has  done  so  in  a 
scattered  fashion.  Borden  customers 
could  have  separate  EDI  relationships 
with  five  or  six  Borden  divisions.  But 
this  wasn't  good  enough  for  several 
key  suppliers,-  they  told  Borden  they 
needed  a  more  straightforward  rela- 
tionship. 

Six  months  ago,  Lappas  came  on 
board  and,  in  one  of  his  first  moves, 
consolidated  technology  efforts  across 
Borden.  Lappas  beheved  EDI  could  be 
handled  more  effectively  horn  a  cen- 
tralized office.  "We  needed  to  deal 
with  our  customers  as  a  single  $7  bil- 
lion company,  not  as  seven  $1  billion 
companies,"  he  says. 

Next,  Lappas  appointed  a  person  to 


coordinate  EDI  efforts  within  Borden. 
What  a  challenge  Ken  Kaiser,  the  new 
manager  of  EDI  services,  had!  Borden 
manufacturing  facilities  had  always 
pushed  at  the  end  of  each  quarter  to 
beef  up  output  statistics.  Borden  sales 
reps  often  ended  up  offering  special 
promotions  and  deals  in  order  to  move 
the  extra  inventory.  On  the  demand 
side,  when  Borden  customers  discov- 
ered good  deals,  they  would  buy  more 
product  than  they  immediately  need- 
ed, stockpiling  for  future  use.  This  arti- 
ficially pumped  up  demand  for  Borden 
products,  but  made  it  difficult  for  Bor- 
den to  forecast  future  sales  patterns. 
Retailers  suffered  too  as  the  cost  of 
high  inventory  and  storage  space  cut 
into  their  profits. 

By  electronically  sharing  up-to-the- 
minute  information  on  sales  and  inven- 
tory levels,  Borden  and  its  customers 
can  now  work  together  to  anticipate 
demand  and  ensure  that  product  isn't 
simply  being  shifted  between  ware- 
houses. Oddly  enough,  the  challenge  is 


not  primarily  technological. 

"We  have  to  take  a  more  straight! 
forward  and  uniform  approach  to  sales 
and  promotion,"  says  Kaiser.  Specif i 
cally,  Borden  sales  reps'  flexibility  irj 
negotiating  customer  contracts  i 
somewhat  constrained  by  the  rigors  01 
centralized  EDI,  according  to  Bill 
Bering,  director  of  sales  for  Borden'il 
home  and  professional  products  group1 
which  markets  Elmer's  glue,  amonj 
other  brand  names. 

Now,  if  a  Borden  sales  rep  request; 
special  pricing  for  customers  who  wisij 
to  sponsor  a  Borden  product  promd 
tion,  that  price — specific  to  that  partic 
ular  promotion — must  be  incorporate 
into  the  automated  EDI  system.  Manu 
al  adjustments  for  order  entry  ar 
required.  This  means  Borden  needs  ti 
have  checkpoints  in  place  to  verin 
that  such  deals  are  profitable  and  tha 
all  customers  have  the  chance  to  sig| 
similar  contracts.  Multiply  the  corrt 
plexity  of  this  by  the  number  of  Bo] 
den  sales  reps — independent  agenlti 
scattered  around  the  world,  each  c 
whom  is  eager  to  negotiate  promotion 
with  customer  accounts — and  you 
an  idea  of  the  organizational  difficui 
ties,  says  Bering. 

As  imagined,  EDI  places  ne* 
demands  on  the  sales  reps.  "Befor 
they  just  concentrated  on  the  sale; 
says  Bering.  "Now  there  are  all  thes 
other  factors  to  consider."  On  a  seal) 
of  one  to  10,  Bering  says  technolojj 
currently  ranks  9.5  in  determining 
salesperson's  ability  to  do  his  or  h) 
job.  "I  would  never  have  predicte 
this,"  he  says. 

Reactions?  Kaiser  says  they  ha1 
run  the  gamut  from  "thinking  it's 
great  idea  to  grumbling  about  tl 
inconvenience  to  insisting  that  tl 
new  system  won't  work  for  a  partic 
lar  account."  For  Borden,  however,  it 
a  matter  of  survival.  Key  custome 
say  they  won't  do  business  if  EDI  isr 
implemented.  When  a  key  accou 
tells  you  this,  "you  don't  have  mu 
choice,"  says  Kaiser.  "It's  like  the  c 
joke  about  what  an  800-pound  gori 
does:  anything  he  wants.  In  this  cas 
you  just  follow  orders." 


i 


Alice  LaPlante  is  a  Palo  Alto,  Cal\ 
based  writer. 
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\s  rare  today  as  a  communications  manager  who  doesn't  use  Source. 

The  fact  is,  it's  easy  to  get  left  behind  in  todays  fast-paced  world  of  communications.  That's  why  Source  has  become  the  overwhelming 
ioice  of  communications  managers  from  coast  to  coast.  With  the  largest,  most  extensive  inventory  of  communications  equipment  in  the 
J  dustry,  Source  has  what  you  need.  When  you  need  it.  Source's  proprietary  bar  coding  system  allows  you  to  access  and  track  all  Source 
uipment.  That  means  service  within  hours  instead  of  weeks.  So  if  you're  one  of  the  few  communications  managers  out  there  still  not  using 
iurce,  it's  time  to  get  with  it.  Call  Source  right  now.  1-800-624-6348. 


,J  ourc 


rce,  Inc.  1993 


Armed  with 
the  lates' 
high-tech 
ordnance,  roger 
McNamee  of  Integral  Capitai 
Partners  can  shoot  holes  i 

THE  MOST 


i 


IRONCLAD 
BUSINESS 
PLAN. 

WHAT  DOES 
ROGER  LIKE? 
PRODUCT 

CYCLES  AND  INDUSTRY  THEMES— 
NOT  MANAGEMENT,  AND  NEVER 
TECHNOLOGIES.  HE  DOESN'T 
JUST  OBSERVE  THE  BUSINESS; 
HE  INFILTRATES  IT. 
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By  Nancy  Rutter 


fop  Investor 


When  semiconductor  maker  Weitek 
Corp.  of  Sunnyvale,  Calif.,  went  public 
in  September  1988,  one  stop  on  its  two- 
week  road  show  was  T.  Rowe  Price 
Associates  Inc.,  the  giant  mutual  fund 
manager  in  Baltimore.  Going  into  the 
[£(  meeting,  Weitek's  executives  were 
weary.  They'd  hopped  the  Concorde 
from  London  and  a  turboprop  from 
New  York.  Still,  they  were  armed  and 
ready  with  a  slick  slide  show  and 
rehearsed  presentation  designed  to 
msnare  investors,  in  this  case  T. 
Rowe's  Roger  B.  McNamee,  then  the 
lead  of  the  august  firm's  Science  and 
Technology  Fund. 


;ci 
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wanted  to  strangle  him." 

This  is  what  happened  instead: 
McNamee  bought  into  Weitek's  $10 
million  offering.  By  December  1990,  T. 
Rowe  owned  more  than  a  quarter  of  a 
million  shares  of  Weitek  stock.  Seawell 
and  McNamee  became  siding  buddies. 

Baby-faced  and  scruffy-haired, 
McNamee,  37,  has  become  one  of  the 
technology  industry's  most  respected 
strategic  thinkers,  a  vocal  insider  who  is 
asked  his  opinion  almost  as  often  as  he 
gives  it.  He's  achieved  this  status  the 
hard  way.  Fueled  by  Diet  Coke  and  a 
near-fanatical  drive,  he  logs  more  than 
100,000  miles  a  year  making  more  than 


Weitek's  executives  managed  to  roll 
»nly  a  few  slides  for  McNamee  before 
line  nixed  the  canned  pageantry  and  stole 
hhe  show  himself.  He  drilled  Weitek's 
lixecutives  on  market  opportunities  and 
liompetition,  firing  away  in  a  know-it- 
jll  fashion  that  "drove  us  crazy," 
,g,  remembers  A.  Brooke  Seawell,  Weitek's 
irmer  vice-president  of  finance  and 
perations.  "He  cut  to  the  critical  issues 
)r  us  in  a  matter  of  minutes.  From 
aen  on  it  was  up  to  us  to  keep  up  with 
soger's  arrogance.  As  we  were  leaving,  I 
ild  our  bankers  that  I  didn't  want  to 
=11  him  a  nickel  of  the  deal.  We  just 


400  company  visits  to  badger  executives 
for  insights  and  news.  He  is,  quite  liter- 
ally, everywhere  the  industry  is,  at  every 
conference  and  every  event,  soaking  up 
infomiation  and  sometimes  striking  up 
a  songfest.  He  is  one  of  high-tech's  best 
crooners,  belting  out  tunes  like  "King  of 
the  Road"  at  industry  conferences. 

His  penetration  of  the  industry,  his 
intimacy  with  it,  has  in  turn  placed 
him  in  a  preeminent  position  among 
Wall  Street's  high-technology  stock 
portfolio  managers.  Inarguably, 
McNamee's  name  is  at  the  top  of  that 
very  short,  exclusive  list. 
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McNamee  has  landed  there  largely  by 
breaking  Wall  Street's  rules.  He 
doesn't  dwell  on  quarterly  results  and 
doesn't  bother  with  financial  forecasts. 
He  doesn't  trade  for  points,  but  plays 
for  the  long  term.  He  is  often  wrong, 
but  never  afraid  to  admit  it.  He  leads 
with  his  opinions,  but  isn't  afraid  to 
change  them.  He  invests  in  product 
cycles  and  industry  themes,  rarely  on 
management,  never  on  technologies. 
He  doesn't  observe  the  business;  he 
infiltrates  it. 

This  is  not  the  stuff  of  a  typical 
numbers-crunching  Wall  Street  buy- 
side  analyst,  but  that's  just  the  point. 

McNamee's  traits 
are  perfectly  suit- 
ed for  the  breath- 
taking world  of 
high-technology 
investing,  where 
only  the  most 
nimble  will  make 
their  fortunes. 
McNamee's  bold- 
ness, his  full- 
throttle  personali- 
ty and  his  ability  to  be  opinionated  yet 
flexible  make  him  ideal  to  hit  and  ride 
the  peaks  of  the  volatile  high-tech 
stock  market.  Says  McNamee  of  the 
field,  "I  am  very  lucky  to  have  found 
an  industry  where  my  personality 
quirks  are  turned  into  assets." 

Success  at  the  high-tech  stock  game 
has  as  much  to  do  with  the  gusto  with 
which  he  plays  it  as  with  anything  else. 
A  self-described  "nerdy"  guy, 
McNamee  is  a  true  fan  of  technology. 
He  loves  the  gadgets.  He  and  his  wife, 
Ann,  who  have  a  commuter  marriage — 
she  heads  the  music  department  at 
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Swarthmorc  College  outside  Philadel- 
phia,- his  office  is  in  Palo  Alto,  Calif. — 
own  eight  computers,  which  at  any 
given  time  are  scattered  around  the 
country  with  one  or  both  of  them.  He  is 
a  habitual  E-mail  user.  He  plays  video 
games.  He  is  so  enamored  of  his  Sky  Tel 
pager  that  he's  loaded  up  on  the  stock  of 
its  maker,  Mobile  Telecommunication 
Technologies  Corp.,  and  has  even 
appeared  in  an  in-house  testimonial 
film  for  the  company.  McNamee  is  a 
success  because  he's  immersed  in  the 
technology  business.  He  is  imbued  with 


in  both  private  and  public  companies. 

The  fund  is  a  new  concept  in  money 
management.  Few  investors  haye  the 
temperament  to  lay  a  stake  in  private, 
unproven  concerns,  especially  in  an 
industry  as  changeable  as  high  technol- 
ogy. Nevertheless,  two  respected  Silicon 
Valley  institutions,  investment  bank 
Morgan  Stanley  &  Co.  and  venture  capi- 
tal firm  Kleiner,  Perkins,  Caufield  & 
Byers,  backed  the  concept.  McNamee 
himself  seems  undaunted  by  the  task. 

Bets  on  Integral's  success  are  run- 
ning strongly  in  his  favor.  McNamee's 


it's  footwork  and  plenty  of  it  what  mcnamee 

calls  "participative  research"  that  sets  him 

apart  from  other  money  managers.  says  a  former 
colleague:  "Roger's  m.o.  was  to  infiltrate  the 
industry.  he  knew  that  by  the  time  you  hear  an 
explanation  about  a  technology  company,  you've 
missed  the  trade.  you  have  to  know  the  stuff." 


the  spirit  of  Silicon  Valley:  he  lives  it, 
he  breathes  it,  he  personifies  it. 

Since  1991  he's  been  an  entrepreneur 
in  it.  In  August  of  that  year  McNamee 
left  T.  Rowe  Price,  with  colleague  John 
Powell,  after  an  impressive  run.  Morn- 
ingstar  Inc.,  the  mutual  fund  informa- 
tion publisher  in  Chicago,  figures 
McNamee  returned  74  percent  to 
investors  during  his  three-year  steward- 
ship of  the  Science  and  Technology 
Fund,  the  most  stellar  performance  of 
the  17  technology  funds  Morningstar 
follows.  Riding  that  wave,  McNamee 
and  Powell  raised  $85  million — in  less 
than  four  months — to  form  Palo  Alto- 
based  Integral  Capital  Partners,  a  five- 
year,  closed-end  funo  designed  to  invest 


former  boss  at  T.  Rowe  Price,  Edward  J. 
Mathias,  sums  it  up  this  way:  "After 
Roger  learned  how  to  ski,  he  became  a 
ski  instructor  so  that  he  could  get  to  the 
head  of  the  line.  Roger  always  figures 
out  a  way  to  win." 

McNamee  came  to  high-tech  fame, 
and  probably  fortune  (he's  not  saying), 
by  way  of  Albany,  N.Y.,  where  his 
father,  Daniel  V.  McNamee,  Jr.,  founded 
regional  brokerage  firm  First  Albany 
Corp.  McNamee  got  his  first  taste  of  the 
market  by  visiting  the  First  Albany 
office  on  Saturdays,  where  he  played 
with  the  Bunker-Ramo  quote  machine. 
"I  thought  it  was  a  cool  piece  of  elec- 
tronics," he  says. 


McNamee  attended  Phillips  Exeter 
Academy  and  then  Yale  University, 
where  he  got  restless.  He  wound  up  in 
San  Francisco  on  a  leave  of  absence 
hawking  ad  space  for  tiny  newspapers 
In  his  spare  time  he  read  ValueLine  at 
the  library  and  watched  automate 
stock  quotes  flash  across  downtown 
buildings  at  lunch  hour.  He  tuned  in 
"Wall  Street  Week."  And  he  began  to 
invest.  His  first  hit:  Beech  Aircraft  Corp 
"It  doubled,  and  I  sold  it,"  McNamee 
says.  "I  was  bitten  by  the  bug." 

He  returned  to  Yale  to  study  history 
although  he  nearly  got  sidetracked  by 
rock  band  called  Guff.  McNamee 
played  guitar  (a  cherry-red  cutaway  Gib 
son  SG)  and  organized  Guff's  business 
affairs.  He  was  tempted  to  pursue 
music  career,  but  Guff's  keyboardist 
dropped  out  at  graduation,  the  group 
disbanded,  and  McNamee  went  on  tol 
Dartmouth  College's  Amos  Tuck 
School  of  Business  instead. 

McNamee  landed  a  job  as  a  researc 
analyst  at  T.  Rowe  Price  in  1982.  By  his 
own  account,  he  was  initially  a  flopj 
McNamee  wallowed  in  software  and 
defense  electronics  research 
until  he  was  coaxed  intrj 
action  by  T.  Rowe  manage 
ing  director  Ed  Mathias 
"Ed  took  me  to  lunch  ana 
told  me  that  I  was  not  get- 
ting it,  that  there  would  be 
many  other  things  I  would 
be  good  at,"  McNamee 
remembers.  "It  was  one  oj 
those  significant  character! 
building  events  that  change  your  life." 

Indeed.  Six  years  later  Mathias  asked 
McNamee  to  take  over  the  institution' 
floundering  $12  million  Science  and 
Technology  Fund,  which  had  beeij 
nailed  by  the  crash  of  1987.  McNamei 
balked,  afraid  it  was  a  dead  end.  Bu 
Mathias  persisted,  and  McNamei 
assumed  control  of  the  fund  in  Septem 
ber  1988.  He's  never  looked  back.  In  hi 
first  year,  returns  for  the  Science  am 
Technology  Fund  shot  up  more  than  41 
percent,  and  although  the  fund  wa 
down  the  next  year  (by  one  point), 
was  back  up  again  by  almost  60  perceni 
the  following  year. 

Overall,  T.  Rowe  statistics  shov 
McNamee  returned  more  than  100  pel 
cent  to  investors  while  he  ran  thl 
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nly  one  thing  can  turn 
our  global  network  from 
burden  to  an  asset. 


Tin 
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utsourcing  with  Syncordia  lets 
ou  mind  your  business  better. 

A  multinational  communications  network  should  be  an 
et  that  builds  your  business.  Not  a  burden  that  bogs  you 
wn,  distracting  you  from  your  core  business. 
That's  why  you  need  a  partner. 
Outsourcing  with  Syncordia  lets  you  do 
lat  you  do  best. 

Syncordia  has  a  better  way  to  manage  your  globai 
work.  Outsource  it  with  us. 
Outsourcing  gets  you  out  of  the  business  of  building 
:    id  managing  global  networks  and  allows  you  to  redeploy 
]i  >  Dple  and  assets  against  the  business  your  company  was 
A"  med  to  pursue  in  the  first  place. 

With  us  as  your  partner,  managing  complex  global 
v;  »:works  isn't  so  complex,  because  that's  the  business  we 
v:  re  formed  to  pursue. 

Most  important,  to  us,  partnership  means  pursuing 
XDrtunities,  not  just  solving  problems.  We'll  make  it  our 
;iness  to  know  your  business  and  help  you  use  informa- 
1  technology  to  get  an  edge  over  the  competition, 
we  re  part  of  bt. 

Syncordia  is  the  first  company  built  from  the 
und  up  to  provide  global  network 
sourcing  solutions. 
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A  Partner. 


We  are  part  of  BT  (British  Telecom),  one  of  the  world's 
largest  and  most  advanced  telecommunications  companies. 
So  we  have  access  to  the  worldwide  resources,  technical 
prowess  and  local  market  knowledge  of  our  parent  com- 
pany, and  retain  the  entrepreneurial  agility  to  customize 
solutions  for  your  business. 

Not  just  the  first,  but  the  finest. 

Syncordia  outsourcing  solutions  range  from  planning 
and  integration  through  procurement,  installation  and 
maintenance  to  the  operation  of  your  entire  network. 

In  all  cases,  we  guarantee  the  highest  level  of  customer 
service  through  Network  Control  Centers  armed  with 
Concert™  network  management  software;  Customer 
Support  Centers,  staffed  with  multilinguai,  multicultural 
managers;  and  Integrated  Single  Currency  Billing. 

The  Syncordia  Service  Level  Agreement  spells  out 
every  detail  of  what  you  can  expect  from  our  partnership. 
It  defines  the  shared  risks  and  rewards. 

Call  us,  before  your  competition  does. 

Outsourcing  your  global  communications  network 
takes  time.  And  teamwork.  All  the  more  reason  to  begin 
right  away.  Because  the  sooner  we  become  your 
partner,  the  sooner  your  network  burden  will  become  a 
business  asset. 

For  more  information  on 
Syncordia,  in  the  U.S.  or  Canada, 
call  1-800-477-5355. 
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Let  us  help  you  mind  your  business. 
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Syncordia  is  a  subsidiary  of  British  Telecommunications  pic  BT / 
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fund — a  better  return  than  any  other 
growth  fund  in  the  nation.  (For  the 
same  period,  the  average  growth  stock 
fund  returned  just  39  percent  to 
investors.)  McNamee's  performance 
drew  not  only  accolades  but  eager 
investors.  By  the  time  he  left  T.  Rowe 
to  start  Integral  in  1991,  the  mutual 
fund  had  swelled  from  $12  million  to 
$163  million. 

Mathias  praises  McNamee's  "intu- 
itive gifts."  But  it's  footwork  and  plenty 
of  it — what  McNamee  calls  "participa- 
tive research" — that  sets  him  apart 
horn  other  money  managers.  From  the 
outset,  recalls  T.  Rowe  Price's  Charles 
Morris,  who  worked  with  McNamee 
for  five  years  before  becoming  his  suc- 
cessor, "Roger's  M.O.  was  to  infiltrate 
the  industry.  He  knew  that  by  the  time 
you  hear  an  explanation  about  a  tech- 
nology company,  you've  missed  the 
trade.  You  have  to  know  the  stuff." 

McNamee  got  to  know  the  stuff  by 
becoming  a  self-avowed  "trade  show 
junkie,"  attending  at  least  20  events 
annually.  "Now  we  have  50  or  60 
investors  at  our  confer- 
ences," offers  Richard  A. 
Shaffer,  a  technology 
newsletter  editor  and  con- 
ference organizer.  "A  few 
years  ago,  it  was  only 
Roger.  He  has  always  done 
original  research."  He 
didn't  just  take  notes, 
though.  He  participated. 
"One  of  the  enduring 
images  I  have  of  Roger  McNamee," 
says  venture  capitalist  Bruce  W.  Dunle- 
vie,  "is  of  him  standing  up  among  a  sea 
of  people  at  a  conference  and  asking  the 
tough  questions,  no  matter  if  it  was 
John  Sculley  or  Bill  Gates." 

At  newsletter  publisher  Esther 
Dyson's  annual  conferences,  PC  Forum, 
McNamee  is  the  "chief  instigator" 
behind  jam  sessions,  according  to 
Dyson.  He's  also  behind  the  formation 
of  the  Random  Axes,  an  ad  hoc  band 
that  has  featured  over  the  years  such 
technology  luminaries  as  Microsoft 
Corp.  co-founder  Paul  Allen,  Borland 
International's  founder  and  CEO 
Philippe  Kahn  and  Lotus  Development 
Corp.'s  president  and  CEO  Jim  Manzi. 

At  the  jam  sessions,  McNamee  says, 


"I  got  to  know  the  colonels  in  the  busi- 
ness." And  the  colonels  got  to  know 
him.  McNamee  puts  it  this  way:  "At 
first,  people  would  see  me  at  a  confer- 
ence and  ask,  'Who  are  you?'  The  next 
time,  it  was,  'Oh,  him  again.'  Finally,  it 
became,  'Hey,  good  to  see  you.'" 

Remarkable  about  McNamee's 
research  is  not  only  its  intensity  but  its 
breadth.  "He  spends  as  much  time  with 
a  company's  sales  force  as  he  does  with 
its  CEOs,"  says  Integral  partner  Powell, 
"and  he  does  that  in  every  single  indus- 
try." Thus,  he  knows  PCs  as  well  as  cel- 


cycles.  We  invest  in  products  because 
we  can  play  with  them.  They  are  things 
we  can  understand." 

McNamee  has  three  current  high 
technology  themes  running  in  Integral's 
portfolio:  client/server  products  (hold- 
ings include  Microsoft,  Oracle 
Informix,  Sybase  and  PowerSoft) 
mobile  electronics  (Mobile  Telecom 
Motorola,  McCaw  Cellular  Communi- 
cations, Cirrus  Logic,  Apple  Computer) 
and  the  up-and-coming  concept,  inter 
active  video  and  home  media  (Electron- 
ic Arts  and  Spectrum  Holobyte). 


A  SELF-DESCRIBED  "NERDY"  GUY,  MCNAMEE  IS  A  TRUE 
FAN  OF  TECHNOLOGY.  HE  LOVES  THE  GADGETS.  HE  AND 
HIS  WIFE  ANN  OWN  EIGHT  COMPUTERS  THAT  ARE 
SCATTERED  AROUND  THE  COUNTRY  WITH  ONE  OR  BOTH  OF 
THEM.  HE  IS  A  HABITUAL  E-MAIL  USER.  HE  PLAYS  VIDEO 
GAMES.  HE  IS  SO  ENAMORED  OF  HIS  SkyTel  PAGER  THAT 
HE'S  LOADED  UP  ON  THE  STOCK  OF  ITS  MAKER. 


lular  phones,  networking  software  as 
well  as  disk  drives. 

By  conventional  market  wisdom, 
McNamee  should  get  killed,  since  he 
runs  a  concept-oriented,  undiversified 
portfolio.  He  and  Powell  tend  to  cluster 
stocks  and  place  big  bets  on  trends  and 
product  cycles.  The  way  they  arrive  at 
their  themes?  Participative  research. 

McNamee  explains:  "In  the  technol- 
ogy business,  you  cannot  sit  at  a  desk 
with  the  phone,  the  fax,  the  spread- 
sheet. That's  like  sipping  water  out  of  a 
fire  hose.  There  are  900  public  compa- 
nies in  our  area  and  hundreds  of  private 
ones,  so  we  use  research  to  filter  out 
information  and  develop  themes.  With- 
in those  themes,  we  focus  on  product 


McNamee  says,  "We  believe  the 
categories  will  produce  mega-wealth 
the  next  decade  for  both  large  and  sma 
companies.  Companies  within  the 
themes  will  produce  products  that  wi 
change  the  way  we  work  and  live. 

"In  the  1980s,  the  big  companies  d 
not  keep  moving,  so  a  lot  of  technoloj 
investors  did  poorly.  In  the  '90s  b 
companies  like  Microsoft,  Motorola  ar 
AT&T  are  beautifully  positioned  to  tal 
advantage  of  the  major  product  theme 
We  believe  the  wealth  will  be  distri 
uted  more  fairly." 

To  keep  Integral  true  to  its  them 
and  to  keep  himself  in  chec 
McNamee  has  two  weapons.  One  is  1] 
partner  Powell,  a  lanky,  quiet  Virgir 
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Hew  The  Bank  Of  Boston 
Turned  Anacomp  Rche  Into 
f    A  $50Q000 Savings. 


Managing  costs  in  a  tough 
economy  is  a  way  of  business  at 
Bank  of  Boston,  a  $32  billion  retail 
Dank  with  offices  worldwide. 

Inundated  by  an  expensive  tidal 
wave  of  paper,  the  bank  invited  us 
to  tackle  the  problem. 

They  challenged  us  to  develop 
an  information  storage  and  retrieval 


Just  What  Is  Fiche? 

Each  Anacomp  fiche  is  a  4"x  6" 
sheet  of  microfilm  that  holds  up  to 
700  pages  of  information.  In  most 
cases,  fiche  can  be  retrieved  and 
used  more  quickly  than 
competing  media  such  as  mag- 
netic tape  and  optical  disc.  Most 
important,  savings  in  the  cost  of 
paper,  storage  space,  mailing  costs, 
and  manpower  make  fiche  far 
and  away  the  most  cost-effective 
way  to  store  and 
retrieve 
data. 


system  that  would  meet  the 

following  criteria: 

Demonstrate  significant  and 
measurable  savings. 
>^  Be  the  most  cost-effective 
solution  and  work  in  conjunction 
with  emerging  technologies. 
tS^  Improve  customer  service 
and  enhance  graphic  replication 
of  reports  and  statements. 

Satisfy  "total"  bank  needs, 
not  merely  selected  applications 
and  locations. 
»$*  Gain  the  enthusiastic 
endorsement  of  all  user  groups 
within  the  bank. 
>ftt  Stop  the  flood  of  paper! 
Our  winning  recommendation, 

encompassing  Anacomp's  unique 

micrographic  hardware,  software 


and  service  solutions,  met  and 
exceeded  all  of  the  criteria.  The 
Bank  of  Boston  saw  improvement 
in  information  distribution,  storage 
and  retrieval  and  achieved  a  cost 
savings  in  manpower,  space  and 
paper  that  exceeded  $500,000  in 
the  first  year. 

Michael  Simmons,  EVP  with 
the  Bank  of  Boston,  suggested 
"Anacomp  should  bottle  its  solution 
and  make  it  widely  available."  That's 
why  we  decided  to  run  this  ad;  we 
listen  to  our  customers. 

Let  us  'Anacomp  your  company." 
To  find  out  how,  contact  Jerry 
Manzi,  VP,  Anacomp,  Inc.,  3060 
Peachtree  Road,  N.W,  Atlanta,  GA 
30305,  or  call  (404)262-2667. 


The  Image  Of  The  Future 


Roger  McNamee 


Roger's  Rules  For  Investing 

1 .  Product  cycles  are  the  only  cycles  that  matter.  Every  product  cycle  has 
an  upswing  and  a  downswing. 

2.  Always  fall  in  love  with  the  product,  not  the  technology.  Invest  in  what 
you  can  understand  and  use. 

3.  Favor  products  that  are  bought  rather  than  sold.  High-unit  businesses 
are  generally  less  subject  to  end-of-quarter  fluctuations. 

4.  A  perfectly  diversified  technology  portfolio  is  bound  to  underperform. 
There  are  900  public  technology  companies,  so  you  must  be  selective. 

5.  Never  make  an  investment  decision  based  on  input  from  management 
alone.  Management  is  often  the  last  to  know,  or  admit,  a  company's 
shortcomings. 

6.  Insight  is  precious;  information  is  a  commodity.  Be  a  participant  in  the 
industry,  not  just  an  observer. 

"7.  Balance  research  insights  with  market  opportunities.  Participation  and 
research  determine  what  investments  should  be  made,  but  the  market 
determines  what  can  be  done  today. 

8.  If  products  are  successful,  then  revenues  will  follow.  Don't  pay  attention 
to  financial  forecasts.  Technology  is  not  financial  engineering,  it's 
product  engineering. 


native  who  seems  the  perfect  foil  to 
McNamee's  hyperactiveness.  Tempera- 
mentally calmer,  Powell  is  nevertheless 
as  smart,  hardworking  and  devoted  as 
McNamee,  and  he's  a  cunning  trader. 
Says  Powell:  "Roger  is  the  accelerator, 
and  I  am  the  clutch  and  brakes." 

McNamee  also  stays  focused  by 
sticking  to  certain  mles  he's  crafted  as 
he's  played  the  market.  Among  his 
maxims:  "Product  cycles  are  the  only 
cycles  that  matter"  and  "Fall  in  love 
with  the  product,  not  the  technology." 

There  are  more.  He  invests  in  prod- 
ucts that  are  "bought  rather  than  sold," 
those  with  low  prices  and  high  unit  vol- 
umes, like  PCs,  disk  drives  and  cellular 
phones.  He  rarely  believes  in  "products 


that  weigh  more  than  100  pounds, 
because  they  are  hard  to  sell."  And  he 
always  tosses  out  earnings  forecasts.  "If 
the  products  are  successful,  then  rev- 
enues will  follow,"  he  says.  "That's 
why  you  can't  pay  attention  to  fore- 
casts. Technology  is  not  financial  engi- 
neering, it's  product  engineering." 

"Roger's  rules,"  McNamee  likes  to 
say,  "keep  me  out  of  trouble."  But  not 
always.  One  stunning  goof-up,  for 
example,  was  a  big  gamble  he  made  on 
a  product  cycle  of  Sunnyvale,  Calif.- 
based  computermaker  Amdahl  Corp. 
that  never  happened,  recalls  T.  Rowe's 
Morris.  "He  was  very  excited  about  it. 
He  had  a  big  position  in  it.  Then  the 
stock  dropped  from  $16  to  $8,  and  he 
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Nancy  Rutter  is  an  Atherton,  Cali\ 
based  writer.  . 


got  buried — we  all  got  buried."  Still,  he 
doesn't  take  mistakes  personally.  "He 
picks  plenty  of  losers,"  Powell  says, 
"but  he  doesn't  get  emotionally 
attached.  He  cuts  his  losses  quickly.  He 
is  a  good  zigzagger."  Adds  Mathias, 
"Roger  knows  the  difference  between  a 
company  and  a  stock.  He's  shown  a 
willingness  to  cut  his  losses.  He  does 
not  fight  the  tape." 


McNamee  has  an  uncanny  knack  for 
filtering  out  winners  from  companies) 
that  appear  to  be  losing.  Again,  a  rule: 
"If  I  am  feeling  really  miserable,  it 'si 
time  to  buy  stock."  He  adds,  "Powell 
always  reminds  me  of  this.  He  is  really) 
awesome  at  translating  my  emotional) 
states  into  market  calls." 

Morris  points  to  McNamee's  holdi 
ings  in  Austin,  Tex.-based  Dell  Com] 
puter  Corp.,  as  an  example.  "When  thd 
company  sank  to  15,  he  was  buying  it| 
Now  it's  in  the  mid  30s.  He's  made 
pile  of  money."  Says  Montgomery  Secu 
rities'  Peter  McMillan,  "Roger  can  rid( 
the  winners  really,  really  well." 

Integral  is  shaping  up  to  be  anothe 

good  ride.  McNamee  am  "0 
Powell  chalked  up  a  1 7-pei 
cent  return  last  year.  Th 
S&P    500,  meanwhil 
returned  only  7.6  percent 
and  Lipper  Analytical  Set 
vices  tallied  the  scienq 
and  technology  mutua 
fund  average  to  be  only  1 
percent.  McNamee  an| 
Powell  have  five  years  t 
make  money  for  Integral's  88  limits 
partners — Morgan  Stanley;  Kleine: 
Perkins  partners,-  and  a  Silicon  Valle 
who's  who  of  investors  who  eac 
plunked  down  $1  million  or  more  t 
fund  Integral  in  1991.  New  investo: 
will  have  to  wait;  the  fund's  structui 
prohibits  raising  money  until  1994 

•  McNamee  says  he'd  be  happy  to  se 
Integral  "double  the  S&P  Index,"  bi  m 
backer  John  Doerr  thinks  that's  rath 
modest.  "Roger's  not  out  to  mail 
money  for  his  investors  and  retire,"  sai 
Doerr,  a  partner  at  Kleiner,  Perkin 
"He's  out  to  prove  his  proposition  ai 
shoot  the  lights  out." 
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FORBES  ASAP  advertisers  have  much 
to  offer  ASAP  readers.  Look  over  the 
participating  advertisers  and  take  a 
moment  to  fill  out  the  attached 
ADVERTISER  INFORMATION  PLUS  reply 
card.  Simply  check  the  box(es)  of 
those  advertisers  that  interest  you, 
and  valuable  information  will  be 
sent  directly  from  the  advertiser, 
free  of  charge. 
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COMMUNICATIONS 


ROLM,  A  SIEMENS  COMPANY  ROLM  provides 
jsiness  telecommunications  systems,  services,  appo- 
rtions and  networks  that  drive  customers  to  better 
jsiness  efficiency.  Flagship  products  are  9751  PBXs, 
loneMail  and  digital  ROLMphones. 

SOURCE,  INC.  It  is  a  rare  communications  manager 
ho  is  not  using  SOURCE  for  communication  services 
id  equipment.  SOURCE,  the  nation's  leading  supplier 
both  new  and  preowned  communication  products, 
jovides  product  support,  repair  and  consulting  of  all 
ajor  manufacurer's  equipment. 

•  Data  Network  Services/Voice  Response  • 

MULTI-VERSE  COMMUNICATIONS  Now  you  can 

re  your  clients  instant  access  to  documents  similar  to 
orbes'  Get  The  Fax"  with  MultiVerse's  FAXTONES 
x-On-Demand  System.  Also  includes  voice  mail/voice 
.ponse.  Call  (212)  580-0541. 

WILTEL  WilTel  is  a  full-service  telecommunications 
mpany  providing  voice,  data,  video  and  broadcast 
Dducts  and  services  nationwide.  Services  range  from 
nsmission  services  to  premises  equipment  to  full- 
le  outsourcing 

•  Mobile  Telephones  • 

FUJITSU    NETWORK  TRANSMISSION 
STEMS,  INC.  The  Fujitsu  PCX  cellular  flip  phone, 
i  world's  smallest,  includes  many  innovative  fea- 
it'sii   es  such  as  a  pager  with  voice  chip  and  customized 
ming  access. 

•  Secure  Communications  Products  • 

The  AT&T  SURITY"  TELEPHONE  DEVICE  3600 

e  AT&T  Surity"  Telephone  Device  brings  advanced 
cryption  capability  to  land-line  and  cellular  tele- 
nes.  It's  a  powerful  and  convenient  way  to  protect 
jr  sensitive  conversations. 
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IMAGING 


ANACOMP  Anacomp  specializes  in  cost-effective 


imaging  and  information  management  solutions.  Our 
innovative  micrographics  systems,  software,  and  ser- 
vices help  companies  increase  productivity,  improve 
customer  service,  and  cut  costs. 


HARDWARE 


•  Consumer  Electronics  • 

8.  SHARP  ELECTRONICS  CORPORATION  Sharp 
is  the  company  that  created  the  innovative  WIZARD-, 
the  world's  #1  brand  of  expandable  electronic  organ- 
izers. Call  toll  free  for  free  literature  on  the  WIZARD 
OZ-9600  II,  the  world's  easiest  and  first  touch  screen 
organizer,  or  on  Sharp's  full  line  of  easy  to  use  organ- 
izers. Or  simply  call  for  the  retailer  nearest  you  at 
1-800-321-8877. 

•  Laptops/Portables  • 

9.  TANDY  CORPORATION  The  Tandy  Sensation  is  a 
multimedia  PC-compatible  easy  enough  for  the  whole 
family!  Complete  with  built-in  fax,  stereo  sound  and 
complete  library  of  CD  software. 

10.  TEXAS  INSTRUMENTS  Texas  Instruments  makes 
a  full  line  of  high-performance  486  notebook  computers, 
with  built-in  Windows.  For  more  information  about  the 
incredible,  lightweight,  award-winning  TravelMate 
4000  notebooks,  call  1-800-527-3500. 

•  Mainframes/Minis  • 

11.  TANDEM  Tandem  manufactures  and  markets 
fault-tolerant  computer  systems,  online  transaction 
processing  systems  and  enterprise  networks. 

•  Office  Products  • 

12.  LANIER  WORLDWIDE,  INC.  Lanier  has  been 
recognized  with  the  "Most  Outstanding  Copier  Line  of 
the  Year"  award  by  Buyers  Laboratory.  For  information 
on  copiers,  facsimile  products,  dictation  products,  and 
imaging  systems,  call  1-800-852-2679. 

13.  PANASONIC  COMMUNICATIONS  &  SYSTEMS, 

CO.  Please  contact  Panasonic  Office  Automation  for 
the  latest  product  catalog  at  1-800-742-8086 

•  Printers  • 

14.  CANON  CJ10  It's  a  color  copier.  A  color  printer.  A 
color  scanner.  And  it's  affordable.  The  Canon  CJ10 
brings  high-quality  desktop  color  within  the  reach  of 
every  business. 

•  Systems  • 

15.  UNISYS  CORPORATION  Unisys  is  a  leading 
worldwide  information  systems  and  services  company 
dedicated  to  creatively  applying  technology  to  help  our 
clients  better  serve  their  customers. 


SOFTWARE 


•  Business  Applications  • 

16.  SAP  AMERICA,  INC.  The  R/3  System  is  an  inte- 
grated applications  solution  for  client/server 
environments.  The  R/3  System  incorporates  all  of  the 
functionality  of  SAP's  mainframe-based  R/2  System 
with  the  added  benefits  of  portability,  scalability  and 
interoperability  gained  from  open  systems  with 
client/server  architectures. 

•  Business  Strategy  • 

17.  BUSINESS  RESOURCE  SOFTWARE,  INC. 

Business  Insight™  utilizes  expert  system  technology  to 
help  you  analyze  and  develop  your  business  and  mar- 
keting strategies.  Thousands  of  rules  derived  from  the 
works  of  over  40  experts  such  as  Michael  Porter  and 


Philip  Kotler  generate  strategic  insights  that  can  give 
you  the  competitive  edge!  Call  1-800-423-1228. 

•  Databases  • 

18.  INFORMIX  SOFTWARE,  INC.  Informix  products 
include  powerful  distributed  database  management 
systems,  robust  application  development  tools,  and 
graphical  and  character-based  productivity  software  for 
delivering  information  to  every  significant  desktop  plat- 
form. 

•  Foreign  Language  Translation  • 

19.  GLOBALINK.  INC.— POWER  TRANSLATOR/ 
PROFESSIONAL  translates  Spanish,  French,  German 
or  Russian  on  PC/MS  DOS  MacOS,  OS/2  and  UNIX. 
Subject  dictionaries  for  specialized  vocabulary,  maxi- 
mum accuracy.  Phone  800-767-0035/703-273-5600/ 
Fax:  703-273-3866 

•  Portfolio  Tracker  • 

20.  EVERGREEN  ENTERPRISES  Dividend  Reinvest- 
ment Portfolio  Tracker,  DOS  helps  you  track  cost  basis 
for  reinvested  dividends  and  cash  payments.  Calculates 
yield,  gain/loss,  current  value.  Phone  301/953-1861. 

•  Stock  Information  • 

21.  VALUE  LINE  S  VALUE/SCREEN  IIs  Powerful, 
user-friendly  stock  selection  software  on  the  1,600 
equities  most  frequently  traded  in  the  U.S.  Available  in 
IBM®  or  Macintosh"'  versions.  1  -800-535-9648. 

•  Other  • 

22.  QUARTERDECK  OFFICE  SYSTEMS:  QEMM-386, 
DESQVIEW/X,  DESQVIEW-386  Quarterdeck  develops 
and  markets  multitasking  and  memory  management 
software  which  enhances  the  productivity  of  DOS- 
based  personal  computers. 


•  Area  Development  • 

23.  MASSACHUSETTS  OFFICE  OF  BUSINESS 
DEVELOPMENT  The  Massachusetts  Office  of 
Business  Development  provides  detailed  information  on 
the  investment  incentives  available  to  companies  con- 
sidering an  expansion  or  relocation  to  Massachusetts. 

•  Automation  Systems  • 

24.  AEG  CORPORATION— AUTOMATION  Complete 
industrial  automation  system  solutions,  encompassing 
AEG  Automation  Systems  Corp.,  a  supplier  of  industrial 
automation  systems;  Modicon,  Inc.,  a  leader  in  pro- 
grammable logic  and  motion  controllers;  Modcomp, 
provider  of  real-time  computer  systems  and  support; 
and  Gettys,  noted  for  its  precision  motors  and  drives. 

•  Data  Management  Systems  • 

25.  SYMBOL  TECHNOLOGIES  Symbol  Technologies 
is  the  world  leader  in  bar  code-driven  data  manage- 
ment systems.  Symbol  designs  and  manufactures  bar 
code-reading  equipment,  portable  data  terminals  and 
RF  data  communications  products. 

•  Microelectronics  • 

26.  AEG  CORPORATION— MICROELECTRONICS 

Siliconix,  Inc.,  a  member  of  AEG's  Microelectronics 
Group,  is  a  global  marketer  of  cutting-edge  microelec- 
tronics innovations  in  coalition  with  TEMIC. 

•  Transportation  Services  • 

27.  AEG  CORPORATION— TRANSPORTATION 

A  worldwide  leader  in  electronic  propulsion  and  auto- 
matic train  control  combining  technology,  manufacturing 
and  marketing  activities  for  transportation  systems. 


R  FREE  INFORMATION,  PLEASE  SEND  IN  YOUR  ADVERTISER  INFORMATION  PLUS  CARD  TODAY! 


n  the  spring  of  1989  when  Michael  Bookey  first  visited  the  Middle  School  in 
Issaquah,  Wash.,  to  help  the  school  system  with  its  computers,  he  was 
reminded  of  his  early  ventures  into  Communist  China.  "After  20  years  of 
working  with  computer  networks,  to  enter  Issaquah  seemed  to  me  like 
encountering  an  exotic  tribe  of  primitives  untouched  by  the  modern  world. " 


The  only  sign  of  modern  technology  was  a  forlorn  computer 
room  full  of  Radio  Shack  TRS-80  machines,  most  of  which 
had  broken  down. 

Then  he  learned  that  as  a  remedy  for  this  problem,  the  dis- 
trict had  recently  voted  a  levy  of  $2.7  million  for  outlays  on 
"high  technology."  Lacking  any  better  ideas,  the  school  sys- 
tem had  decided  to  distribute  the  money  equally  among  the 
teachers,  to  spend  as  they 
wanted.  What  they  wanted 
turned  out  to  be  VCRs, 
incompatible  CD-ROM  drives 
and  a  random  selection  of 
computers,  printers  and  other 
gear  to  be  scattered  through 
the  schools  under  the  influ- 
ence of  a  flock  of  computer 
salespeople  attracted  to  the 
site  by  the  pool  of  mandated 
money.  To  Bookey,  this 
remedy  seemed  worse 
than  the  disease.  It  I 
meant  that  the  bulk  of 
the  money  would  be  was 
ed,  further  estranging 
both  taxpayers  and  stu- 
dents from  the  most  powerful 
technologies  of  their  era. 

Bookey  wanted  school 
officials  to  know  that  the 
most  powerful  technology  is 
not  computers,  but  comput- 
ers joined  in  networks. 
Explaining  the  magic  of  net- 
works, Bookey  asks  you  to 
imagine  a  car  plumped  down 
in  the  jungle.  Checking  it 
out,  you  might  find  it  a  very 
useful  piece  of  equipment 
indeed.  A  multipurpose  wonder,  it  would  supply  lights,  bed- 
ding, radio  communications,  tape  player,  heat,  air  condition- 
ing, a  shield  against  arrows  and  bullets,  and  a  loud  horn  to 
frighten  away  fierce  animals.  In  awe  of  the  features  of  this 
machine,  you  might  never  realize  that  the  real  magic  of  a  car 
comes  in  conjunction  with  asphalt. 

For  the  first  10  years  of  the  personal  computer  era,  accord- 
ing to  Bookey,  we  have  used  our  computers  like  cars  in  the 
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jungle.  We  have  plumbed  their  powers  for  processing  wordsi 
and  numbers.  All  too  often,  home  computers  have  ended  up! 
in  the  closet  unused.  We  have  often  failed  to  recognize  thatl 
most  of  the  magic  of  computing  stems  from  the  exponential! 
benefits  of  interconnection. 

In  the  microcosm,  the  interconnections  come  on  individ-l 
ual  chips,  as  ever  smaller  transistors  crammed  ever  closer 

together  work  faster,  cooler 
and  cheaper,  enhancing  both] 
the  capability  and  the  speed 
of  the  processor.  The  micro- 
cosm strewed  some  100  mil- 
lion personal  computer^ 
around  the  world  anql 
endowed  individuals  all 
workstations  with  the  ere] 
ative  power  of  factory  ownJ 
ers  of  the  industrial  Age. 

Just  as  the  microcosrrjl 
generates  exponential! 
gains  from  increasing 
connections  on  chips,  thJ 
telecosm  generates  expdl 
nential  gains  by  increasl 
ing  connections  between 
chips — powerful  microcomil 
puters  in  themselves.  Thesl 
links  between  increasingly 
potent  microchips  will  sooil 
dominate  the  world  of  coml 
munications.  The  network! 
ing  industry  therefore  faces  I 
drastic  transition  from  a  peel 
ple-to-people  regime  to  con  I 
puter-to-computer.  Thil 
change  is  so  radical  that  :[ 
resembles  a  mutation  th£| 
creates  a  new  species. 
People  communicate  in  domains  of  time  and  space  entir'l 
ly  alien  to  the  world  of  computers.  To  a  person,  a  one-secorl 
delay  on  a  voice  line  seems  hardly  noticeable,-  to  a  compute  I 
one  second  may  mean  a  billion  computations  that  wou'f 
take  hundreds  of  human  lifetimes  to  accomplish  by  hand. 

Most  important,  people  can  transmit  or  receive  only 
small  stream  of  information  at  a  time.  They  want  relative! 
narrow  bandwidth  connections  for  a  relatively  long  period-l 
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Miracle  worker  Mike  Bookey  wanted  school  officials  to  know  that 
the  most  powerful  technology  is  not  computers,  but  computers  as 
networks.  And  students?  Not  problems,  but  a  precious  resource 
in  launching  the  networks  that  inform  the  information  age. 
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Gilder's  Telecosm 


While  dumb 
terminals,  such 
as  phones  and  TVs,  use 
up  bandwidth  without 
giving  anything  back, 
computers  are  contrib- 
utors to  bandwidth, 
not  consumers  of  it. 
The  more  computers, 
the  more  bandwidth.  . 


64-kilobit-per-second  voice  link,  for  example,  for  a  10-minute 
phone  call.  Computers,  on  the  other  hand,  can  handle  hun- 
dreds of  millions  or  even  billions  of  bits  a  second.  They  often 
need  many  millions  of  bits  of  bandwidth  for  a  short  time — 
fractions  of  seconds. 

As  industry  shifts  from  a  human  scale  of  time  and  space 
to  a  computer  scale,  the  systems  and  structures  in  existing 
telephone  and  broadcast  networks  become  almost  irrelevant. 
Essentially,  all  other  forms  of  networks — voice,  text,  video 
and  sound — are  rapidly  giving  way  to  various  new  forms  of 
multimedia  computer  networks. 

Driving  this  overwhelming  force  of  change  is  the  alchemy 
of  interconnections,  working  in  the 
telecosm  with  the  same  logic  and 
feedback  loops  as  connections  in  the 
microcosm.  While  dumb  terminals 
such  as  phones  and  TVs  use  up  band- 
width without  giving  anything  back, 
computers  are  contributors  to  band- 
width, not  consumers  of  it.  In  gener- 
al, the  more  computers,  the  more 
bandwidth. 

Not  only  is  the  network  a 
resource  for  each  new  computer 
attached  to  it,  but  each  new  comput- 
er is  also  a  resource  for  the  network. 
Each  new  computer  expands  the 
potential  switching  and  processing 
capacity  of  the  system  by  a  large 
multiple  of  the  increasing  demands 
it  makes  on  other  switches  and 
processors.  As  ever  more  powerful 
computers  are  linked  ever  more 
closely,  whether  in  digital  cellular 
microcells  or  in  webs  of  fiber  and 
coaxial  cable,  usable  bandwidth 
expands  explosively. 

Governing  the  expansion  of  networks,  the  law  of  the  tele- 
cosm is  just  as  potent  as  the  law  of  the  microcosm.  Indeed,  in 
enhancing  the  productivity  of  organizations,  the  telecosm 
consummates  the  microcosmic  miracle. 

Microsoft  Windows  for  Jungle  Cars 
The  creator  in  the  early  1970s  of  what 
may  have  been  the  world's  first  fully  func- 
tioning system  of  corporate  electronic 
mail,  Bookey  was  quick  to  foresee  this 
radical  shift  from  person-to-person  to  com- 
puter-to-computer communications.  Pursuing  his  vision  of 
networks,  Bookey  in  1982  spumed  a  possible  job  at  Microsoft 
on  the  grounds  that  the  company  was  outfitting  cars  for  the 
jungle — a  decision  that  probably  cost  him  several  million  dol- 
lars. Instead,  he  joined  Seafirst  Bank  in  Seattle,  where  he 
made  history  (in  the  form  of  a  reference  in  John  Sculley's 
autobiography,  Odyssey)  by  pushing  the  purchase  of  a  thou- 
sand Macintosh  computers  for  bank  networks  at  a  crucial 
time  for  Apple. 
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In  1986  Bookey  left  the  bank  to  join  Doelz  Co.,  a  startup 
in  Irvine,  Calif.,  that  built  advanced  computer  network 
equipment  that  he  had  used  at  Seafirst.  For  Doelz,  Bookey 
designed  software  and  spearheaded  marketing.  A  so-called 
cell-based  network,  the  Doelz  system  broke  up  a  stream  of 
data  into  short,  equal-sized  packets,  each  with  its  own 
address,  to  be  sent  through  the  nodes  of  the  net  in  nanosec- 
onds, like  letters  accelerated  a  trillionfold  through  the 
branches  of  the  post  office. 

Bookey  was  not  necessarily  wrong  in  choosing  this  tech- 
nology over  Microsoft's.  In  the  form  of  asynchronous  transfer 
mode  (ATM)  systems,  this  essential  approach,  based  on  short, 
uniform   packets   that   can  be 
switched  at  gigabit  speeds  in  hard- 
ware, is  now  the  rage  of  planners  in 
the  computer  networking  industry. 
ATM  is  seen  as  the  crucial  enabler 
for  digital  networks  combining! 
voice,  data  and  video  in  so-called 
multimedia  applications.  Bill  Gates 
now  calls  multimedia  the  future  of  si  r, 
his  industry.  a 
Although  many  observers  still  h 
see  ATM  as  a  futuristic  technology,  brea 
Bookey  believes  its  future  is  nearly  mc 
now.  From  the  humblest  persona  hi 
digital  phone  to  the  most  advancec  jyl 
supercomputer,  computer-to-com-  ki 
puter  links  will  dominate  the  entir(  m  i 
universe  of  telecommunications  d 
and  ATM  will  dominate  network  Lite 
switching.  Doelz,  however,  was  in 
ahead  of  its  time  and  faded  to  surj  am 
vive  a  tangled  legal  imbroglio  witrj  litr.ii 
AT&T  in  1988. 

So  Bookey  took  a  big  profit  oi  for 
his  California  residence  and  returned  with  his  wife  Robin  an(  >.-ent 
daughter  Erin  to  Seattle,  where  he  had  grown  up  and  se  tntn 
records  in  the  mile  on  the  track  at  the  University  of  Wash]  Ell- 
ington. He  bought  his  dream  house  on  the  top  of  Cougai  ^ 
Mountain  in  Issaquah — with  a  view  of  the  very  Twin  Peak}  T- 
made  famous  in  the  television  series — and  put  out  his  shin)  bej? 
gle  as  a  network  consultant  under  the  name  Digital  Networlj  he  L" 
Architects  (DNA).  Almost  as  an  afterthought,  the  Bookeyj  nort  t 
sent  Erin  to  Issaquah  Middle  School. 

Having  designed  networks  around  the  world,  Bookey  ha«  i  >. 
often  seen  their  powerful  impact  on  business  organizations!  t.J:, 
such  as  banks.  Bookey  believed  that  networks  could  have 
similar  revitalizing  impact  on  schools.  Like  banks,  schoo  en 
are  essentially  information  systems  that  have  brought  the 
Industrial  Age  hierarchy  into  the  information  Age. 

Creating  networks  in  schools,  however,  posed  many  sp 
cial  problems.  Most  school  systems,  like  Issaquah,  wei  |ntjie[ 
largely  unaccustomed  to  managing  technology.  The  systefl 
would  need  to  create  a  large  MIS  (management  informatia  1qs  tl 
services)  organization  just  to  keep  the  network  functioning.  1 . 
Then,  as  the  teachers  at  Issaquah  hastened  to  point  out  tj  -  ■/ 
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iookey,  there  was  the  problem  of  students.  Impulsive,  mis- 
hievous  and  messy,  they  in  no  way  resembled  the  disci- 
plined employees  of  a  corporation.  Speaking  from  grim  expe- 
-ience,  some  of  the  teachers  told  Bookey  that  his  network 
plans  would  succeed  only  if  the  computers  were  reserved 
exclusively  for  teachers  and  if  students  were  barred  entirely. 

Bookey,  however,  thought  there  had  to  be  a  way  to  bring 
he  magic  of  networks  to  America's  increasingly  troubled 
chool  systems.  The  secret  would  be  to  recognize  that,  just  as 
:omputers  are  not  consumers  of  but  contributors  to  band- 
vidth,  students  should  be  seen  not  as  a  problem  but  as  a  pre- 
;ious  resource  in  launching  the  networks  that  inform  the 
nformation  Age. 

—  etworks  as 
Productivity 
Engines 

Ever  since  Adam 
Smith  first  main- 
tained that  the  divi- 
ion  of  labor,  the  spread  of  special- 
ation,  is  the  catalyst  of  the  wealth 
nations,  economists  have  seen  the 
reakdown  of  functions  into  sub- 
ctions  and  specialties  as  the  dri- 
er of  efficiency  and  growth.  The 
ey  force  expanding  specialization  in 
e  contemporary  capitalist  econo- 
y  is  networks.  Indeed,  networks, 
their  nature  and  purpose,  refine 
e  division  of  labor. 
In  the  financial  industry,  for 
mple,  networks  allowed  the  pro- 
eration  of  specialized  institutions, 
the  ever-shifting  kaleidoscopes  of 
erican  finance,  some  institutions 
ent  local,  some  global.  Some  managed  car  loans,  credit  cards 
other  consumer  services;  some  handled  mortgages,  mutual 
ds  or  real  estate  trusts;  still  others  stressed  computer  leas- 
,  junk  bonds,  venture  capital  or  large  corporate  accounts. 
The  pell-mell  fragmentation  of  American  finance  during 
e  1980s  into  an  ever  more  refined  division  of  labor  enabled 
e  U.S.  to  lead  the  world  in  levels  of  capital  efficiency,  with 
ore  economic  growth  per  dollar  of  savings  than  any  other 
untry.  Each  financial  business  did  not  have  to  repeat  all  the 
rk  of  all  the  rest,  and  each  became  more  efficient  at  a  par- 
ular  task.  Bookey  believes  that  networks  can  have  a  simi- 
effect  on  that  other  great  information-processing  industry: 
ucation. 

Why  should  every  school  have  an  all-purpose  library  and  a 
nch  teacher  and  a  calculus  scholar  and  a  health  center  and 
administrative  office?  Why  should  every  school  have  an 
tire  complement  of  buildings?  With  all  the  schools  on  net- 
rks,  individual  schools  could  specialize  in  particular  sub- 
ts,  functions  and  resources,  as  financial  companies  do. 
ucation  would  not  have  to  happen  exclusively,  or  even 
istly,  in  schools. 


Bookey  thought 
there  had  to  be  a 
way  to  bring  the 
magic  of  networks  to 
America's  troubled 
school  systems.  The 
secret:  Students  should 
be  seen  not  as  rabble, 
but  as  builders  of  the 
network. 


The  explosive  spread  of  networks  is  now  the  prime  mover 
of  the  U.S.  economy,  allowing  all  mdustries  to  break  down 
into  patterns  of  specialization  unbound  by  place  and  time. 

And  now  the  government  wants  to  get  into  the  act. 

SUPERHIGHWAYS  IN  THE  SKY 
Zoom  through  tax-hike  tollgates  and  glide  out  onto 
data  superhighways — this  is  the  new  mantra  of 
American  industrial  policy.  Add  the  further  fillip  of 
investment  for  educational  infrastructure  and  you 
can  sweep  up  the  ramp  toward  the  federal  treasury 
and  drive  out  with  a  bonanza. 

In  this  new  era  of  the  "big 
bands,"  there  are  now  some  10 
bills  before  Congress  to  foster  vast 
new  networks  with  large  band- 
width, or  communications  capaci- 
ty. Some  $2  billion  has  already 
been  authorized  and  $765  million 
appropriated  this  year  for  various 
programs  related  to  a  National 
Research  and  Educational  Network 
(NREN).  Candidate  Bill  Clinton  pre- 
sented the  concept  of  NREN  as  "a 
national  information  network  to 
link  every  home,  business,  lab, 
classroom  and  library  by  the  year 
2015."  President  Bill  Clinton,  vice- 
president  Albert  Gore  and  a  raft  of 
advisors  all  celebrate  the  highway 
as  the  metaphor  for  the  future 
information  economy.  Gore  points 
out  that  his  father  was  a  leader  in 
building  the  Interstate  Highway 
System  in  the  early  1950s;  Albert 
Jr.,  wants  to  play  a  key  role  in 
building  the  information  highways  of  the  1990s. 

Indeed,  data  superhighways  would  seem  to  be  the  fulfill- 
ment of  the  fibersphere — the  way  to  create  the  vast  new 
infrastructure  of  fiber-optic  lines  that  will  bring  the  full 
promise  of  digital  video  and  multimedia  communications  to 
all  citizens. 

Why,  then,  is  Mike  Bookey  so  worried?  He  would  seem  to 
be  the  perfect  NREN  champion.  Bookey  has  pursued  net- 
works through  most  of  his  career  and  now  is  focusing  on  net- 
works for  education.  In  explaining  the  importance  of  com- 
puter connections,  he  has  even  long  used  Gore's  favored 
highway  metaphor. 

Bookey  thinks  that  the  federal  superhighwaymen  do  not 
grasp  the  nature  of  networks  and  how  they  grow.  "In  systems 
work  we  have  a  rule:  You  design  top  down,  but  you  build 
bottom  up."  Bookey  sees  the  creation  of  networks  as  an 
organic  process,  driven  by  public  demand,  shaped  by  human 
needs  and  rooted  in  a  moral  universe  of  growth  through  shar- 
ing. It  is  the  experience  of  building  the  network  that  creates 
the  expertise  to  maintain  and  use  it. 

In  all  these  processes,  big  government  is  nearly  irrelevant. 
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Gilder's  Telecosm 


Albert  Gore  just 
doesn't  get  it  The 
U.S.  networking 
industry  is  not  in  need 
of  fixing.  The  U.S. 
currently  commands 
some  three-fourths  of 
all  the  world's  LANs 
and  perhaps  85  percent 
of  its  internetworks. 


NONE  OF  THE  ABOVE 
For  the  past  10  years,  Washington,  D.C., 
experts  have  been  wringing  their  hands  over 
the  supposedly  unbearable  costs  of  building 
broadband  networks  and  the  urgent  need  for 
large  federal  funding.  Analysts  have  been 
ruminating  over  the  question  of  who  would  spearhead  the 
creation  of  broadband  nets — the  phone  companies,  the  cable 
television  companies  or  the  government. 

Before  any  of  these  forces  could  act,  however,  it  became 
clear  that  the  answer  would  be  none  of  the  above.  The  hard- 
est part  of  the  job  was  accomplished, 
with  astonishing  speed,  by  comput- 
er and  networking  companies.  The 
rest  of  the  work  is  well  under  way, 
as  cable  and  phone  companies  adopt 
the  computer  technologies. 

As  recently  as  1989,  only  seven 
percent  of  America's  personal  com- 
puters were  connected  to  local  area 
networks.  By  1991  45  percent  were 
connected,  and  by  1993,  close  to 
two-thirds  were  linked  to  LANs. 
Growing  even  faster  than  LANs  is 
the  internetworking  business:  the 
interconnection  of  existing  local 
area  nets  in  wide  area  networks. 
Building  internetworking  gear  or 
accessories,  such  companies  as 
Cisco  Systems,  Cabletron,  Wellfleet, 
3Com  and  SynOptics  are  among  the 
highest  flyers  in  the  technology 
stock  market  boom.  Cisco,  for 
example,  is  growing  some  50  per- 
cent a  year  and  commands  a  market 
value  of  almost  $6  billion,  comparable  to  that  of  Digital 
Equipment  Corp.  Cabletron  has  hiked  its  revenues  some  16- 
fold  in  the  last  five  years. 

Most  of  these  connections  run  at  some  10  megabits  per 
second,  enough  for  high-resolution  digital  video  but  inade- 
quate for  the  more  exotic  traffic  in  images  predicted  for  use 
later  in  the  decade.  Increasingly,  however,  the  connections 
are  fiber-optic  lines  or  are  broadband  coax,  which  is  nearly  as 
good  as  fiber  for  short-distance  transport.  The  potential  of 
fiber  is  almost  unlimited  (see  "Into  the  Fibersphere,"  Forbes 
ASAP,  December  7,  1992). 

Although  moving  more  slowly  than  the  computer  firms, 
telephone  and  cable  companies  are  rushing  to  lay  fiber  ever 
deeper  into  the  nation's  neighborhoods.  Spending  some  $2 
billion  (as  much  as  NREN),  Telecommunications  Inc.  (TCI) 
vows,  according  to  CEO  John  Malone,  to  have  90  percent  of 
its  subscriber  households  served  by  fiber  to  the  curb  by  1995. 
Bringing  fiber  into  the  local  loop  at  a  slower  pace,  the  tele- 
phone companies,  led  by  Bell  Atlantic,  also  are  forging  ahead 
with  ingenious  new  ways  to  make  their  twisted-pair  copper 
connections  carry  as  much  as  six  megabits  per  second  of  digi- 
tal information.  Wireless  technology  is  also  moving  into  the 


local  loop  for  video  delivery  (see  "Wireless  New  World, 
Forbes  ASAP,  March  29,  1993). 

The  U.S.  networking  industry  is  not  in  need  of  fixing 
The  U.S.  currently  commands  some  three-fourths  of  all  the 
world's  LANs  and  perhaps  85  percent  of  its  internetworks 
Although  Gore  and  others  justify  their  industrial  policies  by 
referring  to  the  imperious  plans  of  Japan,  the  U.S.  currently 
commands  about  three  times  the  computer  power  per  capita 
as  Japan,  some  10  times  as  many  computers  attached  to  net 
works,  and  an  installed  base  of  broadband  fiber  and  cable 
nearly  10  times  as  large. 

The  remarkable  thing  is  that  the 
U.S.  government  is  so  eager  to  fix 
fabulously  flourishing  system  that 
is  the  envy  of  the  world.  The  elec 
tronic  and  photonic  networking 
industries  actually  resemble  high 
ways  in  only  the  most  superficial 
way.  The  highway  construction 
trade  has  not  advanced  substantial 
ly  in  50  years.  By  contrast,  the  net 
working  trade  is  the  fastest-movin 
part  of  the  ever-accelerating  comi 
puter  industry  and  doubles  its  cost 
effectiveness  every  year. 

Although  interconnecting  gov 
ernment  laboratories,  contractor 
and  supercomputer  centers  wit 
fiber  is  desirable,  a  massive  govern 
ment  network  is  not.  Issaqua 
offers  better  guidance  for  th 
future....  But  first  it  will  be  neces 
sary  to  deal  with  the  abiding  mem 
ace  of  the  student  problem. 


OVERCOMING  THE  STUDENT  PROBLEM 
"What  do  you  think  you  are  doing?  Answej 
me,"  the  voice  insisted  with  the  I've-got-youi 
squirming-now  confidence  of  a  teacher  who 
has  caught  a  pupd  red-handed. 
"Just  lookin'  around,"  grumbled  Le< 
Dumas,  the  red-headed  13 -year-old,  trying  to  sound  natural 
Glimpsing  a  telltale  red  screen  of  network  managemenj 
among  the  array  of  blue  displays  used  in  the  keyboardinj 
class,  the  teacher  had  walked  up  silently  behind  Dumas  as  h 
broke  into  the  student  lists,  software  programs  and  grades 
and  was  on  the  verge  of  entering  the  administrative  server. 

Dumas  was  a  bad  kid.  No  one  at  Maywood  Middle  Schoo 
(one  of  the  16  campuses  in  Issaquah)  doubted  that.  His  teach 
ers  called  him  "obnoxious"  or  even  "brain-dead."  He  set  wha 
he  believes  was  an  all-time  record  at  Maywood  by  bein 
detained  after  class  some  60  times  for  ^subordination.  Usin 
the  approved  psychobabble,  he  says,  "I  had  problems  wifl 
authority.  I  couldn't  accept  teachers  ordering  me  around." 

After  being  caught  breaking  into  the  computer  system 
Dumas  was  dragged  up  to  the  principal's  office.  Neither  th 
teacher  nor  the  principal  could  figure  out  the  nature  of  th 


Forbes  AS 


A 


COMRAQ'S 
AND  IBM'S 


VIDEO  IS 


TIMES. 


WINDOWS  VIDEO  PERFORMANCE 


DELL 


IBM 


COMPAQ 


466/M  and  466/ME 


PS/2  Model  77  486DX2 


DeskPro  66M 


OM 


5M 


10M 


15M 


20M 


Performance  measured  by  running  WINBENCH  version  3.  /  at  640  x  480,  256  colors.  Results  measured  in  millions  of  WINMARK'S.  Results  for  IBM 
and  Compaq  as  published  by  PC  Magazine  in  issue  dated  January  26,  /993.  Result  for  Dell  466/M  and  466/ME  provided  by  Dell  Performance 
Measurement  Lab,  January  1993.  DeskPro  66M  configured  with  8MB  RAM,  2I0MB  IDE  HD,  QVision  1024IE  controller  with  1MB  VRAM.  PS/2 
model  77  486DX2  configured  with  8MB  RAM,  400MB  SCSI  HD,  XGA-2  with  1MB  VRAM  and  256KB  cache.  466/M  and  466/ME  both 
configured  with  8MB  RAM,  170MB  IDE  HD,  local  bus  sideo  with  1MB  VRAM,  and  128KB  cache. 


Our  Dell  466/M  and 
66/ME  with  over  19  million 
1NMARKS,  outran  the 
ompaq  DeskPro  66M  with 
Vision  and  IBM  PS/2 
odel  77  486  DX2  with 
GA-2.That  means  we're 
p  to  57%  faster  than 
Vision  and  up  to  174% 
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Microsoft  Mail 
became  the 
heart  of  the  network. 
In  fact,  it  became  so 
central  to  the  func- 
tioning of  Issaquah 
that  when  the 
computers  were  down 
teachers  would  talk  of 
canceling  classes. 


crime  or  judge  its  seriousness.  For  help,  they  summoned  Don 
Robertson,  the  administrator  assigned  to  Issaquah's  Technol- 
ogy Information  Project  (TIP).  He  considered  the  situation 
gravely  and  recommended  severe  punishment.  Toward  the 
end  of  the  meeting,  however,  he  turned  to  Dumas  and  said, 
"With  your  talent,  you  should  become  the  sheriff  rather  than 
the  outlaw.  Why  don't  you  come  down  and  join  TIP?" 

Since  no  one  had  previously  detected  any  talent  in 
Dumas,  this  comment  made  a  sharp  impression.  About  a 
week  later,  he  showed  up  sheepishly  at  Robertson's  door. 

To  school  administrators,  kids  like  Dumas  might  be  a 
problem,  but  to  Bookey,  Issaquah's  9,000  students  seemed  a 
wonderfully  cheap  resource.  By 
training  the  students  to  build  and 
maintain  the  networks,  he  could 
make  the  $2.7  million  the  founda- 
tion of  an  enduring  educational 
resource.  In  the  end,  the  Issaquah 
network  was  almost  entirely  built 
by  students  between  the  ages  of  12 
and  17.  Using  students  to  solve  the 
problems  of  network  maintenance 
and  support  and  thus  reduce  the  real 
costs  by  some  80  percent  was  Mike 
Bookey's  solution  to  the  perplexing 
problem  of  computers  in  schools. 

The  first  step  in  the  Issaquah  net- 
working venture,  in  the  spring  of 
1990,  cost  no  money  and  arose  from 
pure  necessity.  Just  as  in  businesses 
across  the  country,  the  initial 
motive  for  networking  was  the 
arrival  of  laser  printers  horn  Hewlett 
Packard.  Bookey  began  by  giving  his 
10-person  TIP  team  a  pile  of  manuals 
and  having  them  install  a  basic  net- 
work connecting  two  PCs,  an  Apple  D  and  a  Macintosh  to  a 
laser  printer.  This  step  enhanced  the  value  of  all  the  comput- 
ers at  a  small  fraction  of  the  cost  of  buying  new  dot-matrix 
printers  for  each. 

Four  of  the  ten  students  managed  to  cobble  together  the 
network  in  about  a  month.  They  learned  the  intricacies  of 
pulling  twisted-pair  wiring  for  lObaseT  Ethernet  computer 
connections  mnning  at  the  standard  rate  of  10  million  bits 
(megabits)  per  second.  The  next  step  was  to  add  a  hard  disk 
containing  school  files  and  software  programs. 

Using  both  Apples  and  IBM  PCs,  the  Issaquah  network 
from  the  beginning  had  to  handle  a  variety  of  communica- 
tions protocols.  If  the  network  was  to  connect  to  anything 
outside  itself — to  the  school's  administration  building  or  the 
school  system's  libraries,  for  example — Issaquah  would  have 
to  install  equipment  that  could  sort  out  messages  from  differ- 
ent computers.  This  meant  Issaquah  joined  the  market  for 
multiprotocol  routers.  A  router  is  a  device  that  sits  on  a  com- 
puter network  and  reads  the  addresses  on  all  the  message 
packets  that  pass  by.  If  the  address  is  on  another  network 


for  the  packet  and  sends  it  to  the  other  network. 

Nonetheless,  with  all  their  routers  and  Ethernet  wiring, 
the  Issaquah  networks  slowed  to  a  crawl  as  soon  as  they  had 
to  connect  outside  a  building.  There,  they  had  to  depend  on 
what  is  known  as  the  Public  Switched  Telephone  Network, 
where  everything  turns  to  analog  and  drowses  down  to  some 
2,400  bits  per  second. 

Bookey  demonstrated  that  the  school  could  save  money 
on  its  voice  communications  by  buying  a  digital  T- 1  line  that 
multiplexes  24  phone  circuits  onto  a  1 .544-megabit-per-sec- 
ond  system.  Since  12  of  the  24  circuits  would  be  enough  to 
satisfy  the  school's  internal  voice  needs,  the  rest  of  the  T-l 
line — some  760  kilobits  per  sec 
ond — could  be  devoted  to  the  data 
communications  needs  created  by 
the  school's  new  Ethernets.  Thus 
while  getting  a  cheaper  solution  for 
its  voice  traffic,  the  school  increased 
its  data  bandwidth  by  some  seven 
fold  for  free. 

Once  these  connections  were  in 
place,  the  students  acquired 
Microsoft  Mail  program  to  incorpo-| 
rate  E-mail  in  the  system.  Soon,  thisj 
became  the  heart  of  the  network 
with  both  students  and  teacher 
using  it  constantly  to  handle  papersj 
consult  teachers  in  other  schools 
the  system,  make  reports  to  th 
state  and  interact  with  parents  an 
students.  E-mail  became  so  centr; 
to  the  functioning  of  Issaquah  tha^ 
when  the  computers  were  dowrj 
teachers  would  talk  of  cancelin 
classes. 

To  E-mail  were  added  connec 
tions  to  Internet,  the  global  research  and  education  networ 
launched  some  33  years  ago  as  DARPA  Net  (the  Pentagon 
Defense  Advanced  Research  Projects  Agency).  Since  Interne 
was  civilianized  in  1983,  adopting  the  TCP/IP  networking 
standard,  it  has  been  expanding  its  traffic  at  a  pace  of  some  l\ 
percent  per  month.  Between  1981  and  1992  the  number  o 
computers  connected  to  Internet  rose  from  281  to  1.1  million 
Through  Internet,  the  students  could  search  through 
variety  of  databases  for  material  for  a  paper  or  connect  t< 
Japan  for  help  in  learning  Japanese.  Along  with  several  othe 
Issaquah  students,  Aaron  Woodman,  Jr. — a  burly  boy  witl 
his  long  blonde  hair  in  a  ponytail — became  so  adept  at  usini 
Internet  that  he  now  gives  speeches  to  national  conference 
on  the  subject.  The  speechmaking  needs  that  grew  out  of  th 
Issaquah  project  have  imparted  valuable  lessons  in  Englis 
communications  for  the  students 

All  these  developments  did  not  occur  without  administr; 
tive  resistance.  But  the  administration  eventually  became 
prime  beneficiary. 

Soon,  the  computer  networks  in  the  Issaquah  systen 


with  a  different  protocol,  the  router  creates  a  new  envelope      were  connected  by  a  T-l  line  to  the  Washington  School 
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The  lesson  of 
Issaquah  is  that 
data  highways  and 
superhighways,  driven 
by  the  convergence  of 
microcosm  and 
telecosm,  are  indeed 
emerging  in  America, 
and  at  an  astonishing 
pace. 


Information  Processing  Cooperative  (WSIPC)  20  miles  north 
I  in  Redmond,  where  attendance  and  other  student  records 
were  kept  for  the  entire  state.  To  make  these  WSIPC  services 
more  readily  available  to  schools  across  the  state,  Bookey 
(proposed  the  creation  of  a  statewide  educational  network 
•  running  on  T-3  lines  (45  megabits  per  second),  now  known  as 
WEDNET.  This  provides  links  all  over  Washington,  from 
i  Shaw  Island  and  Stehekin  to  Seattle  and  Issaquah,  with  a 
srogue  line  down  to  Portland,  Oreg. 

As  for  Lee  Dumas,  according  to  his  mother,  his  situation 
has  changed  completely,  "both  in  his  attitude  toward  school 
I  and  in  the  school's  attitude  toward  him."  Alter  joining  TIP, 

Dumas  became  one  of  its  most 
-  active  and  enthusiastic  members. 
If  Last  summer,  he  got  a  job  at  the 
[Computer  Store  in  Seattle  teaching 
ithe  Macintosh  HyperCard  program 
as  :o  a  student  body  consisting,  yes,  of 
oublic  school  teachers.  According  to 
Dumas,  they  had  no  problem  accept- 
ic  fig  his  authority  as  a  fledgling  com- 
ed  juter  guru. 

No  longer  one  of  the  outlaws, 
pumas  became  an  official  beta  tester 
■  :  or  the  new  Microsoft  DOS  6.0  and 
ch;  Windows  NT  operating  systems,  spe- 
ar dalizing  in  their  security  procedures, 
ols  allowing  the  path  of  another  stu- 
nt: ent  who  found  the  "Issaquah  bug" 
k:  In  Microsoft's  LAN  Manager  pro- 
c.  ;ram,  Dumas  believes  he  found 
i!  ii  hree  or  four  bugs  m  NT. 
k  '<  Having  just  finished  his  sopho- 
lore  year,  Dumas  has  gone  to  work 
his  summer  at  Microsoft  for  the 
lompany's  network  development 
:    hief,  Brian  Valentine,  who  regards  this  once  brain-dead  punk 
u;  is  a  valued  employee  with  high  promise  for  the  future.  This 
ntei  tudent  who  floundered  in  the  usual  educational  system 
oik  ourished  when  his  individual  specialization  was  discovered, 
he  Issaquah  economy  released  his  energies  just  as  the 
(ational  economy  releases  its  own  energies  through  the  spe- 
ialization  and  division  of  labor  in  computer  networks. 
Since  there  are  millions  of  Lee  Dumases  in  the  schools  of 
erica — many  of  them  being  given  up  for  lost  by  analysts 
ich  as  Labor  Secretary  Robert  Reich  because  they  are  not 
dept  at  the  usual  curriculum  for  "symbolic  analysts" — 
umas'  redemption  by  technology  bears  crucial  lessons.  The 
ssons  are  Bookey's:  Students  are  a  resource,  not  a  rabble,- 
)ecialized  practical  experience  is  more  edifying  than  most 
xtbook  learning;  networks  are  the  critical  technology  both 
r  economic  growth  and  for  educational  renewal.  To  these 
sights  should  be  added  Lewis  Perelman's  view,  in  his  book 
:hool's  Out  (1992,  Morrow),  that  teachers  should  increas- 
igly  abandon  their  role  as  a  "sage  on  the  stage"  in  favor  of 
rvice  as  a  "guide  on  the  side,"  steering  their  students 
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trough  a  global  cornucopia  of  educational  resources. 


EDUCATION  AS  A  NETWORK  DRIVER 
It  may  seem  peculiar  that  Bookey,  a  network  guru 
for  large  corporations  like  U.S.  West,  should  focus 
his  attentions  on  such  problems  as  interconnect- 
ing school  children  in  Issaquah  with  libraries  in 
Bellevue,  parents  on  Squaw  Mountain,  teachers 
across  town  and  administrators  at  the  Washington  State 
Information  Processing  Cooperative.  Yet  Bookey  believes 
that  the  educational  application  may  well  drive  the  creation 
of  a  true  national  infrastructure  of  digital  networks.  The  net- 
working problems  of  schools  closely  resemble  the  network- 
ing problems  of  a  nation  full  of  diverse  systems. 

To  achieve  their  full  promise, 
school  networks  must  link  comput- 
ers of  many  varieties  owned  by  par- 
ents, students  and  teachers,  to 
administrative  servers  owned  by 
state  and  local  governments,  to 
printers,  libraries  and  databases. 
School  networks  must  connect 
LANs  to  IBM  SNA  (Systems  Net- 
work Architecture)  links,  to  a  vari- 
ety of  telephone  technologies,  from 
T-l  lines  of  1.5  megabits  per  second 
to  T-3  lines  at  45  megabits  per  sec- 
ond and,  soon,  to  ATM  switches  and 
other  potential  gigabit  systems.  In 
all  its  dimensions,  including  an 
acute  financial  constraint,  this  chal- 
lenge is  altogether  as  difficult  as 
interconnecting  supercomputers 
over  fiber  in  an  NREN.  Bookey  rel- 
ished this  challenge  at  Issaquah. 

Advocates  of  NREN  might  dispar- 
age Issaquah  as  a  relatively  low- 
grade  network.  After  all,  it  currently 
has  no  fiber  outside  of  the  fiber  links  in  the  telephone  net- 
work that  it  uses.  Without  fiber,  the  network  will  not  be  able 
to  accommodate  collaborative  learning  in  multimedia  forms 
across  the  country. 

Bookey  demurs.  Buying  a  fiber-optic  network  before  per- 
sonal computer  technology  can  manage  broadband  flows  of 
data  is  premature.  In  five  years,  fiber-optic  links  will  probably 
cost  about  one-fifth  of  what  they  cost  today.  When  the  net- 
work is  needed,  Issaquah  will  be  able  to  purchase  it  and, 
more  important,  also  use  it.  Moreover,  TCI  recently  offered  to 
install  fiber  throughout  the  Issaquah  school  system  for  noth- 
ing as  part  of  its  general  program  of  fiber  to  the  curb.  The  fact 
is  that  big-band  technology  will  come  to  Issaquah  in  due 
course,  with  or  without  NREN  money. 

Critics,  of  course,  will  carp  that  Issaquah  is  a  special 
case — a  relatively  rich  community  that  could  afford  to  levy 
S2.7  million  for  technology.  Yet  the  Issaquah  example  is  gal- 
vanizing schools  across  the  state  of  Washington  and  even  in 
California  and  Arkansas,  where  Bookey  and  his  colleague 
Mason  Conner  have  been  consulting  with  education  officials. 
Emulating  Issaquah,  other  districts  in  Washington  have  since 
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Gilder's  Telecosm 


ATM— The 
Dumb  Protocol 
of  the  Future? 

Mike  Bookey  believes  that  the  key 
to  using  fiber  will  be  the  asynchro- 
nous transfer  mode  cell-based  switch- 
ing with  which  he  pioneered  the  first 
applications  a  decade  ago  at  Doelz. 
Cutting  up  a  bit  stream  into  small 
cells  of  uniform  size,  ATM  is  the 
stripped-down  protocol  for  dumb  net- 
works, with  more  and  more  intelli- 
gence erupting  on  the  fringes. 

With  uniform  cells,  switches  can 
be  implemented  in  hardware — i.e., 
microchips — and  can  function  at  giga- 
bit (billions  of  bits  per  second)  speeds 
and  more.  Moreover,  with  uniform 
cells,  it  becomes  possible  to  include 
real-time  services  such  as  voice  and 
video  all  on  one  serial  bit  stream. 

ATM  represents  a  major  transition 
for  the  entire  information  industry.  As 
the  simplest  possible  transport  proto- 
col, ATM  is  the  penultimate  step  to 


the  dumb  networks  of  the  fibersphere 
that  will  accompany  the  efflorescence 
of  intelligence  on  every  network 
periphery.  The  spread  of  dumb  net- 
works and 'switches  such  as  ATM  will 
exert  steady  erosive  pressure  against 
all  intelligence  in  the  network  fabric, 
whether  smart  hubs  and  routers  with 
complex  directories  and  routing  tables 
or  circuit-switching  PBXs  and  Centrex 
systems.  By  allowing  the  creation  of 
virtual  mesh  networks,  with  every  ter- 
minal connected  directly  to  every 
other,  ATM  will  enable  the  elimina- 
tion of  all  the  apparatus  of  routing  and 
bridging  that  clogs  up  the  middle  of 
the  communications  system.  ATM 
will  also  eliminate  most  hardware 
intermediaries  from  the  switching  fab- 
ric— and  even  many  of  the  people  who 
install  the  machines. 

Jerry  Lucas  of  TeleStrategies 
Insight  writes:  "Just  as... rotary  dial 
access  removed  operators  from  local 
call  completion  in  the  1920s  and  the 
[crossbar  switch]  removed  operators 
from  long  distance  service  in  the  late 
1940s,  the  ATM/SONET  [fiber  optics] 


enabling  technology  will  remove  peo- 
ple from  the  provisioning  of  high- 
speed networking....  By  the  year  2000, 
a  gigabit  network  end-user  will  be  able 
to  move  into  a  new  location,  plug  an 
ATM/SONET-based  controller  into  a 
fiber-optic  recepticle  and  get  net- 
worked services  without  having  to 
call  [the  phone  company  or  any  other 
service  vendor]." 

Bookey  thinks  ATM,  incorporated 
in  cheap,  chip-based  technologies,  will 
migrate  down  into  every  LAN  as  the 
preferred  technology  for  multimedia. 

ATM  is  a  dumb  system,  suitable  for 
networks  full  of  smart  computers. 
From  his  experience  at  Doelz,  howev- 
er, Bookey  warns  against  assuming 
that  many  of  the  existing  ATM  cham- 
pions that  have  been  announcing  ATM 
products — from  AT&T  and  Northern 
Telecom  to  Cisco  Systems,  Wellfleet, 
Newbridge,  Fore  Systems  and  SynOp- 
tics — will  in  fact  deliver  them.  Bookey 
beHeves  that  Stratacom,  a  public  com- 
pany that  has  been  delivering  similar 
systems  for  nearly  a  decade,  may  be 
the  real  leader  in  ATM  today. 


raised  some  $140  million  for  network  ventures. 

Glass  Ceiling  for  Networks? 
The  lesson  of  Issaquah  is  that  data  highways 
and  superhighways,  driven  by  the  convergence 
of  microcosm  and  telecosm,  are  indeed  emerg- 
ing in  America,  and  at  an  astonishing  pace. 
They  already  are  revitalizing  the  economy  and 
society,  and  are  helping  to  reform  the  system  of  education. 
The  only  federal  initiatives  that  will  significantly  assist  the 
process  are  lower  taxes,  accommodation  of  Internet  growth 
and  use,  and  further  deregulation  of  telecommunications. 

Communication  must  begin  locally,  with  access  to  the 
community.  From  these  local  roots  can  emerge  the  great 
branching  systems  that  can  interconnect  an  information 
economy.  By  starting  from  the  top,  the  government  risks 
paving  over  the  pullulating  fabric  of  networking  enterprise 
with  a  glass  ceiling  of  expensive  and  misplaced  fiber. 

hi  1993  an  estimated  37  million  personal  computers  will 
be  sold  worldwide.  The  same  forces  that  impelled  the  net- 
works of  Issaquah  will  drive  the  owners  of  these  new  PCs  to 
interconnect  them  to  other  networks  and  will  induce  the 
owners  of  the  networks  to  link  them  together.  As  the  cen- 
trifugal force  of  the  microcosm,  multiplying  and  distributing 
intelligence  through  the  world,  converges  with  the  integrat- 
ing power  of  the  telecosm,  the  exponential  miracles  of  spe- 
cialization ard  growl  •  will  gain  new  momentum. 


How  far  can  this  spiral  reach?  Internet  will  soon  approach 
some  interesting  limits.  According  to  International  Data 
Group,  the  number  of  users  has  risen  from  9,800  in  1986,  all 
in  the  United  States,  to  4.7  million  around  the  world  today 
At  this  pace,  Internet  will  embrace  the  entire  world  popula 
tion  by  the  year  2001.  That's  one  limit.  As  the  system' 
trunking  backbone  rises  to  45  megabits  per  second  on  T-3 
lines  and  above,  the  sky  is  the  limit  for  the  amount  of  mes 
sage  traffic.  In  the  first  month  after  the  enlargement  to  T-31 
lines  in  October  1992,  usage  rose  horn  3.5  trillion  bytes  to  4| 
trillion  bytes. 

All  these  networks  are  dominated  by  text  and  still  pic 
tures.  But  the  miracles  of  Internet  and  Issaquah  are  about  tc 
be  joined  with  a  new  miracle  of  growth  in  digital  video  con- 
nections in  the  local  loop. 


BOMBSHELL  FROM  TlMI-  WARNER 
How  soon  can  this  happen?  Advocates  of  NRE 
speak  of  this  technology  being  consummated 
2015.  But  to  most  politicians  and  businessmen,  i 
projected  date  more  than  five  years  ahead  is  essenj 
tially  a  synonym  for  never-never  land — a  way  oj 
saying,  "Forget  about  it.  I'll  be  retired." 

The  fact  is  that  a  widespread  system  of  two-way  broadl 
band  networks  reaching  most  American  homes,  schools  an« 
offices  is  less  than  five  years  away.  All  U.S.  business  planner; 
must  come  to  terms  with  this  transforming  reality. 
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Announcements  this  spring  from 
leading  cable,  telephone  and  computer 
companies — from  TCI  and  U.S.  West  to 
IBM  and  Silicon  Graphics — bring  the 
shape  of  this  network  into  clear  focus. 
Exemplary  among  plans  announced  by 
a  variety  of  firms  is  Time-Warner's  pro- 
jected system  in  Orlando. 

As  described  by  Jim  Chiddix,  the 
company's  college-dropout  technical 
guru,  the  Time-Warner  showcase  ven- 
ture will  be  a  giant  client/server  com- 
puter network,  suggestive  of  the 
arrangements  now  ubiquitous  in  corpo- 
rate computing.  The  wires  will  be  a 
combination  of  fiber  to  the  curb  and 
coax  to  the  home.  Much  of  the  sys- 
tem's hardware  and  software  will  be 
supplied  by  computer  companies 
(allegedly  including  IBM  and  Silicon 
Graphics).  The  "client"  computers  will 
ibe  digitized  TVs  or  teleputers  linked  to 
powerful  database  computers  that  use  a 
parallel-processing  architecture  to 
Ipccess  hierarchical  memory  systems, 
rom  DRAM  caches  to  optical  disk 
archives.  These  memories  will  contain 
erabytes  (trillions  of  bytes)  of  digital 
/ideo  movies,  games,  educational  soft- 
are  and  other  programming. 
Perhaps  the  most  dramatic  break- 
trough,  though,  will  come  in  the 
witches.  While  much  of  the  computer 
ind  telephone  world  continues  to  dither 
ibout  the  future  of  ATM  (many  consign- 
ng  it  to  the  pits  of  2015),  Time- Warner 
s  committed  to  mstalling  ATM  switch- 
:s,  built  by  AT&T,  beginning  next  year 
n  Orlando.  The  ATM  system  will  allow 
Time-Warner  to  offer  telephone,  tele- 
uter  and  multimedia  services  together, 
is  soon  as  the  regulators  allow  it.  Chid- 
lix  predicts  that  ATM  will  soon  gravi- 
ate  to  local  area  networks  and  ulti- 
nately  become  ubiquitous. 

But  the  most  portentous  announce- 
nents  of  all  have  come  from  the  tele- 
hone  companies,  who  have  the  most 
o  lose  horn  this  cable-oriented  network 
esign.  Both  U.S.  West  and  Pacific  Bell 
lave  disclosed  that  they  are  adopting  a 
ombination  architecture  of  fiber  and 
oaxial  cable  closely  resembling  the 
Tme-Warner  and  TCI  projects.  This 
inexpected  action  by  two  leading  Baby 
ells  of  turning  their  backs  on  their 
[lillions  of  miles  of  twisted-pair  copper 
/ires  shows  both  the  boldness  of  the 
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new  telephone  company  leadership  and 
the  imperious  power  of  this  digital  tech- 
nology. From  all  sides  the  telecommu- 
nications and  computer  industries  are 
converging  on  one  essential  configura- 
tion of  advanced  parallel-processing 
hardware,  client/server  database  soft- 
ware and  ATM  switching. 

As  microcosm  and  telecosm  con- 
verge in  the  living  room,  with  interac- 
tive digital  video  and  supercomputer 
image  processing,  the  leading  edge  of 
the  digital  revolution  moves  from  mil- 
lions of  otfices  toward  billions  of 
homes.  Just  as  Michael  Milken,  then  of 
Drexel  Burnham  Lambert,  and  the  late 
William  McGowan  of  MCI  in  1983  res- 
cued long-distance  fiber  optics  from  the 
never-never  lands  of  the  year  2015  to 
which  AT&T  had  consigned  it,  John 
Malone  of  TCI,  Gerald  M.  Levin  of 
Time-Warner  and  Richard  D. 
McCormick  of  U.S.  West  in  1993  have 
burst  open  the  floodgates  for  fiber  and 
ATM  in  the  local  loop. 

Again,  the  force  behind  this  revolu- 
tionary development  was  fierce  busi- 
ness and  technical  rivalry  in  the  mar- 
ketplace. In  the  real  world  the  ruling 
principle  of  network  development  is 
not  imposed  standardization  by  govern- 
ment but  spontaneous  order.  It  springs 
from  the  interplay  of  human  creativity 
and  entrepreneurship  with  the  inex- 
orable laws  of  physics  and  technology. 

These  dynamics  of  interconnection 
in  the  Information  Age  will  continue 
well  into  the  next  century.  The  micro- 
cosm will  yield  chips  containing  bil- 
lions of  transistors,  equivalent  to  scores 
of  supercomputers  on  single  slivers  of 
silicon.  The  telecosm  will  yield  band- 
width exploding  into  the  terahertz  of 
all-optical  networks  and  the  gigahertz 
of  millimeter  waves  in  the  air. 

Provided  that  rulers  and  regulators 
do  not  stifle  this  spiral  of  opportunity, 
the  human  spirit — emancipated  and 
thus  allowed  to  reach  its  rarest  talents 
and  aspirations — will  continue  to 
amaze  the  world  with  heroic  surprises. 
The  Issaquah  miracle  of  Mike  Bookey 
and  Lee  Dumas  and  all  the  others,  and 
the  continuing  miracle  of  American 
networks,  which  was  entirely  unexpect- 
ed by  the  world,  will  repeat  themselves 
again  and  again  in  new  forms  of  entre- 
preneurship and  technology.  (IS) 
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Breaking  Away 


By  Jeffrey  Young 


Going  Country 


Health  care  contrarian  Jeff  Bauer  has  grown  a  thriving  consultancy 
in  the  rich  farmland  of  Colorado,  thanks  to  E-mail  PowerBooks, 
video  cameras  and  a  willingness  to  dump  the  Peugeot. 


r's  \  late  winter  HAY.  The  sky  is  dirty 
gray,  the  horizon  flat,  the  sun  warm, 
and  the  melting  snow  has  turned  every- 
thing into  a  sea  of  mud.  "I  hate  the 
mud,"  muses  Jeff  Bauer  as  he  pulls  on 
his  boots  outside  the  video  studio  and 
office  building  he's  just  built  on  his  80- 
acre  farm.  "But  it's  this  sod  that  keeps 
the  farm  in  business." 

Rich  soil  and  high-tech  gadgetry. 
While  Hillrose,  Colo.,  (population  200) 
might  be  slowly  drowning  on  the  back 
side  of  the  economic  wave,  Bauer's 
farm  on  the  outskirts  of  town,  98  miles 
northeast  of  Denver,  is  riding  the  foam- 
ing crest. 

Bauer  is  a  nationally  known  health 
care  consultant,  lecturer,  professor  of 
health  statistics  and  economics,  author, 
former  chief  planning  officer  at  the  Uni- 
versity of  Colorado  Health  Sciences 
Center,  Fulbright  scholar,  fellow  at  the 
Center  for  the  New  West  and  Ph.D.  in 
health  economics.  And  now  he's  a  desk- 
top videographer  and  principal  of  his 
own  company,  The  Bauer  Group.  In  the 
main  room  of  his  new  budding  there's  a 
big  professional  video  camera  hulking 
on  its  rolling  dolly.  Professional  movie 
lights  shrouded  in  black  canvas  drapery 
surround  it.  And  in  one  comer  a  desktop 
video-editing  console  hums  beside  a 
full-blown  Apple  Macintosh  Quadra  950 
with  a  21 -inch  NEC  monitor. 

"I've  put  $100,000  into  this,"  Bauer 
says  in  a  voice  tinged  with  frontier 
ido  and  sh  t  through  with  a  touch 
ear.    Ve're  going  to  make  it 


ion 


PLAIN  STREET,  U.S.A.  Downtown  Hillrose,  Colo.,  may  not  be  a  hap- 
pening place,  but  consultant  Jeff  Bauer  knows  how  to  stay  in  the  game. 
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work. ...  We've  got  to  make  it  work." 

In  1982,  Bauer  and  his  wife,  Christina, 
found  the  working  farm  of  their  dreams. 
They  fled  Denver  with  their  first  child, 
their  professional  skills  and  a  car  that 
no  one  in  Hillrose  had  ever  seen  the 
likes  of  before. 

"After  the  guy  in  the  local  gas  sta- 
tion filled  it  up  for  the  first  time,  he 
asked  me,  'Just  what  kind  of  car  is  a 


wicp 


Pug-ett  anyway?'"  says  Bauer,  savoring! 
the  distance  he's  covered.  "We  were 
real  yuppies  back  then.  We  got  rid  of 
the  Peugeot  right  away  and  bought 
American.  Now  our  world  revolves 
around  the  local  4-H  chapter." 

Christina  Bauer,  previously  em- 
ployed by  one  of  Denver's  largest  law  lents 
firms,  is  an  attorney  who  practices  in  art  c 
the  nearby  big  town  of  Brush,  popula-j  Bauer  s 
tion  4,200.  Here,  the  biggest  attraction  Cuch 
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is  the  weekly  livestock  auction. 

The  Bauers'  kids  catch  the  school 
bus  outside  the  house  on  County  Road 
X.  "Because  it's  a  school  bus  route,  it's 
plowed  every  day  it  snows,"  Jeff  Bauer 
tells  you,  revealing  the  secrets  of  rural 
life.  "That  was  one  of  our  location 
I  requirements  for  the  farm." 

The  Bauers  so  loved  the  idea  of  going 
country  that  "we  made  an  offer  on  the 
farm  the  day  we  saw  it:  about  $160,000. 
We  paid  the  asking  price."  Bauer 
resigned  his  medical  administrative  job 
at  the  University  of  Colorado  and 
launched  his  consulting  career  on  a 
mere  $10,000-a-year  income  stream, 
made  from  "speeches  on  the  future 
direction  of  health  care  to  medical 
groups  around  the  country." 

LEVEN  YEARS  AFTER  THE  MOVE,  Bauer  has 

uilt  himself  a  thriving  consultancy,  a 
ual  business  with  key  colleagues  in 
ulsa,  San  Diego,  Denver,  and  Leslie, 
k.  Linked  by  E-mail,  fax  machines 
nd  Apple  PowerBooks,  he  keeps  the 
250,000-per-year  business  humming 
y  traveling  all  over  the  country  (half 
ch  month  on  average).  He  offers  his 
ontrarian  health  care  ideas  in  lectures, 
onsultations  at  rural  health  clinics  and 
ospitals,  classes  at  the  University  of 
isconsin,  and  via  video. 
Bauer's  advice,   which  centers 
round  providing  health  care  in  small 
owns,  streamlining  small  practices 
nd  initiating  rural  health  care  reform, 
based  on  three  key  elements:  retrain 
nature  doctors  in  primary  care,  the 
eneral-practice  medicine  of  the  Old 
^est;  increase  competition  among  spe- 
Lalist  M.D.s  and  nurse  practitioners  by 
fi  flowing  more  affordable  staff  to  take 
Win  much  primary  care;  and  turn  expen- 
sive and  inefficient  small-town  full-ser- 
Hbce  hospitals  into  primary-care  hospi- 
ils  that  send  intensive-care  patients  to 
gger-city  facilities.  Bauer  has  found 
lat  video  education  can  make  his  mes- 
iges  less  threatening  to  rural  commu- 
ities,  where  a  hospital  is  a  source  of 
vie  pride  and  geographic  identity. 

"We  started  in  video  simply  by  tap- 
lg  my  speeches  and  selling  them  to 
ients,  who  then  showed  the  tapes  as 
irt  of  community  relations  efforts," 
auer  explains.  "I  couldn't  afford  to  do 
luch  more  without  big  budgets — and 


most  small  health  agencies  don't  have 
that  kind  of  money. 

"Then  I  discovered  the  PowerBook, 
and  my  life  changed.  I  could  actually  do 
productive,  billable  work  while  travel- 
ing. Soon  I  became  a  zealot  and  started 
eyeing  all  the  desktop  video  production 
tools  that  were  coming  to  market.  I 
realized  that  this  was  the  way  I  could 
offer  videotapes  to  clients  at  an  afford- 
able price,  without  all  the  big-time  pro- 
duction costs  of  hiring  a  professional 
crew." 

Getting  the  equipment  was  only  part 
of  the  problem.  Finding  a  trained  video 
director  and  editor  in  Hillrose  was  no 
simple  task.  "If  I  was  preaching  retrain- 
ing and  job  shifting  for  health  care,  I 
decided  we  should  do  it  closer  to  home 
as  well,"  Bauer  says.  So  he  sent  his 
assistant,  a  mother  of  three  who  had 
spent  her  whole  life  in  nearby  Brush,  off 
to  learn  video  editing  and  direction. 

But  Bauer  isn't  satisfied  with  just 
producing  videotapes  for  clients  like 
Wamego  City  Hospital  in  Wamego, 
Kans.  He  plans  to  use  the  technology  to 
help  change  health  care  delivery  itself. 
Bauer  hopes  to  uplink  from  his  studio  a 
satellite  cable  health  show  that  will 
focus  on  wellness  and  disease  preven- 
tion. He  also  intends  to  produce  inter- 
active multimedia  products  to  help 
teach  patients  how  to  choose  a  health 
care  provider,  challenge  a  doctor,  use 
health  insurance  and  prevent  cancer.  So 
he  hasn't  simply  invested  in  desktop 
video  gear,  he's  developed  a  video  pro- 
duction facility  for  the  21st  century. 

And  that,  to  hear  Bauer  tell  it,  is  only 
the  beginning.  "The  world's  foremost 
arthroscopic  surgeon  lives  m  Vad,"  he 
says  enthusiastically.  "These  days, 
most  knee  surgery  is  done  with  the  sur- 
geon inserting  a  tiny  camera  and  lasers 
into  the  leg.  The  surgeon  does  all  the 
work  by  manipulating  tools  and  moni- 
toring the  operation  on  a  large-screen 
TV  set.  So  why  couldn't  the  patient  be 
in  San  Diego,  attended  by  less  expensive 
surgical  residents  perhaps,  and  the  spe- 
cialist surgeon  be  at  his  home  in  Vail?" 

Or  even  Hillrose.  Bauer  hasn't  start- 
ed building  a  telesurgery  video  operat- 
ing .theater  yet,  but  he's  got  plenty  of 
land.  You  might  even  call  it  a  field  of 
dreams.  Who  knows — maybe  if  he 
budds  it,  they  will  come.  ASAP 


A  case  For  Going  Country 

name:  Jeffrey  Bauer/The  Bauer  Group 

location:  Hillrose,  Colo. 

business:  Creative  market-based 
strategic  planning  and  publishing  firm 
for  health  care  providers  who  want  to 
reinvent  the  American  health  care 
delivery  system 

hardware:  Macintosh-based 
system — Quadra  950  (48  megs  of 
RAM  with  a  238-meg  hard  drive),  ECI 
(32  megs  of  RAM),  PowerBook  170 
(4  megs  of  RAM),  SuperMac  digital 
card,  Thunderstorm  SuperMac 
accelerator  board,  Thunder  24 
SuperMac  video  card,  True  Vision's 
New  Vista  Plus  video  card,  MicroNet 
one-gigabyte  external  hard  drive, 
MicroNet  optical  drive,  Apple  300  CD- 
ROM,  UMAX  UC  630  flat-bed  scanner 
with  interfaces  to  video  equipment, 
two-piece  color  monitor  system 
includes  a  21 -inch  NEC  6FG,  Apple  ETF 
LaserWriter  and  Hewlett  Packard 
Color  DeskWriter  C 

software:  Microsoft  Word,  Excel, 
More,  Quark  Express,  Adobe 
Photoshop/video  production — 
Macromind  Director,  Avid  Bola  32, 
Deneba  Canvas 

e-mail:  Quick  mad  Remote,  Hayes 
Smartcom  II 

How  much  invested:  $100,000  + 

how  he  gets  it:  Mad  order — "Fed 
Ex  and  UPS  have  saved  our  souls 
many,  many  times" — trips  to  Denver 

how  he  services  it:  Long-distance 
housecalls  and  more  trips  to  Denver 

Favorite  piece  of  equipment: 

PowerBook  170 

NEXT  PURCHASE  (HOPEFULLY): 

Uplink  satellite — "We  could  have  our 
own  'Wayne's  World'" 

Advice  to  anyone  breaking  away: 

"Getting  established  will  cost  more 
and  take  longer  than  expected,  but 
that's  a  small  price  to  pay  for  the  pole 
position  at  the  entrepreneurial  race 
into  the  21st  century.  There's  no 
reason  to  wait  if  you  plan  to  be  a 
winner." 

— Kevin  Hogan 
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continued  from  page  128 
Sales)  ine  allow  everyone  to  chat  up 
everyone  else.  Intra-  and  interdepart- 
mental nets  are  included.  So  are  links 
to  the  General  Motors  Acceptance 
Corp.,  outside  credit  bureaus,  GM  parts 
distribution  centers,  parts  plants,  GM 
factories  and  GM  zone  offices. 

In  Intelligent  Enterprise  (1992, 
McMillan  Press),  Dartmouth  professor 
ames  Brian  Quinn  urges  executives  to 
imagine  their  companies  as  packages  of 
rorizontal  services  embedded  in  inter- 
firm  "spiderwebs"  to  create  value. 
That,  precisely,  is  what  Baxter,  Union 
Pacific,  EDS— and  Michelle  Cliffing- 
ton — are  doing. 

Bob  Buckman  's  Talk  Show 


n  a  1991  New  York  Times  Magazine 
rticle,  reporter  Fred  Moody  claimed 
hat  Microsoft's  "only  factory  asset  is 
he  human  imagination."  Bob  Buck- 
nan,  CEO  of  $200  million  (1992)  Buck- 
nan  Laboratories  International  Inc.,  a 
VIemphis-based  specialty  chemical 
ompany  that  does  business  in  70 
ountnes,  would  nod  vigorously  at  that 
issertion.  A  couple  of  years  ago,  Gold- 
nan  Sachs  pegged  the  market  value  of 
lis  privately  held  enterprise  at  $175 
nillion  more  than  the  hard-asset  value, 
"hat  whopping  difference,  Buckman 
igured,  comes  from  the  value  of  ideas, 
nformation  and  knowledge  batting 
round  the  system. 

Thus  began  Buckman's  obsession 
vith  harnessing  the  power  of  knowl- 
dge.  Among  other  things,  the  R&D- 
itense  firm  is  now  spending  more  on 
nformation  activities  than  research — 
nd  in  mid- 1992  transferred  all  infor- 
lation  activities  to  the  intriguingly 
tied  Knowledge  Transfer  Department. 

Journalist  Alan  Webber,  writing  in 
le  january/February  1993  Harvard 
usiness  Review,  says  that  thriving  in 
he  brain-based  economy  means  recon- 
iving  work  "as  conversation."  That's 
xactly  what  Bob  Buckman  is  attempt- 
ig  via  a  network  that  gets  insiders 
nd  outsiders  talking  to  each  other, 
ay  and  night,  in  pursuit  of  joint  prob- 
im  solving. 

Once  again,  the  rules  surrounding 
aditional  departments,  divisional  turf 
nd  corporate  hierarchy  are  upended. 


For  example,  Buckman  has  created  a 
series  of  Technical  Forums.  The  ongo- 
ing electronic  conversations,  led  by 
appropriate  Buckman  experts  through- 
out the  world,  link  the  firm's  brain- 
power to  solve  customer  problems  in  a 
given  industry.  By  yesterday's  stan- 
dards, the  clout  of  central  research  and 
engineering  activities  in  Memphis  has 
been  radically  reduced,  which  suits 
Buckman  to  a  tee.  "Our  approach  to 
knowledge  processing  is  profoundly 
antibureaucratic,"  he  claims.  "The 
most  powerful  people  in  the  future  of 
Buckman  Labs  wdl  be  those  anywhere 
who  do  the  best  job  of  transferring 
knowledge  to  others." 

Back  in  Memphis,  there's  a  "court 
of  last  resort,"  a  seven-person  Techni- 
cal Information  Center  within  the 
knowledge  transfer  operation.  These 
systems  experts  help  anyone  in  need, 
24  hours  a  day,  seven  days  a  week. 
Webber  suggests  such  folks  perform 
the  role  of  "internal  talk  show  host"  or 
"director  of  conversations."  Michel 
Bauwens,  an  information  officer  at 
British  Petroleum,  calls  them  "cybrari- 
ans" — renaissance  corporate  librarians 
"navigating  in  cyberspace." 

From  Reengineering  to  Romance 

There  is  lots  to  learn — just  about 
everything — about  the  virtual/net- 
worked/spiderweb/conversational  cor- 
poration. In  Shared  Minds:  The  New 
Technologies  of  Collaboration  (1990, 
Random  House),  innovation  expert 
Michael  Schrage  says  that  what's  hap- 
pening carries  us  far  beyond  hierarchy: 
We  must  vigorously  pursue  entirely 
new  approaches  to  human  communica- 
tion and  collaboration — via  what 
Schrage  felicitously  labels  "convivial 
tools."  Such  tools  offer  the  promise  of 
spontaneous,  creative  conversation — a 
leap,  Schrage  persuasively  argues, 
beyond  most  firms'  barely  established 
doctrine  of  multifunction  teaming. 

Schrage  writes  of  "scroll  wars"  and 
"window  wars,"  and  compares  the  new 
interchange  to  "being  in  the  control 
room  in  the  van  directing  the  coverage 
of  a  football  game."  Nice!  I  think  I 
came  closest  to  feeling  this  emergent 
world  while  watching  CNN  at  work 
during  the  build-up  to  the  gulf  war. 


Perhaps  observing  the  likes  of  live  TV 
or  theater  in  the  making  may  provide 
the  best  clues  for  tomorrow's  organiza- 
tional architects. 


F 


or  15  years,  Americans  have  been 
chanting  their  "flatten  the  organiza- 
tion" mantras  to  great  effect  (e.g.,  a 
U.S.  productivity  surge,  likely  to  accel- 
erate). More  recently  we  learned  the 
"reengineering"  mantra,  which  aims  to 
simplify  systems,  destroy  old  function- 
al walls  and  "horizontalize"  the  activi- 
ties of  the  newly  flattened  firm. 

But  both  these  steps  are  mechani- 
cal, implying  the  latest  "one  best  way" 
of  organizing.  (Frederick  Taylor  and  his 
stopwatch  live!)  Now,  as  we  harvest 
the  fruits  of  dispersed  human  imagina- 
tions linked  in  space  and  time,  we'd  do 
well  to  think  biologically. 

In  short,  conversational  work  is  dra- 
matically different  than  reengineered 
work.  The  new  collaboration  is  "like 
romance,"  Schrage  writes.  "It  can't  be 
routine  and  predictable."  Today's  con- 
versations at  Buckman  Labs  are  any- 
thing but  predictable.  Buckman's  "vir- 
tual functions"  (e.g.,  the  shape  of  those 
Technical  Forums)  are  constantly 
evolving. 

As  I  stared  at  that  Lotus  Notes  ad,  I 
had  a  vision  of  the  corporate  org  chart 
converted  from  stone  pyramid  to  some- 
thing resembling  Jackson  Pollock's 
famous  Autumn  Rhythm — swirls  of 
connections,  revolving,  evolving,  hook- 
ing up,  splintering. 

The  good  news:  Nobody,  neither 
Lotus  software  designers  nor  Buckman 
Labs'  knowledge  transfer  mavens,  really 
knows  what  they're  doing  or  where 
they're  heading.  The  bad  news:  If  you 
still  believe  in  hierarchy,  job  descrip- 
tions and  functional  boundaries,  and  are 
not  experimenting  madly  with  new 
approaches  to  boundaryless/networked/ 
virtual  organizations  engaged  in  ever- 
changing  global  conversations  with 
ever-changing  partners,  you  are  already 
in  deep  yogurt.  Big  firm  or  small,  the 
opportunities  have  never  been  greater — 
and  the  danger  never  more  certain. 

Tom  Peters  is  the  co-author  of  In  Search 
of  Excellence  (1982.  Alfred  A.  Knopf) 
and  author  of  Liberation  Management 
(1992,  Knopf). 
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The   Peters  Principles 


By  Tom  Peters 


Let  the  Talk  Show 

Begin 


Vood  God,  maybe  it's  really  happen- 
ing! Right  after  World  War  II,  when  the 
late  Doug  McGregor  concocted  Theory 
Y,  the  discussion  of  participative  man- 
agement began  in  earnest.  I've  long 
urged  managers  to  look  "beyond  hierar- 
chy," but  didn't  use  those  words  until 
recently.  Somehow,  though,  the  gen- 
uine demise  of  hierarchical  manage- 
ment was  an  abstraction,  even  to  me, 
until  I  reflected  on  a  recent  ad  for 
Lotus  Notes. 

The  Lotus  ad  features  the  fictional 
Michelle  Cliffington,  product  manager 
at  a  bicycle  company.  Using  her  spiffy 
new  software  and  assorted  accouter- 
ments,  which  connect  most  everyone 
to  everyone  else  in  her  world,  she  real- 
izes in  a  flash  that  reorders  for  her 
firm's  most  popular  model  had  tum- 
bled in  several  important  markets. 
Cliffington  immediately  convenes  a 
companywide  electronic  forum  to  pro- 
pose a  strategic  pricing  change  (i.e.,  a 
discount — nothing  new  there).  Her 
CEO,  on  the  road,  taps  into  the  conver- 
sation that  night  and  suggests  adding  a 
new  model,  rather  than  hacking  away 
at  margins.  Then  an  R&D  team  mem- 
ber chimes  in,  resurrecting  a  design 
long  in  the  works;  his  electronic  com- 
munication includes  sketches  of  a  new 


But  only  if  you  are 
ready  to  (1)  ignore 
hierarchy  (2)  bypass 
functional  barriers,  (3) 
let  outsiders  participate 
in  decisionmaking  and 
(4)  replace  meetings  with 
informal  chatter 


bike.  Meanwhile,  Cliffington  busily 
scours  outside  databases  for  confirma- 
tion of  the  trend  she's  observed. 

The  electronic  town  hall  continues 
through  several  illustrated  PC  screens 
in  the  two-page  ad,  as  folks  in  various 
departments  participate  in  the  decision 
to  go  with  a  new  model.  In  the  final 
scene,  Cliffington  communicates  the 
launch  decision  to  key  customers — on- 
line, of  course — with  a  promise  to 
deliver  the  new  bike  within  60  days. 

This  parable  upends  almost  every- 
thing we  know  about  organization:  (1) 
hierarchy  is  ignored;  (2)  functional  bar- 
riers are  routinely  bypassed;  (3)  out- 
siders consort  in  the  decisionmaking 
process,-  (4)  constant  informal  chatter 
replaces  meetings,  traditional  presenta- 
tions or  political  posturing;  and  (5) 
something  of  significance  happens, 
quickly.  (To  be  sure,  many  issues  are 
begged — e.g.,  establishing  a  culture  that 
encourages  such  free-form,  free-flow- 
ing, ego-free  chatter.) 

Is  there  a  "there"  in  this  story?  Not 
by  the  standards  of  the  last  several 
hundred  years! 


1  recently  addressed  top  managers  in 
Baxter  International  Inc.'s  $5  billion 
(1992)  Hospital  Products  and  Services 
group,  which  provides  supphes  to  thou- 
sands of  hospitals.  The  Deerfield,  111., 
outfit  is  beginning  to  look  like  that  fic- 
titious bike  company.  Layers  of  hierar- 
chy have  given  way  to  cross-functional, 
cross-divisional  team  selling.  Most 
hard-product  operations  are  adding  "ser- 
vice wraparounds"  aimed  at  reducing 
hospital  costs  (Baxter's  i.v.  solutions 
unit  will  mix  drugs  for  specific  patients, 
a  task  normally  performed  by  a  hospi- 
tal's pharmacy).  Baxter  chairman  and 
CEO  Vern  Loucks  imagines  that  his 
firm  will  eventually  be  reinvented  as  an 
array  of  "horizontal,"  value-adding 
processes— which  intimately  integrate 
Baxter  with  its  customers. 

At  Union  Pacific  Railroad,  Omaha, 
Nebr.,  former  chief  executive  Mike 
Walsh  scraped  away  at  125  years  of 
bureaucratic  plaque.  That  mostly  done, 
he  began  the  more  important  long-term 
task:  identifying  about  100  horizontal 
processes  that  can  provide  the  basis  for 
creating  value-adding  services.  Doing 
so  defies  every  iota  of  railroading  tradi- 
tion: The  processes  aim  to  seamlessly 
integrate  various  bits  of  formerly  war- 
ring railroad  baronies — in  real  time— 
with  shippers,  customers  and  assorted 
intermediaries  (such  as  U.S.  Customs). 

Then  there's  Electronic  Data  Sys- 
tems, Dallas,  Tex.,  offering  Dealerline 
to  9,500  General  Motors  dealers,; 
already  linked  to  each  other  and  the 
parent  via  the  GM/Hughes  "dealer 
satellite  network."  Subsystems  called 
Partsline,  Businessline,  Serviceline  and 
continued  on  page  127'\ 
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The  New  Learjet  60 


Of  all  coast-to-coast  business  jets,  none  rivals  the  performance  of  the  sensational  midsiz 
Learjet  60.  With  legendary  speed  and  continent-spanning  range,  it  tours  city  to  city  or  country  to  country  on  les 
fuel  than  any  other  transcontinental  business  jet.  Yet  this  largest-ever  Learjet  is  superbly  equipped.  There's 
comfortable  seating  for  up  to  nine  in  its  spacious,  stand-up  cabin.  A  priv  ate  restroom.  complete  galley,  the  industry 
most  advanced  avionics  systems,  and  much  more.  All  for  far  less  than  the  competition. 

See  why  the  new  Learjet  60  is  fast  gaining  recognition  as  the  most 
efficient,  affordable,  long-range  performer  in  business  aviation.  For  more 
information  on  this  new  star,  simply  call  Learjet  Marketing  at  (316)946-2450 
ext.  233  or  Fax  (316)  946-3235. 
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FREE  Special  Report 

The  4  Most  Costly  Estate  Planning  Misidkes 

Made  By  Those  Worth  $3  Million  to  $250  Million 

Tragically,  you  may  be  making  two 
or  three  or  these  mistakes  costing 
you  millions  of  dollars. 


1  hat's  why  Barry  Kaye  has  prepared  a  FREE  Special  Report: 
12  Wealth  Preservation  Strategies,  that  he'd  like  to  send  you.  This 
exclusive  report  reveals  easy  steps  you  can  take — right now — to 
legally  avoid  each  mistake  and  reduce  your  estate  tax  cost  up  to  90%" 


Barry  Kaye,  America's  #1 
expert  on  estate  tax  cost 
discounts . . .  author  of 
Save  A  Fortune  On  Your 
Estate  Taxes . . .  and 
founder  and  chairman  of 
Wealth  Creation 
Centers3"— America  s 
Foremost  Estate  Tax 
Cost  Discount  Specialists. 
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worth  to  estate  tax  costs. 


Death  and  estate  taxes  are  inevitable.  FACT:  Uncle 
Sam  is  due  the  money  owed  by  your  estate  upon  your 
death.  Nobody  —  not  your  attorney,  your  financial 

Elanner  or  your  accountant  —  can  change  that.  But  the 
ig  question  is:  WHO  will  pay  your  estate  taxes? 

Without  proper  estate  planning,  your  heirs  will  be 
100%  responsible  for  paying  these  taxes.  Over  a 
$3,000,000  estate,  they'll  pay  55%  in  estate  taxes. 

But  in  your  FREE  Special  Report,  12  Wealth  Preserva- 
tion Strategies,  Barry  Kaye  reveals  a  proven,  no-risk 
concept-based  on  current  assumptions — he  calls  The 
Wealth  Transfer  SystemSM.  Using  this  concept,  you  can 
legally  reduce  your  estate  tax  costs  by  up  to  90%  and  pass 
on  nearly  two  times  more  money  to  your  heirs  —  income 
and  estate  tax  FREE! 

#  G%    Failing  to  leverage  your  IRA,  Keogh  or 
A    pension  to  protect  your  estate. 

In  your  FREE  Special  Report,  12  Wealth  Presentation 
Strategies,  you'll  discover  proven  strategies  Barry 
Kaye  uses  to  help  his  clients  multiply  their  retirement 
accounts  and  legally  transfer  10-20  times  more  money 
to  their  heirs. 

#  O    Believing  your  municipal  bonds  are 
O    completely  tax  free.  (They're  not). 

In  your  FREE  Special  Report,  22  Wealth  Preservation 
Strategies,  Barry  Kaye  explains  exciting  new  municipal 
bond  alternatives  that  can  effectively  guarantee  thatyour 
muni  bond  money  will  become  income  AND  ESTATE 
TAX  FREE. 

#  /M    Thinking  liquidity  will  protect  you  from 

the  devastation  of  estate  taxes. 

In  your  FREE  Special  Report,  22  Wealth  Presentation 
Strategies,  Barry  Kaye  will  explain  why  liquidity  will 
give  you  a  false  sense  of  security.  He'll  show  you  how  to 
turn  your  liquidity  into  protection  for  your  family  and 
multiplied  wealth  for  your  heirs. 


What's  more,  you'll  discover  how  to  avoid  other 
mistakes  like  giving  your  favorite  charity  only  a  fraction 
of  what  you  could  give  them  and  solely  depending  on  a 
"general"  insurance  agent,  CPA,  attorney  or  financial 
planner  for  estate  planning.  Now,  you  can  discover  the 
same  strategies  used  by  some  of  America's  wealthiest 
families  in  a  FREE  Special  Report  by  Barry  Kaye,  22 
Wealth  Presentation  Strategies. 

To  receive  your  FREE  Special  Report . . . 


Call  Toll  Free  1-800462-5433 

Monday-Friday,  8:30-5:30  PST 

•  For  your  FREE,  No-Obligation  copy  of  the 
Special  Report:  12  Wealth  Preservation 
Strategies  By  Barry  Kaye 

•  For  a  FREE,  No-Obligation,  confidential 
proposal  on  saving  a  fortune  in  estate  taxes 
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Available  in  fine 
bookstores  everywhere 

"Much  useful  advice  from  a  man  who 
has  so  much  useful  advice  to  give." 
—  Malcolm  S.  Forbes,  Jr. 
President  &  Editor-in-Chief, 
Forbes  Magazine 


Wealth  Creation  Centers'" 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 


Call,  fax  or  write: 
1901  Avenue  of  the  Stars,  Suite  500 
Los  Angeles,  California  90067 
1-800-662-5433  •  310-277-9400  •  FAX:  310-282-0775 

©1992  Wealth  Creation  Centers 

*  Discounted  tax  costs  based  on  current  assumptions,  other  requirements 
and  a  last-to-die  life  insurance  policy  or  an  individual  policy. 


CAVEAT:  This  is  only  effective  if  you  are  over  age  60,  worth  over  $3  million,  have  excess  funds,  and  can  qualify . 


every  inch  of  the 
road  before  you. 
This  stirring 
interaction  is  made  possible  by  the 
responsive  and  finely  tuned  suspen- 
sion system  of  the  GS.  One  that 
actually  enables  the  driver  to,  in  a 
sense,  communicate  with  the  road. 
Let  us  offer  a  solution  to  this      space.  So  while  your  passengers  That,  we  figured,  would  be  all 

ima:  the  new  Lexus  GS.  can  bask  in  luxuries  like  automatic      the  feedback  you'd  need. 


ackseat  Drivers 
Of  Earshot. 


The  cabin  has  been  thought-  climate  control  and  an  available 
well-designed  to  provide  each  12-disc  CD  auto-changer,  you  can 
pant  with  plenty  of  personal      focus  on  the  task  at  hand:  enjoying 


LEXUS 

The  Relentless  Pursuit  Of  Perfection. 


ir  more  information,  call  800-872-5398  (800-USA-LEXUSl.  Shown  with  optional  equipment. 
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Thomas  (Mack)  McLarty's 
casual  way  with  a  buck 
will  Fit  right  in  in  Washington. 
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What  to  do  when 
your  partners 
sleep  together? 
Older,  wiser  and 
starting  over, 
James  Shooter 
reveals  all. 
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Arkla 

By  Toni  Mack 

Finally,  some  good  news  for  Arkla's 
shareholders.  Mack  McLarty  has 
gone  to  Washington. 

The  Merger-Conversion  Game  43 

By  Matthew  Schifrin 

Want  to  buy  a  small-town  thrift  but 
don't  want  to  pay  full  book,  value? 
Here's  a  way  some  smart  banks  are 
doing  just  that. 


Eaton  Corp.  46 

By  Dyan  Machan 

It's  about  to  introduce  automatic 
transmissions  for  big  trucks.  What  will 
all  those  macho  truckers  say? 

Voyager  Communications  54 

By  Phyllis  Berman 

What  do  you  do  when  your  partner 
says  he's  sleeping  with  the  venture 
capitalist  who  backed  your  business? 

Dow  Chemical  58 

By  Seth  Lubove 

Chemicals  are  a  cyclical  business,  but 
did  this  down  cycle  have  to  be  as 
severe  as  it  is  for  Dow  Chemical? 

Up  &  Comers: 

Texace  Corp.  74 

By  R.  Lee  Sullivan 

Bob  Coleman  is  now  part  owner  of  a 
professional  basketball  team,  but  his 
money  comes  from  golf. 

Up  &  Comers: 

Research  Frontiers  76 

By  Neil  Weinberg 

Research  Frontiers  has  spent  27  years 
trying  to  develop  a  product.  Is  there 
finally  light  at  the  end  of  the  tunnel? 

Starting  Your  Own  Business: 
IntelNews  83 

By  Roula  Khalaf 

Think  starting  a  business  is  tough? 
Christine  Demkowych  has  been  kid- 
napped by  a  business  rival,  and  her  top 
employees  have  been  terrorized. 
That's  Ukraine  for  vou. 


Household  International  98 

By  Marcia  Berss 

For  a  decade  Household  Internation- 
al planned  an  orderly  transition  of 
power  in  the  executive  suite.  Then 
tragedy  intervened. 


7-Eleven  Japan  44 

By  Gale  Eisenstodt 

Ever  wondered  how  all  those  little  7- 
Eleven  stores  in  Japan  make  money? 
The  secret  is  in  their  computers. 

Italy's  Gold  Standard  92 

By  Peter  Fuhrman 

George  Soros  and  friends  have  proba 
bly  never  heard  of  Vittorio  Gori.  But 
Gori  may  have  as  much  to  do  with 
gold's  recent  surge  as  they  did. 

Foreign  Aid  94 

By  John  H.  Taylor 

Here's  one  way  to  get  international 
payments  back  into  balance:  Japanese 
investors  dropped  a  $20  billion  bun- 
dle in  California  and  Hawaii. 
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Indiana  Jones,  Meet  Bob  Smith  41 

By  Robert  Lenzner 

An  international  investor  who  sol 
craves  risk  he  thinks  Russia's  too  calm. 
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Digital  Equipment  Corp.;  ConAgra;) 
Alumax;  Enserch. 
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Dow  should  have 
paid  more  attention 
to  fashion. 
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Like  specters  at  a  feast,  a  table 
of  Japanese  gentlemen  sat  somberly. 
They  were  the  bankers. 
HH  94 
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Blaming  The  Victim 

3y  David  Frum 

[Remember  when  your  town  closed  its 
Swimming  pool  because  it  couldn't 
get  liability  insurance?  The  Supreme 
Court  is  to  decide  whether  the  cause 
Ivas  an  explosion  in  litigation — or 
Licked  insurance  companies. 

[Book  Burning  65 

By  Suzanne  Oliver 

If  the  FDA  doesn't  like  a  vitamin, 
thould  it  be  allowed  to  control  litera- 
ture about  that  vitamin? 

j  Ul  Power  To  The  Patients:  66 
[in  Interview  with  John  G. 
joodman  and  Merrill  Matthews 

liy  Janet  Novack 

|rhe  Clinton  Administration  wants  to 
Leform  the  health  care  system  by  giv- 
ing Big  Brother  more  power.  Maybe 
It  would  make  more  sense  to  give 
individuals  the  ultimate  say. 
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itutton-itis 

|y  Julie  Pitta 

l'aul  Jain  has  made  an  overnight  for- 
june  by  producing  multimedia  pe- 
ripheral products.  But  the  computer 
Industry  is  strewn  with  the  corpses  of 
[■nee -hot  peripheral  makers.  Also: 
tommentary  by  Mitchell  Kapor. 
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lurve  Grading 

n  Michael  Gianturco 

what  companies  rank  high  in  both 
jirofit  margin  and  sales  growth? 
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"The  Most  Important  Thing 

I  Have  Done"  110 

By  Steve  Kichen 

Want  to  help  a  disadvantaged  kid  get  a 
better  purchase  on  his  or  her  life? 
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The  faces  of  Public  Television.  You 
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Because  out  of  our  many  faces  you'll  find  a  voice  that 
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Your  company  wants  impressions  with 
impact — a  solid  base  to  reach  your  public  and  a  plan  that 
shows  you  know  "business  as  usual"  just  won't  cut  it 
anymore.  A  partnership  with  PBS  makes  it  happen. 

Whether  your  strategy  includes  being 
seen  in  the  company  of  those  who  influence  our  time, 
or  tackling  issues  affecting  your  bottom  line,  Public 
Television  delivers  what  no  one  else  can. 

Add  our  faces  to  your  image.  Build 
relationships  where  good  things  happen. 


Public  Television. 
Keep  us  in  mind. 


PBS 


For  more  information  contact  Jan  Wilson, 
PBS  Director  of  Corporate  Support 
703-739-5130 
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Management  strategies 

Besides  the  investment  guide  featured  on  the  cover,  this  issue 
contains  a  complete  budget  of  regular  Forbes  features:  management 
strategies;  computers/communications;  personal  affairs;  colum- 
nists; articles  on  public  and  international  affairs. 

The  biggest  proportion,  nearly  a  dozen,  are  management  studies: 
about  the  people  who  run  businesses,  how  they  cope  with  their 
problems  and  opportunities,  and  about  the  strategies  that  are 
bringing  them  success  or  failure. 

These  management/corporate  strategy  stories  deal  with  the 
whole  rich  range  of  enterprise,  U.S.  and  foreign,  giant  companies, 
smaller  ones  and  entrepreneurial  startups.  In  "Dow's  downer"  Seth 
Lubove  tells  on  page  58  how  Dow  Chemical  Chief  Executive  Frank 
Popoff  is  paying  the  price  for  earlier  overoptimism  in  his  $19  billion 
(revenues)  company.  And  here's  a  management  problem  for  you: 
What  do  you  do  in  a  multibillion-dollar  company  when  death 
suddenly  disrupts  a  well-prepared  succession  timetable?  Marcia  Berss 
tells  that  story  in  "Horse  race"  (page  98).  Turning  to  management 
in  smaller  companies,  Phyllis  Berman  recounts  the  sad  story  of  James 
Shooter  (page  54),  who  launched  a  successful  business  only  to 
lose  control  to  his  partners.  In  "The  cap's  the  thing"  Lee  Sullivan 
tells  how  an  ex-IBM  salesman  who  loved  golf  turned  his  avocation 
into  a  small  fortune,  selling,  guess  what — golf  caps,  hats  and  visors 
(page  74). 

Investment  strategies 

Our  investment  guide  is  for  grownups,  not  for 
the  inexperienced  looking  for  tips  on  how  to  get 
rich.  In  editing  these  annual  guides,  Bill  Bald- 
win keeps  one  principle  firmly  in  mind:  Preserv- 
ing your  capital  is  at  least  as  important  as 
enhancing  it.  This  is  just  another  way  of  saying: 
A  fool  and  his  money  are  soon  parted — especial- 
ly in  times  like  these,  when  making  money  looks 
easy  and  we  haven't  had  a  real  crash  in  nearly 
six  years. 

Yes,  all  times  are  uncertain,  but  an  extraordi- 
nary number  of  factors  present  this  summer 
have  investors  on  edge:  At  3500  on  the  DJI,  the  stock  market  has 
already  quadrupled  in  about  a  decade.  Inflation  looks  quiet,  but 
pressures  are  building  in  the  huge  deficits  being  run  by  governments 
all  over  the  world.  A  new  and  inexperienced  Administration  in 
Washington  seems  to  have  ambitions  out  of  all  proportion  to  its 
means  for  achieving  them.  You  can  add  your  own  worry  to  the  list, 
but  whatever  it  is,  this  guide  is  meant  to  enable  you  to  sleep  a  bit 
easier.  Its  contents  appears  on  pages  142-143. 

Brothers  and  sisters  wanted 

Steve  Kichen  writes  from  personal  experience  about  the  joys  and 
sorrows  of  acting  as  a  Big  Brother(or  Big  Sister)  to  poor  kids.  "My 
Little  Brother,"  Kichen  says,  "is  a  highly  intelligent  12-year-old  who 
is  often  in  trouble  at  home  and  at  school  for  not  playing  by  the  rules. 
If  I  can  help  one  young  man,  the  world  will  be  a  bit  better  place." 
Want  to  know  more?  Turn  to  page  110. 


( — '  Editor 
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Topping  out? 

Four  and  a  half  years  ago  FORBES 
reported  thai  most  shareholders  in 
mutual  savings  banks  that  had -con 
\  ci  ted  to  stock  companies  were  taking 
big  baths.  More  than  a  third  of  the 
350  plus  mutual  savings  banks  that 
had  converted  in  the  previous  five 
years  were  trading  below  their  initial 
offering  price  (Dec.  26,  1988). 

In  retrospect,  it  was  a  great  time  to 
be  buying.  Take  the  87  mutuals  that 
converted  to  stock  ownership  from 
year  end  1988  through  last  year.  On 
average,  their  stocks  are  up  more  than 
180%  from  their  JPO  prices,  according 
to  SNL  Securities.  During  the  same 
period,  publicly  traded  thrift  stocks 
overall  have  risen  only  15.5%. 

The  reason  for  this  disparity:  Mutu- 
als have  been  coming  public  at  a 
substantial  discount  to  the  market. 
Recent  offerings  have  been  priced  at 
55%  to  60%  of  book  value.  That's  up 
from  a  low  of  30%  to  35%  in  early 
1991  but  still  a  big  discount  from  the 
overall  industry,  which  as  a  whole 
trades  at  around  90%  of  book  value. 

The  most  attractive  Way  to  get 
stock  in  a  thrift  conversion  is  to  be- 
come a  depositor  before  the  conver- 
sion takes  place.  But  as  conversion 
investing  has  become  a  hot  topic  in 
newsletters,  seminars  and  investment 
books,  mutuals  have  made  it  increas- 
ingly difficult  for  people  living  outside 
their  market  areas  to  open  accounts. 
One  seasoned  California  conversion 
investor  says  he's  considering  leasing 
an  apartment  in  Wisconsin  in  order  to 
get  an  account  at  a  local  thrift  that 
recently  filed  a  conversion  application 
with  regulators. 

Investor  beware.  In  terms  of  stock 
market  performance,  notes  Philip  Co- 
laco,  an  analyst  with  SNL  Securities, 
"The  bad  companies  are  doing  as  well 
as  the  good  companies."  As  the  pace 
of  conversions  accelerates — there 
w  ere  46  last  year,  up  from  only  10  in 
1989 — you  can  bet  that  some  ques- 
tionable deals  are  corning  to  market. 


Soak  the  working  class 

As  chairman  and  40%  owner  of  Min- 
star, Inc.,  Minneapolis'  Irwin  lacobs 
stood  to  benefit  handsomely  from  any 
rebound  in  the  boat  business  (Apr. 
27,  1992).  But  the  10%  luxury  tax  on 
boats  priced  at  over  SI 00,000  and 


weak  consumer  confidence  have  the 
powerboat  manufacturer  drowning  in 
red  ink.  Minstar  lost  $39  million  last 
year  on  sales  of  $251  million.  That 
compares  with  a  S56  million  profit  on 
sales  of  $474  million  in  1989. 

Meant  to  punish  rich  people,  the 
luxury  tax  is  mainly  hurting  working 
people.  According  to  the  National 
Marine  Manufacturers  Association, 
the  tax  has  cost  the  industry  25,000  to 
30,000  jobs  since  it  went  into  effect  in 


January  1991 — and  has  generated 
revenues  of  just  S16  million  through 
last  September.  "It's  backfiring  be- 
yond people's  wildest  dreams,"  says 
Jacobs. 

Now  Jacobs  is  restructuring  Min- 
star. He  recently  put  in  S 1 0  million  in 
cash.  In  addition,  Jacobs  and  his 
friend  Carl  Pohlad  will  convert  to 
equity  $25  million  of  Minstar's  vari- 
able-rate notes.  And  Outboard  Ma- 
rine Corp.,  a  major  supplier  of  out- 
board engines  to  Minstar,  is  taking  a 
6%  equity  interest  in  Minstar  in  ex- 
change for  $15  million  in  cash. 

Left  outstanding  are  S48  million  of 
notes  paying  a  staggering  16.5%.  Ja- 
cobs says  he's  working  on  a  plan  to 
eliminate  that  debt,  perhaps  by  taking 
Minstar  public.  One  possibility: 
Noteholders  would  have  the  option 
to  exchange  their  paper  for  equity  on 
the  same  terms  as  Jacobs  and  Pohlad. 

Any  public  offering  would  surely 
get  a  boost  if  the  luxury  tax  is  re- 
pealed, as  it  probably  will  be  this 
summer.  Last  month  the  House  Ways 
&  Means  Committee  voted  to  drop 
the  luxury  tax  on  furs,  jewelry  and 
boats.  But  the  pols  would  keep  the  tax 
on  autos  priced  above  $30,000. 

John  Palmer  goofs  off 
(or  tries  to) 

Last  time  Forbes  visited  with  Mobile 
Telecommunications  Technologies 
Corp.'s  John  Palmer,  he  had  recently 
sold  Mtel's  paging  business  and  cellu- 
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To  get  your  corporate  discount, 
you  must  place  your  calls  from  here. 


AT&T 


Corporate 


836  000  6780  0345 

V.  BARR 


COMPANY  NAME 

International  Number 

891253  836  000  6780  3 


Auth.  Code 


50 


Get  the  SS8S  Corporate  Calling  Card  now 
and  get  up  to  one  month  free  * 

Call  1 800  448-6060.  With  the  AT&T  Corporate  Calling  Card 
your  company  can  receive  discounts  on  calling  card  calls 
made  from  just  about  anywhere  in  the  world. 

We  offer  a  variety  of  competitive  savings  plans,  so  we  can 
recommend  the  one  that's  right  for  your  business. 


And  to  save  you  time,  we  can  custom  design  your  bill 
to  suit  your  company's  needs  with  AT&T  Card  EXECU-BILL''" 
Service.  We  also  have  an  enhanced  fraud  protection  system 
which  helps  identify  unauthorized  card  use  in  real  time, 
allowing  prompt  action  to  be  taken. 

When  overseas,  your  employees  have  an  easy  way  to  call 
back  to  the  U.S.  from  more  than  170  countries  and  locations. 

Sign  up  now  for  our  SelectValue''"  Plan  and  your  company 
will  be  eligible  for  savings  of  up  to  18%.  As  a  new  customer, 
you  can  get  up  to  one  free  month  of  AT&T  Calling  Card 
charges.  See  details  below* 

Take  advantage  of  the  AT&T  Corporate  Calling  Card.  It  can 
make  a  world  of  difference  to  you.  Call  1  800  448-6060  or 
your  AT&T  Account  Executive. 

AI&T.  The  Best  in  the  Business.™ 


•Perilling  tariff  effectiveness  Discounts  apply  to  your  interstate  and  international  calling  card 
usage  New  and  other  eligible  customers  who  subscribe  to  the  SelectValue"  Plan  for  twelve 
months  will  receive  credits  in  7th  and  IMh  months  based  on  average  qualified  usage 
Maximum  credit  of  $50,000  Other  conditions  apply  Limited  time  for  free  month  offer 


AT&T 


Wbrds  like  Sacrifice  And  Long-Term 
Commitment  Belong  In  Marriage  Vow 
Not  Lease  Agreements. 


IT  HAS  OFTEN  BEEN  SAID  that  compromise  is 
the  kev  to  a  successful  relationship.  Not  so  with 
Lincoln's  Two- Year  Luxury  Lease.  Because  now  you  caj 
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one  of  the  world's  most  uncompromising  luxury 
s  for  a  surprisingly  affordable  price. 

Lincoln  Continental  features  elegant  styling, 
leather  trim  interior  and  a  generous  array  of 
y  appointments.  Standard  dual  air  bags*  and 
wheel  disc  anti-lock  brakes  further  enhance  your 
lg  comfort  and  safety. 

But  there's  more  to  this  relationship  than 


just  physical  comforts. 
A  self-leveling,  computer- 
managed  suspension  sys- 
tem and  speed-sensitive, 
variable-assist  power 
steering  are  but  two  exam- 
ples of  Continental's 
sophisticated  engineering. 

The  Two-Year 
Luxury  Lease  also 
includes  the  Lincoln 
Commitment  which  pro- 
vides you  with  24-hour 
roadside  assistance  and  a 
loaner  car  at  no  extra 
charge."  Plus,  you'll  get 
the  protection  of  our 
bumper-to-bumper  limited  warranty."* 

For  further  information  about  the  Two-Year 
Luxury  Lease,  call  1  800  446-8888  or  visit  a 
Lincoln  dealer  near  you.  It  could  be  the  beginning  of  a 
beautiful  relationship. 
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LINCOLN  CONTINENTAL 

What     A     Luxury     Car     Should  Be 


lairs  only.  See  your  dealer  for  details.  '"See  your  dealer  for  a  copy  of  this  limited  warranty. 
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the  world. 
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lar  telephone  licenses  to  BellSouth 
Corp.  for  $710  million  worth  of  Bell- 
South stock  (Aiijj.  29,  1989).  That 
stock  has  since  generated  more  than 
$195  million  in  dividends  and  is  cur- 
rently worth  almost  $900  million. 
But  better  than  that,  Palmer  and  his 
shareholders  held  on  to  a  handful  of 
small  telecommunications- related 
businesses,  including  a  90%  stake  in  a 
license  to  run  a  nationwide  paging 


Mtel  Corp. 
Chairman 
John  Palmer 
A  third  wireless 
fortune  in  the 
making. 


service  now  called  SkvTel. 

At  the  time,  SkyTel'had  just  30,000 
subscribers.  But  Forbks  thought  the 
business  had  great  potential,  and  w  e 
were  not  wrong.  SkyTel  now  has 
220,000  subscribers,  and  its  parent 
company,  Mtel  Corp.,  has  seen  reve- 
nues jump  from  $37  million  in  1989 
to  $1 13  million  last  year.  Mtel's  mar- 
ket value  has  tripled  since  the  Bell- 
South deal,  to  a  recent  $860  million. 

What's  next?  In  July  1992  the  Fed- 
eral Communications  Commission 
awarded  Mtel  a  nationwide  license  to 
operate  a  two-way  messaging  sys- 
tem— the  first  of  the  new  wave  of 
persona!  communications  systems  li- 
censes to  be  given  out.  With  a  w  ireless  j 
modem  connected  to  a  laptop  or 
hand- held  computer,  subscribers  will 
be  able  to  send  and  receive  brief  E- 
mail  messages.  The  system  will  likely 
cost  $150  million  to  start  up.  Palmer 
says  deals  with  equity  partners  to  raise 
cash  are  in  the  works.  He  expects  the 
system  to  be  up  and  running  by  1995. 

Palmer,  58,  originally  put  up 
$20,000  and  now  owns  about  $54 
million  worth  of  Mtel  stock  and  op- 
tions, as  well  as  $20  million  worth  or 
BellSouth  stock.  He  owns  a  rambling 
colonial  house  in  Jackson  and  a  fancy: 
tow  n  house  in  Washington's  George- 
town section.  He  says  he's  struggling 
to  relax  a  little  but  hasn't  had  much 
luck.  "I  tend  to  think  that  goofin'  oft 
comes  natural,"  he  drawls,  "but  it 
doesn't.  You  have  to  work  at  goofin' 
off."  -Fleming  Meeks  I 


Forbes  ■  June  21,  1993 


Rockwell  cuts  costs 

for  NASA's  frequent  flyers 

by  more  than  20  percent. 


Continuous  Process 
Improvement  saves  millions 
on  Space  Shuttle  operations 
and  main  engines. 


Whether  it's  helping  NASA 
prepare  the  Rockwell-built  Space 
Shuttle  for  flight,  or  producing  its 
main  engines,  it  takes  innovative 
management  to  reduce  costs  while 
maintaining  quality.  From  factory 
to  launch  pad,  Rockwell  gives  NASA 
more  for  its  money  through 
Continuous  Process  Improvement. 

A  restless  dissatisfaction  with  the 
status  quo  drives  Rockwell  people 
to  seek  better  ways  to  help  all  their 
customers  succeed.  Whether  it's 


cutting  an  avionics  production  cycle 
by  68  percent.  Giving  commercial 
printers  a  pinless  folding  system 
that  reduces  paper  waste.  Or  em- 
ploying simultaneous  engineering 
to  produce  a  complex  truck-hood 
assembly  in  half  the  time. 

Rockwell  continuously  seeks 
better  ways  to  perform  for  its 
customers.  Boosting  our  leader- 
ship in  the  Electronics,  Aerospace, 
Automotive  and  Graphics  markets 
we  serve. 


Rockwell  International 


ELECTRONICS  /  AEROSPACE  /  AUTOMOTIVE  /  GRAPHICS 


EDITED  DY  THOMAS  JAFFE 


A  Funny  Girl's  serious  mag 

Hollywood's  Barbra  Streisand  can 
sing,  act,  direct  and  produce.  But  can 
she  sell  magazines?  A  page  one  profile 
of  the  performer  in  the  Wall  Street 
Journal  last  month  noted  that  liberal 
historian  Arthur  Schlesinger  Jr.  was 
Streisand's  recent  dinner  companion. 
"He  turned  me  on  to  The  Economist" 
Streisand  told  the  Journal,  "so  now 
I'm  reading  that." 

Has  the  singer's  unsolicited  praise 
helped  the  British  weekly's  circula- 
tion? Humphry  Rolleston,  The  Econo- 
mist's New  York-based  director  of 
research  and  promotion,  had  noticed 


Barbra  Streisand 


Boosting  The  Economist's  circulation? 

the  Journal  piece  but  wasn't  sure 
what  the  fallout  might  be.  "I  think  it's 
too  early  to  say,"  said  Rolleston. 
"We're  all  very  interested  to  see  what 
happens."        -Suzanne  Jennings 

Homeless  in  Beverly  Hills 

Greedy  Thomas  Spiegel,  the  former 
chief  executive  of  Beverly  Hills'  Co- 
lumbia Savings  &  Loan,  was  once  the 
country's  highest-paid  S&L  executive. 
Between  1985  and  1987,  Spiegel 
made  $19  million  in  salary,  bonuses 
and  retirement  compensation.  But 
then  the  thrift  failed.  Today  Spiegel 
faces  numerous  criminal  counts  relat- 
ing to  his  alleged  squandering  of  Co- 
lumbia's assets  before  it  was  seized  by 
regulators  in  early  1991. 

Now  Spiegel  is  losing  his  home.  In 
April,  after  he  missed  several  mort- 
gage payments,  the  Resolution  Trust 
Corp.  foreclosed  on  his  9,300- 
square-foot  Beverly  Hills  mansion. 
(The  government  got  Spiegel's  mort- 
gage when  it  seized  the  thrift;  he  still 
owed  $4.3  million  when  he  left  in 


Tom  Spiegel's  Beverly  Hills  mansion 
Vacate,  says  the  government. 


1989.)  At  the  foreclosure  auction,  the 
RTC  bought  the  property  for  $3.1 
million,  then  told  Spiegel  to  vacate 
the  premises.  Seems  the  government 
wants  Spiegel  out  so  it  can  sell  the 
place.  -John  H.  Taylor 

Golf  resort,  anyone? 

Speaking  of  the  rtc,  on  July  14  it  will 
auction  off"  six  of  the  country  's  most 
spectacular  golf  resorts.  These  include 
PGA  West,  Mission  Hills  and  La 
Quinta,  all  in  the  Palm  Springs,  Calif 
area,  and  South  Carolina's  Kiawah 
Island,  which  hosted  the  1991  Ryder 
Cup  competition  between  golfers 
from  the  U.S.  and  Europe.  The  other 
two  resorts  are  Carmel  Valley  Ranch 
in  Carmel,  Calif,  and  Palm  Beach 
Polo  &  Country  Club  in  West  Palm 


Kiawah  Island 

From  Ryder  Cup  to  auction  block. 


Beach,  Ha. 

The  government  became  conserva- 
tor of  the  properties  last  year  as  a 
result  of  its  1991  seizure  of  New 
Orleans- based  Oak  Tree  Savings,  an 
insolvent  thrift  that  had  financed  the 
golf  resorts  (Forbes,  Feb.  5,  1990). 

Inquiries  have  flooded  in.  Some 
potential  bidders  arc  interested  in 
buying  just  one  resort;  others  are 
interested  in  bidding  on  several  or  all 
six.  Although  the  properties  have  a 
total  book  value  of  $739  million,  the 
rtc:  would  be  happy  to  get  $400 
million  for  them. 

What  a  difference  a  few  years  can 
make.  As  recently  as  1989-90,  the  RTC 
might  have  unloaded  these  resorts  at 
close  to  book  value  to  Japanese  inves- 
tors, who  back  then  paid  big  bucks  for 
trophy  U.S.  golf  resorts  such  as  Peb- 
ble Beach  and  Riviera  Country  Club 
(see story,  p.  94).  But  Japan's  slumping 
economy  has  taken  them  out  of  the 
market.  These  days  the  government 
must  offer  incentives  in  order  to  make 
the  sale.  The  rtc  will  finance  up  to 
75%  of  the  purchase  price  of  any 
property  with  a  low-interest,  nonre- 
course loan.  -J.H.T. 

Chicago's  blank  screens 

Tele-Communications  Inc.,  the 
$3.8  billion  (sales)  cable  giant  that 
operates  Chicago  Cable  TV,  recently 
earned  a  big  raspberry  from  1,500 
viewers  on  that  city's  South  Side.  On 
May  20  these  South  Siders  joined 
millions  of  other  Americans  to  watch 
the  last  episode  of  the  hit  NBC  comedy 
series  Cheers,  which  was  ending  its  11- 
year  network  run. 

Alas,  during  the  broadcast  Chicago 
Cable  needed  to  replace  some  faulty 
wiring.  For  subscribers  on  the  South 
Side  living  in  buildings  equipped  with 
conventional  antennas,  no  prob- 
lem— when  cable  service  went  down 
they  could  simply  unplug  their  cable 
and  receive  Cheers  over  the  air.  But 
the  unlucky  1,500  live  in  buildings 
totally  dependent  on  cable  for  TV 
reception.  They  lost  all  service  for  the 
last  45  minutes  of  the  show. 

Luckily  for  these  folks,  NBC  decided 
to  rebroadcast  the  final  Cheers  episode 
on  Sunday,  May  23.  But  lightning 
struck  again.  Less  than  an  hour  before 
the  show  was  to  air,  Chicago  Cable 
suffered  a  flood  in  an  underground 
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wiring  vault.  Once  more  screens  went 
blank,  this  time  for  four  hours. 

-Christopher  Chiang 

Sweetheart  deal.5 

John  Moores,  founder  of  Sugar 
Land,  Tex. -based  bmc  Software  Inc., 
has  been  a  fan  of  the  nba's  Houston 
Rockets  since  the  early  1970s.  Now 
48,  retired  from  BMC  and  worth  $415 
million,  Moores  thought  he  had  won 
the  team -with  a  $76  million  bid  last 
fall.  This  would  have  been  a  hand- 
some return  for  the  Rockets1  owners, 
a  group  led  by  Houston  car  dealer 


I  Houston  Rockets  fan  John  Moores 
Was  he  fouled  bidding  for  the  team? 

Charles  Thomas.  The  group  paid 
$9.8  million  for  the  team  in  1982. 

But  on  May  1  Thomas  announced 
the  team  had  been  sold  to  Florida 
businessman  Les  Alexander,  a  wealthy 
former  bond  trader.  Reported  price: 
i,$81  million. 

"We  thought  it  was  a  done  deal," 
Lsays  a  stunned  Moores.  So  he  has 
jgone  to  court  to  try  to  block  the  sale 
to  Alexander.  Some  of  the  Rockets' 
1 17  limited  partners  claim  they  have 
not  consented  to  the  sale  and  have  the 
(right  to  match  Alexander's  offer. 
Moores  would  back  them. 

Meantime,  Alexander  has  upped 
I  his  bid  to  $85  million — a  convenient 
number.  The  partnership  agreement 
pays  if  Thomas  gets  $85  million  or 
imore,  he  doesn't  need  the  limited 
partners'  approval.  The  agreement 
jalso  grants  Thomas  a  10%  commis- 
sion, payable  from  the  gross  proceeds, 
[on  any  sale  that  reaches  that  sum. 
jMoores  claims  Thomas'  original  deal 
Ivith  Alexander  gave  Thomas  a  $3 
Inillion  consulting  contract. 

Thomas  declined  to  speak  with 
iForbes.  The  judge  is  to  deliver  his  de- 
cision in  June.  -R.  Lee  Sullivan  ma 
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We  Change  Our  views 
FDur  times  A  Year 


"We  Didn't  Invent  Service,  We  Perfected  It." 


800  221-4982 

Or  call  your  travel  professional. 

36  Central  Park  South,  new  York,  NY  10019  212-371-4000 

a  member  oi  ThtfJeadinffHotels  of  th&Worid® 

Helmsky  Hotels  in  New  York:  The  New  York  Helmsley,  The  Helmsley  Middletowne, 
The  Helmsley  Windsor,  The  Helmsley  Carlton  House. 


It  collects  your 
thoughts.  It 
takes  your  notes 
and  memos. 
Yet  the  unique 
Olympus  1400 
Microcassette'" 


N    eve  r 


Call  1-800-221-3000.  ext.  51  for  our  tree  taping  tips  brochure  Or  write  Olympus  C 


ays  Park.  Woodbury.  NY  11797-2087 


The 

Gabelli 

Asset 

Fund 


The  Gabelli  Asset  Fund  is  a  Mutual  Fund 
seeking  long-term  growth  of  capital  It  employs 
an  asset  value  approach-a  fundamental  invest- 
ment philosophy-investing  in  companies  selling 
below  their  private  market  value. 


Average  Annual  Returns  Through  3/31/93{a) 


One  Year  +15.0% 
Five  Year  +14.6% 
Life  of  Fund  *  +16.6% 
'From  Inception  March  3,  1986 


$1,000  Minimum  Initial  Investment 

— AsK  aboul  our  monthly  automatic  Investment  plan- 


IRAs 

Available 


For  a  prospectus,  please  call- 

1-800-GABELLI 

1-800-422-3554 
Gabelli  &  Company,  Inc. 

One  Corporate  Center  •  Rye,  NY  10580-1435 

(a)  Average  Annual  Returns  reflect  changes  in  share  price,  reinvested 
dividends  and  capital  gams  and  are  net  of  expenses.  Investment  results 
and  the  principal  value  of  an  investment  will  vary  The  past  perform- 
ance noted  above  does  not  guarantee  future  results.  When  shares  are 
redeemed,  they  may  be  worth  more  or  less  than  their  original  cost. 
The  prospectus  contains  more  complete  information,  including  fees 
and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 


Smart 
people  buy 

Low-Load  Life. 


People  who  know  value  and  rely 
on  facts,  choose  life  insurance  from 
the  Ameritas  Low-Load  Series. 

•  NO  Sales  Loads 

•  NO  Surrender  Charges 

•  Full  Cost  Disclosure 

•  Direct-to-Consumer  Service 

The  Wall  Street  Journal,  U.S.News, 
Barron's  and  others  say  it's  important 
to  know  about  Low-Load  Universal 
Life  from  Ameritas  Life,  a  1 06-year- 
old,  top-rated  mutual  company.  Call 
today  for  your  free  personal  proposal. 

1-800-552-3553 


VERITAS 


A  direct-to-consumer  service 
of  Ameritas  Life  Insurance  Corp. 

Ndtddki 
NY,  ME,  DC 


F30621 


Mall 
maladies 


Sir:  Re  "The  fall  of  the  mall"  (May 
24).  We  haven't  got  the  shop-by-mail 
and  shop-by  phone  system  down  pat. 
Since  there  are  no  perfect  products, 
there  must  be  some  provision  to  re- 
spond to  product  failure  promptly. 
-Walter  M.  Buescher 
Pip/eon  Forge,  'Venn. 

Sir:  As  you  point  out,  much  of  the 
industry  clings  to  what  I  call  an  "all  is 
well  and  getting  better'1  mind-set, 
despite  the  evidence.  The  fate  of  most 
retailers  is  not  determined  by  uncon- 
trollable variables  but  by  the  vision 
and  competence  of  its  leaders. 
-FRANCESCA  Tt'RCHIANO 

New  York,  N.  T. 

Sir:  The  American  consumer  places 
no  value  on  the  convenience,  service 
and  the  investment  in  local  communi- 
ty that  small  businesses  have  provided 
for  hundreds  of  years.  To  save  a  buck 
at  a  megamart  or  800  number,  con- 
sumers will  spend  at  least  three  times 
more  in  lost  jobs,  lost  tax  revenue, 
declining  real  estate  values,  etc.  We 
are  all  paying  dearly  to  save  a  buck. 
-Chet  Clark 
Middleboro,  Mass. 

Left  at  Albuquerque 

Sir:  Re  "A  great  place  to  visit, 
but  .  .  ."  (May  24).  I  attended  Del 
Norte  High  School  in  Albuquerque, 
and  I  thought  I  had  done  fairly  well, 
but,  now  that  I  am  going  to  a  major 
university,  I  have  found  that  my  edu- 
cation from  New  Mexico  is  virtually 
useless.  I  have  chosen  to  stay  in  Ohio 
not  only  because  New  Mexico  is  a 
terrible  place  to  do  business  but  also  a 
terrible  (Mace  for  everything  else. 
-Clinton  Boggess 
Oxford,  Ohio 

Sir:  Moody's  bond  ratings  for  New 
Mexico,  Albuquerque  and  Gallup 
are  Aa,  Aa,  and  A,  respectively.  New 


Mexico  will  have  a  $70  million  sur- 
plus by  lime  30.  Gallup  and  McKin- 
ley  County  typically  pass  school  lev- 
ies at  80%  and  90%. 
—John  K.  Zollinger 
Chairman 

|  The  Gallup  Independent 

|  Gallup,  N.M. 

c 

Headed  south 

Sir:  If  America  accepts  a  Canadian- 
type  health  care  program  ("Our  sys- 
tem is  just  overwhelmed,"  May  24), 
where  do  we  go  for  our  health  care? 
Mexico? 

-John  MONTGOMERY 
Meriden,  Conn. 

Careless 

Sir:  If  simply  changing  the  tax  code 
would  do  the  job  (Fact  and  Com- 
ment, Apr.  26),  then  every  motorist 
would  have  a  complete  and  compre- 
hensive package  of  liability,  collision 
and  medical  payments  insurance,  but 
they  don't.  Instead,  given  no  outside 
pressure,  a  large  number  of  motorists 
elect  to  take  the  biggest  deductible  of 
all,  i.e.,  to  go  uninsured. 

The  same  thing  would  happen  to 
health  care. 

-Kenneth  S.  Obenski 
Solatia  Beach,  Calif. 

VAT  plus 

Sir:  Re  "Oh!  Vat  a  mess  it  will  be" 
(What's  Ahead  For  Business,  May 
10).  In  most  European  countries 
the  VAT  represents  the  total  tax  on 
goods  and  services.  But  in  the  U.S. 
any  proposed  VAT  would  be  added 
to  the  existing  conglomeration  of 
local/state  sales  and  nuisance  taxes 
now  levied  on  consumer  purchases. 
For  example,  New  York's  extortion- 
ary 21.25%  hotel  room  tax  already 
exceeds  Europe's  standard  VAT. 
-Andrew  Harper 
Editor  and  Publisher 
1  lideaway  Report 
Sun  Valley,  Idaho 


Changing  times 

Sir:  Robert  Weissberg's  column, 
"The  Gypsy  Scholars"  (May  10),  is 
scary  and  points  out  what  is  happen- 
ing in  this  country  as  the  result  of  a 
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double  standard  pertaining  to  rights 
and  discrimination.  The  backlash  may 
turn  out  to  be  very  harmful. 
-Charles  M.  Denham 
i  Benicia,  Calif. 

Sir:  Perhaps  what  Weissbcrg  is  really 
i  lamenting  is  that  after  so  many  years 
j  of  privilege  and  power  in  the  universi- 
ty, aging  white  men  no  longer  have 
I  uncontested  authority  to  define  what 
|  constitutes  scholarship  or  to  bestow 
|  jobs  on  those  young  white  men  whom 
[they  deem  qualified. 
f-LiSE  McKean 
I  Elm  burst,  III. 

Charity,  limited 

iSir:  When  taxpayers  donate  used 
|  goods  to  bona  fide  charities,  such  as 
Goodwill  Industries  or  the  Salvation 
jArmy,  all  the  receipts  are  used  to 
Isupport  charitable  missions,  and  do- 
nors are  permitted  to  take  a  tax 
[deduction  based  on  the  fair  market 
lvalue  of  the  donation  ( "Second- 
hand chic,"  Apr.  26).  With  the 
(Ellisons'  operations,  if  only  5%  to 
Il5%  of  the  value  of  the  contribution 
{benefits  a  charity,  what  is  the  proper 
tax  deduction? 
I-Ivey  Jackson 
{Birmingham,  Ala. 

What  worms.5 

Sir:  Re  your  Apr.  12  article  ("Worms 
in  the  apple")  on  G.T.  Global  Finan- 
cial Services.  U.S.  mutual  fund  orga- 
nizations may  buy  shares  in  offshore 
[funds  managed  by  a  common  invest- 
jment  adviser  without  specific  SEC  per- 
mission. Moreover,  the  Brazil  Fund 
i paid  no  management  fee.  Investors 
did  not  pay  double  manage  - 
jment  fees. 

The  management  fee  schedule  of 
[the  G.T.  Europe  Growth  Fund  has 
jnot  changed  since  1989.  This  sched- 
ule has  been  reviewed  annually  by  the 
'fund's  board  of  trustees. 

The  Europe  Growth  Fund's  hold 
lings  have  never  exceeded  authorized 
levels.  Brokerage  fees  for  cross-trades 
jare  prohibited.  We  have  always  com- 
plied with  this  rule. 
-David  A.  Minella 
\  President 

fG.T.  Global  Financial  Services 
\San  Francisco,  Calif. 


Your  business  is 
Your  Business.  Service, 
However,  Is  Ours 


"We  Didn't  Invent  Service,  We  Perfected  It." 
THE  NEW  YORK  ^ 


HOTEL 


800  221-4982 

Or  call  your  travel  professional. 

212  East  42nd  Street,  new  York,  NY  10017  212-490-8900 

Helmsley  Hotels  in  New  York:  The  Helmsley  Park  Lane,  The  Helmsley  Middletowne, 
The  Helmsley  Windsor,  The  Helmsley  Carlton  House. 


Details. 


Attention  to  them  sets  apart  the  finest  homes. 
And  the  finest  real  estate  agents. 


©1993  The  Prudential  Real  Estate  Affiliates.  Inc .'  ThePrudential  and  Wty 

are  registered  service  marks  of  The  Prudential  Insurance  Company  ot  America. 
Equal  Housing  Opportunity  tsf  Each  Company  Independently  Owned  and  Operated 


ThePrudential  (|j 

Real  Estate  Affiliates" 
Rock  solid  in  real  estate." 
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A  luxury  sedan  so  unique, 
its  capable  of  thought. 


The  Mazda  929 


Now  there's  a  luxury  sedan  computer,  an  automotive  first.  Turn  on  the  wind- 


that  thinks  like  a  human.  By  using  the  same  kind  shield  wipers  when  it  rains,  and  the  climate  control 

of  processes  that  let  you  make  choices  and  solve         knows  to  automatically  turn  on  just  enough  air 


puzzles,  the  Mazda  929  can  conditioning  to  dehumidify  the  interior.  Or  park 

anticipate  many  things  you  in  the  sunlight,  and  an  available  solar-powered  ven- 

want  to  do.  And  then  do  them         tilation  system  knows  to  activate  fans  to  help  cool 


for  you.  *©<  Drive  up  a  steep  hill,  for 


instance,  and  you'll  find  that  the  929 


the  cabin.     So  while  you'll  certainly 


appreciate  the  929's  V6  power,  its  sculpted 


cruise  control  maintains  a  steady  speed         ^  are  standard  for  both      shape,  and  luxuries  such  as  the  avail- 
driver  and  front  passenger. 
Also  standard  is  a  computer- 

without  annoying  and  unwanted  shifts—    controlled  Anti-lock  Brake        able  leather  trim,*  what  you  may  like 

System  to  help  you  keep  con- 
trol during  hard  braking.  And 

thanks  to  its  advanced  "fuzzy  logic"        that's  a  comforting  thought.        most  is  the  way  this  car  thinks. 


Standard  features  include  a  Preferred  Maintenance  Plan,  covering  deductible,  "bumper-to-bumper"  limited  warranty.  For  details  on 

all  scheduled  maintenance  for  15  months  or  15,000  miles.  24-hour  these  plans  see  your  dealer.  For  a  free  brochure  on  the  929  or  any 
Roadside  Assistance  Program.  And  a  36-month/50,000-mile,  no-         new  Mazda,  call  1-800-639-1000. 

*>tjts  upholstered  in  leather  except  for  back  side  of  front  seats,  bottom  cushion  side  panels,  and  other  minor  areas  ©  1992  Mazda  Motor  of  America,  Inc. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


THE  ANTI-REAGAN 

Much  is  being  made  of  the  incoherence  in  the  Clinton 
Administration.  The  President's  operating  style  may  be 
undisciplined,  but  his  policies  are  sharply  focused.  Their 
common  thread:  Undo  everything  Ronald  Reagan  did 
in  the  1980s. 

Biliary  believe  passionately  in  the  goodness  of  govern- 
ment. The  State  is  almost  a  religion.  The  confusion 
comes  from  Clinton's  rhetoric,  which  often  uses  conser- 
vative language — investment,  personal  responsibility, 
deficit  reduction,  fighting  crime — to 
mask  statist  policies. 

Reagan  wanted  to  curb  govern- 
ment power.  Clinton  wants  to  ex- 
pand it.  (Hillary's  health  care  reforms 
will  begin  the  nationalization  of  14% 
of  the  economy,  the  most  expansive 
government  power  grab  in  30  years.) 

Reagan  reduced  income  tax  rates 
for  all.  Clinton  would  increase  the 
tax  burden  on  almost  everyone. 
Reagan  indexed  income  taxes  for 
inflation.  Clinton  wants  to  remove 
indexing  for  high-income  earners. 
Reagan  curbed  regulation.  Clinton  proposes  to  increase 
it.  Reagan  fired  air- traffic  controllers  who  broke  the 
law.  Clinton  offers  to  rehire  them. 

Republicans  celebrate  family  values.  Clinton  ap- 
pointees openly  advocate  "alternative  lifestyles."  Rea- 


Clinton's  cordiality  to  Ronald  Reagan  after 
the  election  did  not  extend  to  RR's  policies 


ernment  to  subsidize  it. 

Reagan  had  a  coherent,  activist  foreign  policy.  Clin- 
ton's morally  indefensible  ditherings  on  the  Bosnian 
holocaust  are  a  stark  contrast. 

Reagan  built  up  the  military.  Clinton's  policies  would 
emasculate  it.  Reagan  wanted  a  sweeping  missile  de- 
fense system.  Clinton's  defense  secretary  is  sharply 
narrowing  Star  Wars'  focus.  (North  Korea,  Iraq  and 
Iran  are  rubbing  their  hands  in  glee.) 

The  differences  extend  to  style. 
Reagan  determined  policy  and  relied 
on  aides  to  implement  it.  Clinton 
bathes  himself  in  minutiae.  While 
Reagan  had  a  firm  agenda,  his  rheto- 
ric was  uplifting,  focusing  on  the  vir- 
tues and  values  he  felt  made  America 
great.  Clinton's  speeches  are  often 
sharp-edged,  slamming  alleged  ene- 
mies of  "the  public  good" — rich 
people,  pharmaceutical  companies, 
doctors,  insurers,  Republicans,  the 
oil  industry,  the  lapanese,  the  Euro- 
peans, the  media. 
After  the  Marine  tragedy  in  Lebanon,  Reagan  took  full 
responsibility  instead  of  blasting  local  commanders  who 
didn't  adequately  secure  their  base.  President  Clinton 
had  to  be  shamed  into  accepting  responsibility  for  the 
Waco  burnout.  And  his  "don't-blame-me"  attitude  was 


gan  opposed  abortion.  Clinton  wants  the  federal  gov-     evident  with  the  White  House  travel  office  fiasco. 

LET'S  HOPE  PRESIDENT  CLINTON  LEARNS  THE  RIGHT  LESSONS 


from  his  recent  bruisings  the  way  John  Kennedy  did  from 
his  early  falterings.  Fighting  the  Reaganesque  past  is  no 
way  to  achieve  a  successful  presidency.  Clinton  should 
take  a  cue  from  such  political  masters  as  Franklin  Roose- 
velt and  Benjamin  Disraeli,  who  would  often  steal  their 
opponents'  planks  and  adopt  them  as  their  own. 

The  last  30  years  show  conclusively  that  higher  taxes 
won't  energize  the  economy.  Yet  without  a  vibrant  econ- 
omy, Clinton  is  doomed.  The  high  capital  gains  tax 
blocks  the  flow  of  money  from  old  investments  to  new 
ones.  So  why  not  cobble  together  an  irresistible  package: 
Ease  the  capital  gains  levy  either  by  cutting  the  rate  or  by 
indexing  it  for  inflation,  or  both,  and  combine  that  with 
Senator  Moynihan's  old  proposal  to  reduce  the  Social 


Security  payroll  tax.  Political  pedigree  would  be  no  prob- 
lem— Moynihan  is  a  Democrat,  and  Clinton  hero  John 
Kennedy  proposed  lowering  the  capital  gains  tax. 

These  measures  would  stimulate  the  economy.  Reve- 
nues would  grow.  The  deficit  would  shrink.  Clinton 
wouldn't  have  to  cut  or  cap  cherished  social  programs,  and 
Republicans  would  lose  their  most  potent  issue — taxes. 

Since  the  President  has  already  been  accused  of  being 
inconsistent,  he  could  suffer  no  political  damage.  In  fact, 
the  resulting  boom  would  give  him  political  Teflon.  People 
are  much  more  forgiving  of  haircut-like  gaffes  if  their 
paychecks  are  growing  and  new  jobs  are  being  created. 

How  does  Clinton  think  Reagan  survived  the  poten- 
tially office-removing  Iran-contra  scandal? 
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THERE'S  NO  RIGHT  STYLE 


President  Clinton's  woes  come  not  from  the  way  he 
runs  the  White  House  but  from  people's  perceptions  of 
his  policies.  Voters  instinctively  understand  that  high 
taxes  will  hurt  the  economy,  not  help  it,  and  that  the 
proposed  spending  cuts  are  more  apparent  than  real. 
Americans  generally  take  a  live-and-let-live  attitude  to- 
ward so-called  lifestyle  issues.  But   

they  don't  approve  of  policies  that 
treat  these  alternatives  as  the  moral 
equivalent  of  their  own  values. 

Presidents'  methods  of  manage- 
ment are  almost  as  diverse  as  their 
personalities. 

Few  of  our  nation's  chief  execu- 
tives could  match  Herbert  Hoover's 
executive  competence,  intellect  or 
energy.  With  a  handful  of  assistants, 
he  put  together  a  series  of  relief  oper- 
ations that  saved  millions  of  lives  dur- 
ing and  after  World  War  I.  He  translated  from  Latin  into 
English  a  long,  complicated  treatise  about  the  principles 
of  mining  and  metallurgy  written  several  centuries  before. 
Yet  his  presidency  was  a  catastrophic  failure.  Poor  judg- 
ment (high  tariffs  and  taxes)  did  him  in. 

Franklin  Roosevelt's  managerial  style  was  the  antithesis 


Hoover  and  FOR:  The  enmity  was  intense. 


ol  Hoover's.  He  often  put  off  making  decisions.  He  didn't 
respect  lines  of  authority.  He  would  deliberately  give 
different  aides  and  administrators  similar  assignments.  He 
incessantly  played  members  of  his  official  family  against 
each  other.  Internal  battles  were  constant  and  bitter.  FDR 
was  devious.  He  learned  to  cope  with  his  loving  though 

  domineering  mother  by  never  being 

confrontational,  using  indirect  meth- 
ods to  get  his  way.  He  carried  that 
trait  into  government.  You  rarely 
learned  where  you  stood  by  having  a 
face-to-face  meeting;  the  President 
was  usually  congenial  and  unspecific. 
In  12  years,  he  directly  fired  only  one 
official. 

FDR's  successor,  Harry  Truman, 
thought  this  was  utterly  inefficient 
and  chaotic  and  made  a  point  of 
making  quick  decisions. 
But  most  political  scientists  have  concluded  that  there 
was  a  method  in  FDR's  seeming  madness.  The  chaos 
enabled  him  to  prevent  anyone  from  accumulating  too 
much  power  or  from  blocking  him  from  information.  He 
was  incontestably  the  master  of  his  government  and  the 
dominant  figure  of  20th-century  American  politics. 


HIGH-TECH  HERO 

The  popular  press  is  full  of  stories  about  the  new  ing  a  crash  program  to  catch  up  to  and  overtake  Tokyo., 
communications/entertainment  age  that  digital  tech-        The  FCC  was  charged  with  setting  America's  HDTV 


nology  is  ushering  in.  This  extraordinary  transforma 
tion,  which  will  obliterate  traditional  differ- 
ences among  TV,  telephones  and  comput- 
ers, would  have  been  seriously  retarded  but 
for  the  farsightedness  of  Alfred  Sikes. 

In  1989,  when  Sikes  became  chairman  of 
the  Federal  Communications  Commission, 
Washington  and  the  nation  were  hysterical 
over  Japan's  having  supposedly  stolen  the 
future  by  developing  high-definition  TV.  The 
Japanese  had  sunk  some  $2  billion  into  per- 
fecting this  technology.  Members  of  the  new- 
ly arrived  Bush  Administration  were  consider- 


standards. 


Farsighted  Sikes. 


Sikes  quickly  grasped  that  the  advances  up  tc 
that  time  were  based  on  analog,  not  digital, 
technology.  Analog  is  to  digital  what  an  ox- 
drawn  cart  is  to  a  Formula  One  racing  car. 

The  FCC  stunned  almost  everyone  by 
opting  for  a  digital  rather  than  an  analog 
system.  The  commission  did  this  because  o 
the  pioneering  work  by  General  Instrument 
which  came  up  with  the  critical  break 
through.  GI's  investment,  a  small  fraction  o 
Japan's  $2  billion  bet,  obsoleted  the  analog 
competition  and  spared  the  U.S.  yet  anothe: 
government  folly. 


DINOSAUR  THINKING 


Jurassic  Park — by  Michael  Crichton  (Ballantine  Books, 
$6.99).  If  the  movie  is  as  good  a  "see"  as  the  book  is  a  read, 
it  should  be  a  box  office  smash  of  tyrannosauric 
proportions.  The  book  is  also  a  superb  scientific 
seminar.  Crichton  means  the  story  to  be  cau- 
tionary with  regard  to  the  perils  of  unrestrained 
commercial  development  of  biotechnology.  He 
is  aghast  that  the  government  isn't  doing  more 
to  supervise  this  area  and  that  scientists  want  to 
make  money  from  their  inventions. 

There  is  no  need  to  take  this  sophomoric 
snobbery  seriously.  Government  regulators  are 
already  heavily  involved.  More  meddling  will 
retard  progress.  The  lure  of  commerce  quick- 
ens the  pace  of  research  and  development.  Take,  for 
example,  long-distance  fiber  optics.  AT&T  didn't  plan  to 


make  the  full  conversion  from  copper  wire  to  fiber  optic 
until  sometime  after  the  turn  of  the  century.  MCI  anc 
United  Telecom  (now  Sprint)  bet  their  exis 
fences  on  putting  fiber  in  immediately.  AT&T 
was  forced  to  respond  in  kind.  This  combina 
tion  of  risk-taking-cum-competition  gave  us  ai 
enormous  technological  advance  20  year 
sooner  than  would  have  occurred  otherwise.  I 
also  vaulted  us  past  the  Japanese. 
Excerpt:  Spit.  TIjc  dinosaur  had  spit  in  bis  eye. 
He  was  blind.  The  dinosaur  was  close  now,  h 
could  feel  it  coming  close.  He  stretched  out  h\ 
hands,  waving  them  wildly  in  the  air  to  ward  oj 
the  attack  he  knew  was  coming.  And  then  they 
was  a  new,  searing  pain,  like  a  fiery  knife  in  his  belly.  77i 
dinosaur  had  torn  him  open. 


24 


Forbes  ■  June  21,  199 


ie  Bombay  Sapphire  Martini.  As  Celebrated  by  Milton  Gu 

POUR  SOMETHING  PRICELES  S. 

Bombay*  Sapphire™  Gin.  47%  alc/vol  (94  Proof)  100%  neutral  spirits.  C1992  Carillon  Importers.  LTD.,  Teaneck.  N.J.  ©1992  Milton  Gl 


magine  a  breakthrough  that  change 


)  Digital  Equipment  Corporation  1993  The  DIGITAL  logo.  AXP  and  OpenVMS  are  trademarks  of  Digital  Equipment 


B^f^^nNk        Once  every  millennium, 

an  invention  comes  along 
that  speeds  the  pace  of  the  whole  human  race. 
That's  the  role  of  Alpha  AXP™  technology. 
A  revolutionary  64-bit  microprocessor 
from  Digital  that  can  actually 
crunch  and  process  data  at  the 
world-record  speed  of  400  million 
instructions  per  second.  So  powerful, 
it  can  open  your  eyes  to  solutions 
you  never  before  thought  possible. 


So  flexible,  it  works  wonders  with 


everything  from  UNIX"  to  Windows  NT™ 
to  OpenVMS™  operating  systems. 


Imagine. ..a  breakthrough  that  can  truly 
increase  your  productivity.  Or  decrease 
your  response  time  to  management. 
To  find  out  how  Alpha  AXP  can  make  you 
a  bigger  wheel  —  as  a  chip,  in  your  PC 


r  with  a  supercomput 


0-DIGITAL,  press  2,  asl« 


PUHING  IMAGINATION  TO  WORK 


pace  of  everything. 


ta 


is  a  trademark  of  Microsoft  Corporation.  UNIX  is  a  registered  tradenwk  ol  AT&T. 


Other  Comments 


Total  Rehab 

Hillary  Rodham  Clinton  intro- 
duced organic  foods  into  the  White 
House  and  banned  tobacco  from  the 
premises  [as]  neither  she  nor  Presi- 
dent Clinton  smokes. 

If  Mrs.  Clinton  stands  by  her  edicts, 
consistency  will,  as  a  consequence  of 
dubious  government  findings,  lead  to 
the  banning  of  apples,  cellular  tele- 
phones, computers,  hot  showers  and 
chlorinated  water.  [And]  if  she  re- 
sponds as  scrupulously  to  other  envi- 
ronmental advocacy  groups,  the 
smokeless,  appleless  White  House — 
free  of  pesticides,  radon  and  noxious 
electromagnetic  fields — can  be  re- 
named the  Green  House. 
-R.  Emmett  Tyrrell  Jr., 
New  York  Post 

Same  Old  Thing 

Much  OF  the  President's  appeal  dur- 
ing the  campaign  was  campaigning  as  a 
new  Democrat.  The  rhetoric  has  been 
new,  but  the  programs  have  been  old. 
^Representative  Davf.  McCurdy 
(D-Okla.),  an  early  Clinton  sup- 
porter and  leading  conservative 
Democrat,  New  York  Times 

The  notion  that  all  would  be  well  if 


the  White  House  staff  were  more 
competent  ignores  how  far  to  the 
left  Clinton's  positions  have  gone 
since  the  election.  What's  wrong 
with  the  administration?  It's  the 
policy,  stupid! 
-Robert  D.  Novak, 
syndicated  columnist 

Nonfiction 

From  a  survey  of  unusual  bookmarks 
discovered  by  librarians:  a  used  con- 
dom, a  kipper,  bacon  rashers  and  an 
ageing  jam  sandwich. 

-The  Economist 

Food  for  Thought 

Good  taste,  oddly  enough,  plays  an 
important  role  in  politics.  [It]  is  a 
visible  manifestation  of  human  sensi- 
bility toward  the  world,  environ- 
ment, people. 

I  came  to  this  castle  and  to  other 
governmental  residences  inherited 
from  communism,  and  I  was  con- 
fronted with  tasteless  furniture  and 
pictures.  Only  then  did  I  realize  how 
closely  the  bad  taste  of  former  rulers 
was  connected  with  their  bad  way  of 
ruling.  I  also  realized  how  important 
good  taste  was  for  politics.  During 
political  talks,  the  feeling  of  how  and 


when  to  convey  something,  the  de- 
gree of  attention,  how  to  address  the 
public,  forms  to  be  used  not  to  of- 
fend someone's  dignity  and  say  what 
has  to  be  said,  all  these  play  a  major 
role.  All  such  behavior  relates  to 
good  taste  in  a  broader  sense.  [It]  is 
something  more  than  just  knowing 
which  tie  to  choose  to  match  a  shirt. 
-Vaclav  Havel,  Time 

I  admit  that  free  trade  won't 
solve  all  our  problems.  But  if 
history  has  taught  us  anything, 
it  should  have  taught  us  that 
protectionism  never  works. 
-Sam  Kusumoto,  Chairman 
and  CEO,  Minolta  Corp. 

IRAs  Prevent  IOUs 

By  proposing  investment  incentives 
without  sufficient  measures  to  gener- 
ate new  saving,  the  Administration's 
plan  only  focuses  on  one  part  of  the 
saving  cycle.  The  government's  at-^ 
tendon  should  be  focused  on  increas- 
ing personal  saving  and  on  public 
policy  and  tax  incentives  that  can 
effectively  alter  saving  rates.  An  effec- 
tive way  for  Congress  to  link  incen- 
tives for  saving  and  investment  wouldl 
be  to  revitalize  a  tested  saving  vehi- 
cle: the  Individual  Retirement  Ac-i 
count.  [It  is]  the  logical  complement 
to  the  investment  incentives  Presi- 
dent Clinton  is  proposing. 
-Merrill  Lynch's  Saving  Incentives: 
Essential  for  Economic  Growth 

Traveller's  Tales 

In  A  Paris  elevator:  Please  leave  yourj 
values  at  the  front  desk. 
///  a  Copenhagen  airline  ticket  office: 
We  take  your  bags  and  send  them  in 
all  directions. 

In  a  Vienna  hotel:  In  case  of  fire,  da 
your  utmost  to  alarm  the  hotel  porter. 
Outside  a  Honjj  Konjj  dress  shop:  La-' 
dies  have  fits  upstairs. 
On  the  menu  of  a  Swiss  restaurant:  Our 
wines  leave  you  nothing  to  hope  for. 
-Derek  Davies, 
Far  Eastern  Economic  Review  ■ 
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There  s  AVery  Recognizable 
Difference  In  Our 
Ro  Collection  This^ear. 

As  you  can  see,  some  of  the  game's  most  highly  visible  veterans  and  up-and-comers  are  playing  in  our  classic  golf 

shirts.  But  that  should  come  as  no  surprise.  After  all,  our  Pro  Collection  is  designed  to  meet  championship 
standards  -  in  texture,  style  and  function.  So  look  for  us  on  the  PGA  Tour.  And  in  fine  pro  shops  across  the  country. 
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Made  in  the  U.S.A. 


This  year  we 
beixhmark 


Since  its  introduction,  the  Honda  Accord 
has  impressed  both  the  automotive  critics  and 
enthusiasts.  For  four  years  in  a  row,  car  buyers 
have  made  it  one  of  America's  best-sellers. 

No  wonder  it  is  the  example  for  others  to 
follow.  So  with  a  resume  like  this,  we  decided 
to  follow  up  with  a  different  kind  of  Accord. 

This  is  the  new  Accord  SE  Sedan.  It  has 
a  special  interior.  A  special  sound  system.  A 
special  set  of  alloy  wheels.  In  other  words,  a 
remarkable  car  made  even  more  so. 

That's  why  you  will  find  the  upholstery 
trimmed  in  rich,  supple  leather  meticulously 
crafted  in  a  19-step  process. 

As  for  the  cabin  layout  itself,  it's  textbook 
ergonomics.  Instrumentation  and  controls  are 
placed  where  your  hand  and  eye 
would  best  find 


them.  Contoured  seats  offer  the  right  balan 
of  support  and  comfort. 

Inside,  you  will  appreciate  the  openne 
And  the  quiet.  Unless  you  prefer  a  little  mu: 
Which  comes  to  you  courtesy  of  the  exclusi 
Honda/Bose®  Music  System.  It's  not  just  an 
music  system,  mind  you.  But  one  acoustica 
tailored  for  this  passenger  compartment. 

Engineers  even  took  into  consideratioi 
the  reflective  qualities  of  the  leather  surfac 
Speakers,  amplifiers  and  equalizers 
are  tuned  to  deliver  optimum 
sound.  Listen  and  your 
ear  will  immediately 
appreciate  the 
full  clarity. 


covered  the 
n  leather: 


As  you  would  expect,  fit  and  finish  of  the 
:cord  SE  Sedan  are  exemplary.  Seams  line 
i  straight.  Body  panels  meet  together  with 
believable  precision. 

Equal  attention  to  detail  can  be  found 
the  engineering  of  this  car.  The  design  of 
t  multi-valve  engine  minimizes  vibration. 
□  can  hear  what  a  difference  this  makes, 
le  advanced  four-wheel  double  wishbone 


suspension  smoothly  absorbs  mile  after  mile 
of  curves,  hills  and  straightaways. 

For  your  reassurance,  there  are  anti-lock 
brakes  and  two  airbags.  One  on  the  driver's 
side.  The  other  on  the  passenger's.  As  always, 
please  don't  forget  to  fasten  your  seat  belt. 

And  if  things  like  value,  reliability  and 
quality  weren't  mentioned  earlier,  don't  worry. 
The  new  Accord  SE  Sedan  has  those  easily 
covered.  After  all,  it's  a  Honda. 

The  Accord  SE  Sedan 
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An  expansion  plan 
with  low  capital  requirements. 


A  successful  company  needs  room 
to  grow.  And  a  good  place  to  begin  the 
expansion  is  with  your  corporate  jet. 

By  stepping  up  from  a  light  jet  to 
the  Citation  VI,  you'll  make  huge  gains 
in  cabin  space.  You'll  gain  the  comforts 
of  stand-up  headroom  and  stretch-out 
leg  room.  You'll  gain  a  beautifully 
appointed  private  lavatory.  And 
you'll  achieve  all  those  gains  for  a 
surprisingly  modest  investment. 

Because  the  Citation  VI  is  the  most 
affordable  midsize  jet  in  the  world. 


Yet  it  outperforms  most  of  its  higher- 
priced  competitors. 

With  a  maximum  cruise  speed  of 
543  mph,  the  Citation  VI  is  faster  than 
every  other  midsize  jet  being  built 
today,  except  the  Citation  VII.  The 
Citation  VI  also  climbs  faster,  reaches 
altitudes  sooner,  and  cruises  higher 
than  its  competitors. 

Yet  for  all  its  power,  the  Citation  VI 
is  actually  more  fuel  efficient  than 
the  slower  jets  in  its  class.  No  other 
business  aircraft  offers  more  speed  and 


more  spaciousness  for  less  money. 

The  Citation  VI  is  more  than 
the  world's  most  affordable  midsiz 
jet.  It's  the  expansion  plan  that  will 
pay  off  big  and  pay  off  fast. 

For  more  information,  call 
Gary  W  Hay,  Senior  Vice  Presiden 
of  Marketing,  at  1-800- 4 -CESSNA 

Citation VI  51 

Cessna 
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Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


HONG  KONG— PROFITS  AND  WORRIES 

Hong  Kong,  about  to  fall  peacefully  into  Chinese  hands 
in  just  four  years,  is  far  more  interested  in  events  in  Hong 
Kong  itself — and  in  America — than  in  worrying  about 
w  hat  the  Chinese  will  do. 

When  Steve  and  Kip  Forbes  and  I  were  there  recently, 
we  found  great  interest  in  and  foreboding  about  what  the 
U.S.  was  going  to  do  when  it  came  to  renewing  the  Most 
Favored  Nation  status  of  mainland  China.  Fach  year  the 
American  business  community  in  Hong  Kong  has  sent 
elegations  to  Washington  to  impress  on  all  who  will  listen 
the  seriousness  of  the  economic  injury  that  would  befall 
Hong  Kong,  American  and  other  business  abroad  if  MFN 
were   withdrawn.   These  Hong 


The  waterfront  Tsim  Sha  Tsui  cultural  complex. 


Kong  businessmen  understand 
:hat  it  is  tempting  for  the  U.S.  to  be 
>een  as  punishing  China  for  its 
:onduct  at  Tiananmen  Square  and 
since,  but  they  know  how  quickly 
China  could  cut  the  $20  billion  of 
:rade  passing  between  the  U.S.  and 
China  via  Hong  Kong  and  transfer 
hat  business  elsewhere. 

If  MFN  were  revoked,  tariffs  on 
Chinese  imports  would  increase  on 
iverage  from  the  present  8%  to 

10%.  About  $7.5  billion  in  U.S.  exports  and  150,000 
\merican  jobs  would  be  at  risk.  Many  other  nations  would 
become  fearful  of  trading  with  the  U.S.  if  they  saw  that  we 
vould  not  hestitate  to  use  trade  policies  to  secure  our 
ocial  objectives  in  other  countries.  A  typical  Clinton 
ompromise  has  developed:  Keep  MFN  thisyezr,  but  tell 
^hina  it  must  do  better  to  get  the  status  renewed  nextyczr. 

The  other  subject  on  everyone's  mind  concerns  Hong 
Cong's  Governor  Christopher  Patten.  People  fear  his 
nodest  plans  to  secure  more  democracy  for  Hong  Kong 
vill  so  upset  the  Chinese  that  they  will  renege  on  promises 
|hey  made  in  1984  when  Great  Britain  agreed  to  transfer 
overeignty  of  the  crown  colony  to  China  in  1997.  Patten 
las  proposed  that  a  few  more  of  the  seats  on  the  Legislative 
ouncil  be  chosen  by  vote  rather  than  by  appointment  and 
hat  some  other  changes  be  put  into  effect  to  help 
nfranchise  Hong  Kong  citizens.  The  outcry  in  Beijing  has 
>een  fierce  and  vicious.  While  there  are  those  who  wish  that 
10  one  would  do  anything  to  disturb  the  Chinese  before 
997,  others  realize  that  what  happens  after  China  takes 
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over  depends  largely  on  who  is  leading  China  then. 

The  People's  Republic  is  still  as  much  an  enigma  as 
ever,  but  one  thing  seems  clear:  Nothing  significant  will 
change  until  the  present  leadership  departs.  It  is  also 
evident  that  virtually  nothing  will  be  accomplished  by 
trying  to  change  China's  internal  policies  through  any- 
thing it  views  as  punishment  or  demands  from  abroad. 

Meanwhile,  the  economic  miracle  of  Hong  Kong  con- 
tinues. Foreign  investment  pours  in,  the  world  markets 
evidently  having  decided  that  China  will  not  attempt  to 
force  Hong  Kong  into  any  ideological  straitjacket  after 
1997.  Trade  with  China's  southern  provinces  of  Shan- 
dong, Fujian  and  Guangdong  just 
^mmgj    across  the  border  increases  rapidly. 

Temptingly  low  wages,  even  for 
high  tech  manufacturing,  bring  in- 
creasing prosperity  to  those  prov- 
inces, although  rates  start  at  a  base 
far  below  Western  subsistence  lev- 
els. Perhaps  as  a  harbinger  of  future 
policy,  China  not  only  allows  but 
also  encourages  increased  private 
economic  activity,  even  though 
that  flies  in  the  face  of  its  socialist 
doctrine.  China  also  allows  profits 
earned  there  by  foreign  investors  to  be  taken  home. 

The  uncertainty  over  whether  China  will  keep  its  prom- 
ise to  let  Hong  Kong  continue  much  as  it  is  for  another  50 
years  has  led  to  some  caution  on  the  part  of  banks  and, 
undoubtedly,  is  responsible  for  some  of  the  recent  moves 
out  of  Hong  Kong,  such  as  the  headquarters  of  Jardine 
Matheson.  However,  the  flood  of  emigration  that  began 
shortly  after  the  agreement  transferring  sovereignty  to 
China  was  signed  has  slowed.  Tourism  continues  at  a  high 
rate,  and  more  vast  hotels  and  shopping  and  convention 
centers  are  rising.  Hong  Kong  has  recently  completed  a 
large  performing  arts  and  museum  complex,  and  private 
investors  are  ready  to  commit  major  sums  to  the  construc- 
tion of  a  third  tunnel  under  the  harbor  area. 

Hong  Kong  is  such  a  vibrant,  exciting  city  filled  with 
optimism  that  it  seems  impossible  to  imagine  any  govern- 
ment's being  stupid  enough,  in  1997  or  later,  to  attempt 
to  fasten  the  dead  hand  of  failed  socialism  to  it.  But  many 
stupid,  inexplicable  things  have  been  done  in  the  name  of 
socialism  and  communism  over  the  past  70  years.  ■■ 
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To  start  building  a  car,  or  anything  else  today,  you  need  more  than  designs 
and  determination.  You  need  a  freight  transportation  partner  you  can  rely  on. 
One  with  proven  ability  to  deliver  the  right  product  at  the  right  time.  A  partner 
like  CF  MotorFreight. 

We  pride  ourselves  on  being  an  integral  part  of  your  business,  in  industries 
ranging  from  automobiles  to  aerospace,  computers  to  retailing.  That  means 
playing  a  vital  role  in  Just-In-Time  manufacturing,  inventory  management  and 
distribution.  It  means  dedicating  ourselves  to  increasingly  sophisticated  levels 
of  communication,  and  providing  the  flexibility  to  make  your  business  more 
competitive.  But  above  all,  it  means  truly  understanding 
and  responding  to  your  needs. 

As  a  Consolidated  Freightways  Company  we  satisfy 
customers  by  offering  the  most  complete  range  of  cus- 
tomer focused  services  in  the  industry.  All  supported  by 
unmatched  shipping  management  systems,  by  CF  EXCEL, 
our  quality  process,  and  by  a  team  of  professionals  devoted 
to  serving  both  your  business  and  that  of  your  customers. 
Let  us  give  your  company  a  head  start. 
Because  at  CF  MotorFreight,  we  don't  just  help 
build  products.  We  help  build  businesses  and  keep 
them  grow  ing. 


COnSOLIDRTED  FREIGHTWAYS,  IRC 


WE  PUT  YOU  MILES  AHEAD 


The 
Company 


CF  MotorFreight,  a  CF  Company  ( htr  intermediate  and  long  haul  LTL  motor  carrityi 
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How  to  start  a  trade  war 


We  dont  pretend  TO  know  whether  Bill 
Clinton  is  a  trade  protectionist  or  not — quite 
possibly  the  President  himself  isn't  sure.  But 
we  do  know  this:  If  the  Clinton  Administration 
wants  to  start  a  good,  old-fashioned  trade  war, 
it  doesn't  need  to  pass  any  new  legislation.  Sim- 
ply enforcing  laws  already  on  the  books  would 
do  the  trick.  Some  examples: 

■  In  1984  Congress  enacted  a  law  that  in- 
cludes penalties  on  the  imports  from  countries 
that  permit  child  labor.  The  law  has  never 
really  been  enforced,  but  it  could  be  dusted  off 
any  moment.  Already  Bangladesh  has  been 
officially  warned  by  Washington,  and  heavy 
hints  have  been  sent  to  Mexico  and  India. 

■  The  chemical  industry  is  one  of  the  U.S.' 
strongest  and  a  top  exporter.  It  nevertheless 


benefits  from  dozens  of  special  tariffs,  espe- 
cially on  imported  dyes. 
■  Orange  juice  producers  are  protected  by  a 
40%  import  tariff. 

Some  of  the  U.S.  laws  boggle  the  imagina- 
tion. For  example,  lames  Bovard  points  out  in 
his  book  The  Fair  Trade  Fraud  that  U.S.  "fair 
trade"  laws  limit  the  importation  of  Mexican- 
made  brassieres  to  35,292  a  year. 

Or  take  the  pads  that  fit  under  the  keys  on 
clarinets  and  the  like.  The  sole  U.S.  maker  of  the 
12-to-78-cent  pads  has  won  a  second  anti- 
dumping ruling  from  the  Commerce  Depart- 
ment against  a  rival  Italian  maker.  (The  first 
was  overturned  in  court.)  Dumping  margin: 
about  1%;  final  decision:  Aug.  2.  Amount  of 
bureaucratic  time:  unimaginable. 


Once  protected,  always  protected? 

In  and  of  themselves,  these  trade  laws  affect  however,  a  yen  at  under  1 10  to  the  dollar  will 
only  a  tiny  fraction  of  U.S.  trade.  But  the  mere  have  a  greater  effect  on  Japanese  imports  than 
threat  of  an  antidumping  suit  often  turns  into  any  quantitative  control.) 
a  "voluntary"  trade  restraint  agreement,  or  in-         Ominously,  more  and  more  countries  seem 
formal  import  restrictions.  These  and  other  to  be  adopting  a  get-tough  approach  to  trade, 
sorts  of  trade  restrictions  affect  at  least  one-sixth  Arthur  Dunkel,  the  outgoing  secretary  gener- 
of  total  U.S.  imports  ($495  billion  in  1992).  al  of  gatt,  warned  in  a  recent  report  of  a  "sub- 
Now  that  it's  in  place,  there  seems  no  way  to  stantial  increase"  in  the  number  of  antidump 
end  protection  of  U.S.  clothes  or  textiles  mak-  ing  and  countervailing  duty  investigations.  In 
ers,  for  instance,  even  though  imported  goods  the  12  months  to  June  1992,  over  270  cases 
would  be  cheaper.  Ditto,  sugar.  The  vra  pro-  were  filed  with  GATT,  up  from  just  over  200  in 
tecting  U.S.  steel  ended  last  year,  so  now  the  the  preceding  period.  Less  heavily  industrial- 
American  makers  have  filed  many  new  anti-  ized  countries,  such  as  Mexico  and  Brazil,  are 
dumping  suits.  Even  though  the  U.S.  im  starting  to  use  these  protectionist  measures, 
posed  vra  on  Japanese  automobiles  ended,  the  too.  Expect  the  number  of  these  actions  to  rise 
Japanese  have  continued  to  restrain  them-  until  economic  activity  picks  up  in  the  indus- 
selves,  at  around  1 .5  million  cars  a  year.  (In  fact,  trialized  countries. 


The  President's  wise  retreat  on  China 


The  news  is  not  entirely  bad,  however.  Take 
the  China  trade  card.  Candidate  Clinton  had 
threatened  to  get  tough  with  China.  But  Pres- 
ident Clinton  wisely  stopped  at  monitoring  Chi- 
na to  see  that  its  exports  contain  no  goods 
made  by  prison  labor,  and  to  see  whether  or  not 
China  eases  its  restrictions  on  Tibet. 

U.S.  businesses,  from  Coca-Cola  to  Mc- 
Donnell Douglas,  sighed  with  relief.  Ending 
most  favored  nation  status  would  have  threat- 
ened U.S.  direct  investment  in  China  (about  $6 
billion)  and  direct  U.S.  exports  of  about  $7.5 
billion  a  year. 

Now  U.S.  business  waits  to  see  the  outcome 
of  negotiations  on  the  North  American  Free 
Trade  Agreement  (Nafta)  and  the  General 
Agreement  on  Tariffs  &  Trade  (gait). 

On  Nafta,  the  Clinton  negotiators  are  faced 


with  pressure  from  organized  labor  to  extract 
tough  side  agreements  on  environmental  pro- 
tection and  jobs.  Some  close  to  the  talks  doubt 
such  agreements  will  be  possible  to  negotiate. 

GATT,  in  broad  terms,  is  mostly  complete. 
But  it  is  bogged  down  in  three-way  bickering 
among  the  U.S.,  the  eg  and  Japan.  One  hope- 
ful sign:  The  U.S.  and  EC  settled  one-half  of 
their  most  recent  fight  (over  government  pro- 
curement of  electric  utility  equipment).  Now 
they  have  to  settle  the  other  half,  involving 
telecommunications  equipment. 

Now  the  U.S.  seems  ready  to  use  the  July 
summit  of  the  major  industrial  countries  to  bullv 
the  Japanese  to  stimulate  their  domestic  econ- 
omy even  more  and  to  agree  to  quantitative 
market  share  targets  in  several  new  areas  of 
trade.  The  EC  would  likely  follow  suit.  M 
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BY  ROBERT  ROSENSTEIN 


The  Forbes  Index  (1967=100) 
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Current  237.8* 
230  Previous  236.9 

Percent  change  0.4% 
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The  Commerce  Department  now  says  gross  domestic 
product  grew  at  an  annualized  rate  of  0.9%  in  the  first 
quarter,  half  the  initial  estimate  of  1 .8%  and  yet  another 
example  of  the  trouble  economists  have  with  measuring 
that  which  they  observe  (see  story,  p.  88).  Looking  ahead, 
there  is  good  reason  to  be  skeptical  about  the  economy 
New  orders  for  durable  goods  were  flat  in  April  following  a 
3.7%  decline  in  March,  and  the  Conference  Board's 
consumer  confidence  index  fell  6.1  percentage  points  in 
April,  to  61 .5,  its  lowest  level  since  last  October. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1 992' 

Ward's  Automotive 

6.3% 

Index  of  leading  indicators  Mar  vs  Feb 

Dept  of  Commerce 

-1.0% 

Trade  balance  12  months  ended  Mar  1993 

Dept  of  Commerce 

-$94  bil 

All-commodity  producer  price  index  Apr  vs  Mar1 

Dept  of  Labor 

0.4% 

GDP  1st  quarter  vs  4th — annualized  growth 

Dept  of  Commerce 

0.9% 

M2  (3-month  change) — annualized  growth1 

Federal  Reserve 

-1.4% 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  5/20/93. 2  Wholesale  goods. 3  Includes 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 
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Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Ill 


109 


107 


105 


industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 


475 


425 


57b  ■ 


325 


New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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Services    •  Total  index 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


125 


100 


75 


50 


New  housing  starts  (thousands)  privately  owned 
unadjusted  (Dept  of  Commerce) 


172 


162 


152 


142 


Retail  sales  (Sbillions), 
seasonally  adjusted  (Dept  of  Commerce) 
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Inventories    •   New  orders 


270 


210 


90 


3100 


1 1 1 1 1 1 1 1 1  i  i  i  i 

Manufacturers'  new  orders  and  inventories 

billions),  seasonally  adjusted  (Dept  of  Commerce) 


3000  | 

llllllll 

2800  """"" 


Personal  income  (Sbillions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


755 


745 


735 


725 


linnlll 


Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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As  Long  As 
American  Industry 

Wails  In  Line  For  Money, 
American  Workers 

Will  Wail  In  Line  For  Jobs. 


Qjln-  (  I  I  (  iroup  believes  that  every  economic  era  presents  its  own 
challenges  and  opportunities.  To  help  you  capitalize  on  these  opportunities 
we  create  financing  packages  that  optimize  the  value  of  your  assets. 

As  America's  most  experienced  asset-based  lender,  CIT  provides  funds 
to  companies  in  a  wide  variety  of  industries,  in  virtually  any  climate. 


{  1993  The  CIT  Group.  Inc. 


What  We  Deliver, 


Lone  Star  Steel  Company 


$55,000,000 

Senior  Seci  red  Working  Capital  Facility 


m 


Adriatic  Holding 
Corporation,  Ltd. 


$50,000,000 

Senior  Debt  for  Multi-Vessel  Financing 


Granitevtlle  Company 


$180,000,000 

Committed  Facility 


Globe  Marble  and  Tile,  Inc. 


$10,000,000 

Secired  Line  of  Credit 


El  Camino  Resources,  Ltd. 


$45,166,074 

Discounting  of  Leases 


IBM  Data  Processing  Equipment 
and  Peripherals 


ACF  Industries 


$30,000,000 

Loan  for  743  Railcars 
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The  transactions  listed  here  are  examples  of  how  we  apply  our  capital  and 
<pertise  to  help  companies  meet  their  objectives.  The  flexibility  of  asset-based  lending, 
jmbined  with  our  in-depth  knowledge  of  selected  industries,  enables  us  to  create 
istomized  deal  structures  that  meet  immediate  and  long-term  financial  needs. 

For  more  information  concerning  our  products  or  services,  call  1-800-545-5440 


Americas 
Most  Experienced 
Asset- Based 
Lender 


Finally,  some  good  news  for  Arkla,  Inc.'s 
shareholders.  Former  chairman  Mack  McLarty 
has  gone  to  Washington. 

Mack  the 
Incompetent 


By  Toni  Mack 

Folks  in  the  natural  gas  industry 
figure  White  House  Chief  of  Staff 
Thomas  (Mack)  McLarty  must  feel 
right  at  home  in  Washington.  His 
casual  way  with  a  buck  will  fit  right  in. 
In  the  eight  years  he  ran  Arkla,  Inc., 
the  $2.7  billion  (revenues)  Shreve- 
port,  La. -based  gas  outfit,  McLarty 
spent  more  money  than  Arkla  gener- 
ated every  year  and  more  than  qua 
drupled  the  company's  debt.  Trying 
to  please  Arkla's  numerous  constitu- 
encies, "Mack  the  Nice'"  (as  he's 
known  in  Washington)  often  ducked 
tough  executive  decisions. 

Result?  Appalling.  When  McLarty 
left  last  December,  Arkla  was  heading 
for  a  1992  loss  of  $236  million.  In 
1985,  the  year  McLarty  took  over, 
Arkla  stock  traded  as  high  as  24V4.  By 
the  time  he  left  for  Washington,  it  was 
trading  around  8.  Standard  &  Poor's 
index  of  similar  stocks  climbed  44% 
over  the  same  period. 

Arkla's  new  managers,  Chairman 
Milton  Honea  and  President  Daniel 
Dienstbier,  have  already  proved 
they're  willing  to  take  tough,  unpop- 
ular steps — one  reason  the  stock  has 
recovered  to  a  recent  10. 

Dienstbier,  a  pipeline  veteran,  left 
his  own  consulting  business  to  join 
Arkla  last  July.  He  quickly  sold  Arkla's 
two  jets  and  its  2,000-odd  company 
cars  and  cut  overhead  by  more  than 
$50  million  annually.  Gone  are  such 
perks  as  club  memberships  and  trips 
for  spouses,  which  Mack  the  Nice 
never  brought  himself  to  eliminate. 

Borrowing  flourished  under 
McLarty.  From  1986  through  1990, 
McLarty  paid  $1.6  billion  in  Arkla 
stock,  cash  and  assumed  debt  to  buy 
two  pipelines  and  two  utilities,  Min- 
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nesota's  Minnegasco  and  Houston- 
based  Entex.  At  Arkla's  gas  explora- 
tion unit,  he  boosted  the  budget  from 
$22  million  in  1985  to  $92  million  in 
1991  but  got  little  for  his  sharehold- 
ers' money:  The  unit  spent  twice  the 
industry  average  to  add  reserves. 
Arkla  took  a  $24  million  loss  when  it 
sold  the  exploration  operation  to  Sea- 
gull Energy  last  December. 

Since  Dienstbier's  arrival,  Arkla  has 
raised  $640  million  in  cash  from  asset 
sales  and  cut  debt  22%  from  its  $2.3 
billion  peak.  The  sales  continue.  In 
May  Honea  agreed  to  sell  one  of  the 
pipelines  McLarty  acquired,  for  $190 
million.  The  other  is  on  the  block. 
Including  refinancing  of  $425  million 
in  debt,  Arkla's  interest  costs  will  have 
been  slashed  by  25%. 

The  toughest  job  now  falls  to 
Dienstbier:  turning  around  Arkla's 
original  pipeline,  Arkla  Energy  Re- 
sources. This  line  spent  $820  million 


in  the  1980s  to  buy  out  high-priced 
gas  supply  contracts.  Under  federal 
rules,  pipelines  could  bill  customed 
for  50%  to  75%  of  such  costs.  Bui 
Arkla  couldn't  pass  a  penny  on  to  its 
customers.  Why  not?  Because 
McLarty  had  never  shifted  Arkla'^ 
pipeline  sales  from  state  to  fedcra 
regulation.  Doing  so  would  havij 
meant  a  nasty  public  fight  in  Arkansas 
and  strained  McLarty's  friendship 
with  Arkansas'  then-governor,  Bil 
Clinton. 

"There  is  a  mixing  of  business  and 
politics  that  is  inevitable  in  a  small 
state,"  James  Rutherford,  an  Arkk 
executive  under  McLarty,  told  the 
Arkansas  Democrat-Gazette  in  Janu- 
ary. "It's  part  of  our  way  of  life  here.'' 

No  longer  for  Arkla.  In  March  the 
new  team  removed  Arkla  Energy 
from  state  oversight,  but  too  late  tx 
qualify  for  automatic  passthrough  oi 
contract  buyout  costs.  In  Decembei 
Arkla  wrote  off  $315  million  of  the 
$820  million  it  spent,  on  top  of  $265 
million  written  off  in  1989. 


Arkla's  new 
chairman, 
Milton  Honea 
Cleaning  up 
after  Mack. 


Clinton 
Chief  of  Staff 
Mack  McLarty 
Fitting 
in  well 

in  Washington. 


'With  perfect  hindsight,"  McLarty 
says  in  his  own  defense,  "some  things 
might  have  been  done  differentiy." 
Like  the  prices  paid.  The  gas  acquired 
was  overpriced  for  any  market,  and 
the  expensive  acquisitions  provided 
no  new  markets  for  Arkla  Energy. 
"Our  whole  direction  is  to  create 
demand  for  its  unused  capacity,"  says 
Dienstbier.  "We've  got  to  go  out  and 
knock  on  doors."  With  an  unintend- 
ed jab  at  McLarty,  Dienstbier  adds: 
"It's  fair  to  say  this  has  not  [previous- 
ly] been  Arkla's  focus." 

On  another  front,  Dienstbier  is 
working  hard  on  regulator}'  proposals 
to  improve  Arkla  Energy's  rate  struc- 
ture. But  getting  better  profits  will 
take  perhaps  two  years. 

So  for  now  Arkla  is  living  off  $243 
million  in  annual  cash  flow  from  its 
three  gas  distribution  utilities. 
"They're  the  cornerstone  of  the  com- 
pany," says  Honea.  These  operations 
are  in  better  shape  than  most  to 
weather  the  storm  approaching  for 
gas  utilities. 

Still  hanging  over  Arkla  are  two 
more  clouds  from  the  McLarty  era. 
He  bought  Entex,  the  Houston- 
based  utility,  not  long  after  Entex 
dumped  a  savings  and  loan  that  had 
scared  off  at  least  one  other  buyer. 
Now  the  Resolution  Trust  Co.  wants 
upwards  of  $535  million  from  Arkla 
to  cover  the  s&l's  losses.  Arkla  is 
fighting  the  lawsuit;  perhaps  McLar- 
ty's  new  job  will  benefit  his  former 
employer. 

In  1989  McLarty  sold  to  the  public 
18%  of  Arkla's  exploration  unit.  Two 
years  later  he  bought  the  stake  back  in 
for  Arkla  stock  worth  half  the  price 
investors  had  paid.  Disgruntled  inves- 
tors are  suing  Arkla  for  unspecified 
damages. 

Arkla's  new  bosses  have  big  person- 
al stakes  in  the  success  of  their  turn- 
around effort.  Honea,  who  tore  up  his 
employment  contract  and  its  golden 
parachute  on  becoming  chairman, 
serves  at  Arkla  shareholders'  pleasure. 
Dienstbier  has  at  stake  Arkla  stock  and 
appreciation  rights  worth  300,000 
shares  and  a  bonus  based  on  his  suc- 
cess with  the  pipeline. 

McLarty,  by  contrast,  owned  a 
mere  86,288  shares,  less  than  one- 
tenth  of  1%  of  the  company.  He 
should  fit  right  in  in  Washington, 
spending  other  folks'  money.  H 


Here's  an  international  investor  who  so  craves 
risk  that  he  thinks  Russia  is  too  calm. 

Indiana  Jones, 
meet 

Bob  Smith 


By  Robert  Lenzner 

If  Robert  P.  Smith  didn't  exist,  Eric 
Ambler  would  have  to  invent  him. 
One  night  in  the  early  1980s,  an 
explosion  shook  the  Sheraton  in  San 
Salvador.  Awakened  in  his  room  five 
floors  up,  Smith  was  amazed  at  his 
good  fortune — not  simply  that  he  was 
unhurt,  but  that  the  violence  would 
keep  his  competitors  out  of  El  Salva- 
dor for  a  while. 

At  the  time,  Smith  was  buying  up 
El  Salvador's  dollar-denominated  re- 
serve bonds.  Within  days  Smith  was 
able  to  resell  about  $4  million  of  a  $50 
million  issue  of  these  bonds  at  a  five- 
point  markup  to  Xerox  Corp.,  which 
wanted  to  turn  local  currency  that 
might  be  devalued  into  a  dollar-de- 
nominated instrument.  By  buying  the 
reserve  bonds,  Xerox  was  able  to 
transform  its  Salvadoran  colones, 
which  were  losing  value  at  a  rate  of 
approximately  4%  a  month,  into  a 
dollar-denominated  security. 

"I  like  to  go  where  no  one  else 
goes — the  wilder  the  better  for  me," 
says  Smith,  who,  as  founder  and  sole 
proprietor  of  Boston's  Turan  Corp., 
has  bought  the  distressed  securities  of 
many  of  the  world's  most  distressed 
countries. 

The  son  of  a  Boston  commercial 
collection  attorney,  Smith  wears  bow 
ties  that  give  him  a  slightly  donnish 
look.  He  once  worked  for  the  U.S. 
Agency  for  International  Develop- 
ment, and  compares  himself  to 
Hollywood's  adventurer/archeolo- 
gist  Indiana  lones.  He  spends  half  the 
year  on  the  road,  schmoozing  with 
central  bankers,  multinational  corpo- 


ration treasurers  and  foreign  bankers. 
"What  I  love  are  adventure,  glamour, 
danger  and  big  spreads  between  the 
bid  and  asked  prices  of  my  wares,"  he 
says.  "What  more  can  you  possibly 
want?" 

Here's  how  Smith,  53,  describes 
his  ideal  clients:  "Nations  in  crisis, 
where  revolution  or  civil  war  has  bro- 
ken out,  and  where  there  is  more 
disease  than  foreign  exchange.  I  like 
capitals  where  there  are  no  air-condi- 
tioned hotel  rooms,  because  I  know 
J. P.  Morgan  and  Bankers  Trust  won't 
be  there  to  compete  with  me." 

Besides  romance,  Smith's  travels 
often  drum  up  hard  information  he 
can  use  to  profit  in  a  market  that  is 
totally  unregulated.  Recentiy  he 
learned  that  Panama's  central  bank 
hired  S.G.  Warburg,  the  British  mer- 
chant bank,  to  advise  it  on  restructur- 
ing its  foreign  debt.  This  helped  Pana- 
manian floating  rate  notes  jump  from 
73  to  80  bid,  confirming  that  his 
earlier  purchase  of  these  notes  was  a 
smart  move. 

Over  the  years  Smith's  proclivities 
have  put  him  into  Guatemalan  stabili- 
zation bonds,  Salvadoran  reserve 
bonds,  Costa  Rican  certificates  of  de- 
posit, Egyptian  trade  paper,  Tanzani- 
an  and  Zambian  commercial  debt, 
and  other  risky  special  situations. 
Turan  Corp.  (which  stands  for  Turk- 
ish American  Corp.)  traded  bonds 
with  a  volume  of  $  1 .9  billion  last  year; 
Smith  says  the  firm  consistently  makes 
profits  of  $3  million  to  $6  million.  He 
puts  his  personal  net  worth  north  of 
$20  million. 
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Third  World  debt 


Smith  specializes  in  trade-related 
debt.  Mostly  his  stock  in  trade  is 
sovereign  obligations  owed  or  issued 
to  multinational  companies.  Usually 
these  issues  are  much  smaller  and  less 
liquid  than  the  bank  debt  owed  by 
most  less  developed  countries. 

Smith  got  his  start  in  1978  buying 
some  of  the  $3  billion  in  trade  receiv- 
ables that  Turkey  owed  to  hundreds 
of  multinational  corporations.  At  the 
time,  banks  were  being  blown  up,  and 
armed  soldiers  were  imposing  a  cur- 
few in  Istanbul.  With  no  one  else 
bidding  for  the  receivables,  Smith  was 
able  to  buy  them  from  the 
multinationals  starting  at  ~~ "T"" 
25  cents  on  the  dollar.  He 
learned  of  a  Turkish  central 
bank  decree  that  would  al- 
low purchasers  of  foreign 
export  debt  to  turn  these 
obligations  in  for  almost 
100  cents  on  the  dollar  in 
Turkish  lire,  for  use  as 
working  capital  inside  the 
country.  As  word  of  the 
decree  got  around,  Smith 
sold  his  notes  to  American 
Express  and  other  compa- 
nies with  operations  in  Tur- 
key for  32  cents  on  the  dol- 
lar on  average. 

"I  knew  more  about 
Turkish  nonguaranteed 
trade  arrears  than  any  other  HH 
human  being  at  the  time," 
boasts  Smith,  adding:  "I  always  want 
to  be  the  first  one  into  a  country. 
Then,  I  want  to  know  who  is  doing 
what  to  whom,  and  for  how  much." 

In  the  early  1980s  conditions  in 
Latin  America — political  unrest,  ter- 
rorism, hyperinflation,  financial  insta- 
bility— were  ideal  for  Smith.  In  Gua- 
temala the  central  bank  owed  $500 
million  in  the  form  of  dollar-denomi- 
nated Guatemalan  stabilization 
bonds  to  a  slew  of  U.S.  companies 
including  Xerox,  Texaco,  Ford  Motor 
and  American  Home  Products. 

Smith  swooped,  buying  the  stabili- 
zation bonds  at  between  45  cents  and 
60  cents  on  the  dollar,  and  enlisting 
Credisasesores,  a  local  brokerage 
firm,  to  find  wealthy  Guatemalan  in- 
vestors to  buy  them  from  him.  "No 
one  believed  the  bonds  could  be  ser- 
viced," recalls  Isabel  Muyshondt, 
general  manager  of  Credisasesores. 
"But  Bob  has  a  nose  for  discovering 


how  paper  can  be  converted  into 
cash."  Between  1983  and  1987 
Smith  had  the  market  to  himself,  and 
was  able  to  unload  bonds  to  Guate- 
malan banks  and  pension  funds  as  well 
as  to  Pan-American  Life  Insurance 
Co.,  in  New  Orleans,  and  to  laad, 
Latin  American  Agribusiness  Devel- 
opment Corp.,  a  Coral  Gables,  Fla. 
outfit  that  uses  aid  money  to  help 
develop  agribusiness  in  Latin  Ameri- 
ca. As  he  monopolized  the  market, 
Smith  was  able  to  pocket  the  spread 
between  the  bid  and  ask  prices  on 
these  bonds  which  ranged  between  5 


Robert  P.  Smith,  founder  of  Turan  Corp. 
"I  want  to  know  who  is  doing  what  to  whom,  for  how 


and  20  points.  On  Guatemala  alone 
Smith  claims  he  made  over  $6  million. 

Next  opportunity:  Costa  Rica. 
Smith  traded  in  and  out  of  Costa 
Rican  floating  rate  notes  from  the 
time  they  were  trading  at  14  cents  on 
the  dollar  in  1988  until  they  were 
retired  at  par  at  the  end  of  1992. 
These  were  easy  to  trade  because  they 
were  denominated  in  dollars. 

Pestilential  Africa  is  fertile  territory 
for  a  man  of  Smith's  skills.  In  Tanza- 
nia and  Zambia,  Smith  bought  local 
currency  deposits  that  carried  the 
right  to  be  converted  into  dollars.  The 
obligations  couldn't  be  honored;  the 
governments  didn't  have  enough  dol- 
lars. But  Smith  bought  the  obliga- 
tions anyway.  Why?  As  a  voracious 
reader  on  Third  World  financial  top- 
ics, he  knew  that  some  nonprofit  or- 
ganizations like  Debt-For-Develop- 
ment  Coalition,  Inc.,  a  Washington, 
D.C. -based  group  that  is  funded  by 


aid,  also  wanted  to  buy  up  the  obliga- 
tions as  a  way  to  help  the  countries 
retire  some  debt  and  promote  local 
development. 

After  Nigeria  defaulted  on  its  debt 
in  1987,  Smith  had  indications  that 
the  Nigerian  central  bank  had  autho- 
rized a  major  repurchase  program  for 
its  nonperforming  promissory  notes. 
At  19  to  21  cents  on  the  dollar,  Smith 
found  the  notes  attractive.  There 
were  two  major  problems,  though. 
No  one  knew  at  what  price  or  how 
many  of  the  bonds  would  be  retired. 
Moreover,    even  adventure-loving 
Bob  Smith  feared  flying  in 
J  and  out  of  the  infamous 
Lagos   airport.  "Outside 
the  plane  people  try  to  in- 
tercept you  and  either  steal 
everything  you  have  or  kid- 
nap you,"  says  Smith,  w  ho 
always  has  someone  escort 
him  to  his  hotel. 

Smith    got    a  second 
chance  to  exploit  Nigeria 
around  1991   as  political 
unrest  grew  and  foreign  ex- 
change    reserves  dwin- 
dled— driving  the  promis- 
sory notes  down  from  43 
cents  on  the  dollar  to  26 1 
cents.   Asserts   his  right- 
hand  man,  Salel  Daher,  a 
much."        Lebanese    Christian  who 
traded  Third  World  debt 
for  Citicorp.:  "The  Nigeri- 
ans are  deeply  committed  to  servicing 
these  bonds."  There  are  some  S4.6 
billion  of  the  promissory  notes  still 
outstanding.  At  their  recent  price  of 
26,  the  bonds  yield  32%,  more  than 
enough,  in  Smith's  opinion,  to  com- 
pensate for  the  inherent  risk. 

Another  bet  is  on  a  big  ($7  billion) 
issue  of  Brazil's  Interest  Deferred  & 
Unpaid — or  idu — notes.  Smith  feels 
the  idus  will  move  from  their  recent 
level  of  69  cents  on  the  dollar  to  at  least 
80  cents  on  the  dollar  over  the  next 
two  years.  Why?  Smith  says  Brazil  has 
the  reserves  to  sendee  these  bonds. 

Russia?  But  of  course.  Smith  has 
bought  and  sold  a  few  obligations 
owed  by  the  former  Soviet  Union's 
now  mostly  defunct  foreign  trade  or- 
ganizations. But  Russia,  he  claims,  is 
too  calm  to  find  the  real  big  spreads  he 
likes.  "Compared  to  Tanzania,  El  Sal- 
vador and  Zambia,"  Smith  says, 
"Russia  is  a  piece  of  cake."  ■ 
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Want  to  buy  a  small-town  thrift  but  don't  want 
to  pay  book  value  or  more?  Here's  a  way 
some  smart  banks  are  doing  just  that. 

The  merger- 
conversion  game 


By  Matthew  Schifrin 

HERE'S  A  NEW  WRINKLE  in  the  sizzling 
business  of  converting  thrifts  from 
mutual  savings  banks  to  stockholder- 
i owned  companies  (see p.  12).  A  num- 
ber of  regional  banks  have  been  using 
what's  known  as  a  "merger-conver- 
ion'1  technique  to  take  over  thrifts 
for  less  than  they're  apparently  worth 
ind  far  less  than  they  would  cost  in  a 
ypical  takeover. 

The  conventional  way  for  a  mutual 
avings  bank  to  become  shareholder- 
Dwned  involves  a  vote  by  depositors 
ind  borrowers.  If  the  voters  approve 
hey  usually  get  the  right  to  buy  stock 
at  a  discount  from  its  book  value — a 
discount  of  40%  to  50%  currently. 

Now  contrast  the  typical  conver- 
sion to  the  new  breed  of  "merger- 
:onversion"  deals.  In  the  latter,  a 
publicly  traded  bank  purchases  a  mu- 
:ual  thrift  after  it  converts  to  a  stock 
:ompany,  but  before  the  converted 
hrift  goes  public.  What  do  the  depos- 
itors get  in  the  merger-conversions? 
Relatively  little.  In  some  cases  they 
eceive  the  acquiring  bank's  stock  at  a 
I0%-to-15%  discount  from  the  price 
it  which  the  bank's  stock  is  then 
rading. 

Why  would  mutual  thrift  dcposi- 
ors  vote  for  such  a  lousy  deal?  Some- 
imes  the  depositors  don't  vote:  In 
faany  smaller  mutuals,  the  depositors 
lave  given  their  proxies  to  manage- 
ment. In  other  cases,  the  depositors 
ote  in  favor  of  the  merger-conver- 
ions  because  management  recom- 
nends  that  they  vote  that  way. 

Why  do  the  managers  support 
]  jhese  merger-conversion  proposals? 
\nswer:     because    the  acquiring 
»anks  sometimes  make  them  very 
generous  offers. 


Consider  the  recent  acquisition  of 
$103  million  (assets)  Mutual  Savings 
Bank  of  Lenoir,  N.C.  by  Durham, 
N.C.-  based  CCB  Financial  Corp.  (as- 
sets, $2.3  billion).  The  thrift's  presi- 
dent, 67-year-old  William  Smith, 
supported  the  bank's  offer  in  part 
because  the  bank  agreed  to  retain 
Mutual  Savings'  26  employees  at  their 
same  level  of  pay,  and  let  them  partici- 
pate in  ccb's  generous  401(k)  retire- 
ment plan  and  ESOP.  CCB  even  allowed 
them  to  keep  Christmas  bonuses  of  up 
to  twice  their  monthly  salaries.  Fur- 
thermore, CCB  will  make  a  $250,000 
contribution  to  local  charities  of  the 
board's  choice,  a  large  sum  for  tiny 
Lenoir. 

Smith  did  all  right,  too.  He  will  get 
a  new  base  salary,  $225,000  a  year  for 
the  next  five  years  whether  he  contin- 
ues as  president  or  not.  Smith  also 
gets   CCB    stock    valued    at  over 


$600,000,  a  retirement  package  of 
$90,000  per  year  for  ten  years,  and 
$12,000  a  year  in  directors'  fees,  plus 
options  to  buy  thousands  of  addition- 
al CCB  shares. 

The  acquiring  bank,  CCB,  could 
afford  to  be  generous:  For  stock  it 
sold  to  Mutual  depositors  with  a  value 
of  $9  million,  the  bank  is  acquiring  a 
healthy  thrift  with  a  pro  forma  book 
value  of  $19  million  (see  table). 

What  did  the  Lenoir  Mutual  depos- 
itors' get?  They  got  their  CCB  shares  at 
a  10%  discount  from  market.  The 
Lenoir  mutual  is  ccb's  first  of  four 
such  merger-conversion  deals  now 
pending. 

The  U.S.  Office  of  Thrift  Supervi- 
sion is  supposed  to  look  out  for  de- 
positors' interests.  It  places  strict  limi- 
tations on  the  benefits  that  can  be 
doled  out  to  management  in  such 
mergers.  A  number  of  savings  institu- 
tions are  evading  federal  scrutiny  by 
converting  to  much  more  lenient 
state  regulation.  According  to  SNL 
Securities,  in  the  last  four  years  162 
thrifts  in  12  states  have  quit  federal 
oversight  and  changed  to  state  savings 
bank  charters,  57  in  North  Carolina 
alone.  No  surprise,  then,  that  one 
North  Carolina  bank,  bb&t  Financial 
Corp.,  has  been  on  a  binge  buying 
thrifts  using  merger-conversions — 
nine  in  the  past  two  years. 

The  action  could  spread.  Dozens  of 
healthy  mutuals  in  Pennsylvania,  New 
York,  Illinois  and  New  lersey  have 
recently  changed  to  state  savings  bank 
charters.  Hi 


Fire-sale  prices  in  a  hot  market 


Acquiring  bank/state 

Thrift/city,  state 

Assets 

Acquisition 

Pro  forma 

($mil) 

date 

price/ 

tang  book* 

First  Alabama  Bancshares/AL 

Security  Federal/Nashville,  TN 

$384.5 

Dec  92 

49% 

Union  Planters  Corp/TN 

First  Federal/Maryville,  TN 

195.6 

Feb  93 

67 

BB&T  Financial  Corp/NC 

Carolina  Savings/Wilmington,  NC 

151.4 

May  93 

53 

Centura  Banks/NC 

Brevard  Federal  S&L/Brevard,  NC 

129.8 

Apr  93 

52 

Cardinal  Bancshares/KY 

Mutual  Federal/Somerset,  KY 

124.6 

Jan  93t 

56 

Harvest  Financial  Corp/IA 

Clinton  Federal/Clinton,  IA 

112.8 

Dec  92 

49 

Merch  &  Manuf  Bank/WI 

Lincoln  Savings/Milwaukee,  Wl 

102.8 

Apr  93 

41 

CCB  Financial  Corp/NC 

Mutual  Savings/Lenoir,  NC 

102.6 

Apr  93 

48 

Cardinal  Bancshares/KY 

First  Federal/Pineville,  KY 

69.5 

Oct  92 

46 

BB&T  Financial  Corp/NC 

Edenton  S&LA/Edenton,  NC 

40.2 

May  93 

58 

'Does  not  include  the  cost  of  incentive  benefit  packages.  tDate  announced. 
Sources:  SNL  Securities,  Charlottesville,  Va;  companies;  Forbes. 

Including  their  perks,  some  thrift  managers  get  a  better  deal  than  depositors. 
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Have  you  wondered  how  those  little  7-Eleven  stores  in 
Japan  make  money?  The  secret  is  in  their  computers. 

Information 
power 


By  Gale  Eisenstodt 

Convent]  ionai  wisdom  in  the  U.S.  is 
that  Wal-Mart  has  the  very  best  com 
puter  system  in  retailing.  Maybe  it 
docs,  but  7-Eleven  fapan  is  giving  the 
Arkansans  a  run  for  their  money. 

It's  not  strictly  an  apples  to  apples 
comparison,  of  course.  W'al  Mart  is  a 
discounter  that  invests  heavily  in  its 
own  new  stoics  and  distribution  ecu 
t crs.  I>\  contrast,  7-Eleven  Japan  is  a 
convenience  store  operator.  Still,  it's 
eye  opening  to  listen  to  Richard  Raw 
linson,  managing  director  of  the  To 
kyo  office  of  consultant  Monitor  ( )o. 
"No  other  retailer  in  the  world,"  says 
Rawlinson  of  7  Eleven  Japan,  "has 
defined  its  business  so  tightly  around 
information."  In  tact,  the  company 
owns  just  3%  of  the  5,058  7  Eleven 
stores  in  Japan  and  doesn't  do  any  of 
its  ow  n  distribution. 

Together  with  parent  company 
[to-Yokado,  7  Eleven  Japan  owns 
64%  of  Pallas,  Tex.-based  Southland 
Corp.  Southland  originated  the  7- 
Eleven  concept  in  the  1940s.  The 
Japanese  licensed  the  7-Eleven  name 
from  Southland  in  1973  and  first 
bought  into  the  company  in  1991;  it 
is  they  who  have  made  it  into  an 
informational  miracle. 

At  the  heart  of  the  Japanese  7- 
Eleven  store  (which  averages  just 
1 ,080  square  feet,  less  than  half  the 
size  of  a  typical  U.S.  7-Eleven)  is  a 
powerful  NEC  personal  computer, 
custom-made  for  7-Eleven.  Its  kev- 
board  has  been  simplified  to  make  it 
easier  to  use.  And  each  store's  point- 
of-sale  cash  registers  feed  data  directly 
to  the  PC,  Sales  clerks  even  key  in 
customers'  sex  and  estimate  their  ap 
proximate  age.  "This  enables  the  store- 
keepers to  keep  track  of  who  their  best 
customers  are,  and  what  and  w  hen 


they  like  to  buy. 

Forbes  watches  Yuji  Mariyama, 
store  manager  of  a  company-ow  ned 

Eleven  outlet  in  western  Tokyo,  to 
sec  how  he  uses  the  computer  to  track 
the  3,000  items  in  his  store.  Some 
40%  of  sales  are  perishable  items  that 
have  to  be  reordered  daily.  The  infor- 
mation on  these  and  other  products  is 
presented  in  easy-to-follow,  brightly 
colored  graphs  and  numerical  data 
that  show  w  hat  products  are  moving 
at  w  hat  time  of  the  day  under  w  hat 
weather  conditions.  Says  Makoto 
Usui,  general  manager  of  7- Eleven's 
information  systems  department: 
"Information  is  not  meaningful  un- 
less it's  easy  to  use."  Most  franchisees 
arc  ex  mom-and-pop  shop  ow  ners. 

From  his  computer,  Mariyama 
knows  that  72%  of  his  customers  are 
male.  And  he  knows  to  restock  his 
shelves  with  the  types  office  dishes 
that  are  popular  with  the  young 
salarymen  who  shop  betw  een  7  and  9 
p.m.  Similarly  with  the  potato  chip 
snacks  kids  buy  on  the  way  home  from 
school. 

The  PC  also  regulates  store  equip- 
ment such  as  refrigerators  and  air 
conditioners,  automatically  contact- 
ing maintenance  companies  when 
something  is  amiss. 

Shopkeeper  Mariyama  notes  that 
the  store  lias  recently  done  a  poor  job 
when  ordering  cold  noodle  dishes — 
some  19%  of  his  stock  has  had  to  be 
thrown  out.  He  blames  bad  weather 
and  will  order  less  from  now  on  when 
the  weather  is  bad. 

Mariyama  presses  another  button 
on  the  PC.  Up  comes  a  color  graphic 
display  showing  which  areas  of  his 
store  are  contributing  the  most  to 
sales  and  profits. 


It's  time  to  reorder  soft  drinks. 
Data  from  the  PC  are  downloaded  intc 
a  hand-held  terminal,  made  by  nkc 
Mariyama  sees  which  brands  are  gain- 
ing popularity*  and  w  hich  brands  he 
should  cut.  Sometimes  a  message 
from  7- Eleven's  headquarters  flashes 
on  the  screen,  telling  him  of  a  new, 
drink  that  is  a  hit  in  other  stores. 

"7-Eleven's  system  is  a  learning 
device,"  says  Kaz  Uchida,  a  vice  presi- 
dent at  the  Boston  Consulting  Group 
in  Tokyo.  "As  the  process  is  repeated, 
ordering  precision  increases." 

At  7- Eleven's  Tokyo  head  office, 
daily  sales  to  the  5  million  customers 
who  visit  7- Eleven  Japan's  stores  are 
analyzed.  The  aggregate  results,  as 
well  as  the  data  from  individual  stores, 
are  used  by  7-Eleven  Japan's  650  field 
counselors  to  help  stores  make  more 
money.  To  get  the  most  out  of  all  this 
raw  data,  7-Eleven  is  currently  adding 
a  very  powerful  Hewlett-Packard  dis- 
tributed client/server  system.  Its 
workstations   will    allow    7 -Eleven! 
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ABOVE: 

Time  to  reorder.  A 
7-Eleven  Japan  shop- 
keeper sees  which 
brands  to  cut. 
LEFT: 

A  7-Eleven  Japan 
personal  computer 
screen 

Easy-to-read 
graphs  track  sales 
and  inventory. 


headquarters1  stall  to  pool  informa- 
j  ion  prev  iously  available  only  to  cer 
||ain  departments. 

The  technology  is  paying  off  for  the 
fanchisces.  Average  daily  sales  per  7- 
ileven  store  are  more  than  30%  high- 
r  than  at  Family  Mart,  7  Eleven's 
nost  direct  rival.  That's  why  franchi- 
ees  sign  on  and  pay  7  Eleven  Japan 
cry  high  royalty  fees — around  43%  of 
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annual  gross  profits,  versus  35%  at 
rival  Family  Mart.  (7-Eleven  pays  lor 
80%  of  a  store's  utilities.) 

What  works  for  the  franchisees 
benefits  the  company.  Japan's econo 
my  is  quite  soft  these  days.  But  for  the 
fiscal  year  ended  this  February,  7- 
Klcvcn  Japan's  net  earnings  increased 
by  nearly  11%,  to  $410  million,  on 
revenues  of  $1.6  billion.  7- Eleven 


Japan's  operating  margins  of  43%  arc 
double  those  of  Family  Mart.  Return 
on  equity:  19%. 

Suppliers  benefit  from  this  infor 
mation  net,  too.  7-Eleven  Japan  pro- 
vides its  market  data  to  help  manufac 
turers  develop  new  products.  One 
example:  Last  year's  big  new  seller, 
devised  with  7-Eleven's  help,  w  as  De 
kavita  G,  a  vitamin  enriched  drink. 

Its  information  power  and  huge 
sales  volume  give  7- Eleven  Japan 
enormous  leverage  over  suppliers, 
helping  its  franchisees  gel  better 
prices  and  preferred  access  to  hit 
items.  More  than  35  companies  now 
have  special  factories  making  prod- 
ucts for  7-Eleven  exclusively. 

Delica  Ace,  a  wholly  owned  subsid 
iarv  of  food  giant  Ajinomoto,  pro 
duces  sandwiches  and  prepared  rice 
dishes  exclusively  for  200  7  Eleven 
stores  in  the  Tokyo  area.  At  10:30 
each  morning  Delica  Ace  President 
Takehiko  Tomita's  factory  receives 
electronically  the  first  orders  from  7- 
Eleven  stores.  That  is  less  than  5  hours 
until  delivery  time,  yet  it  takes  10  to 
12  hours  actually  to  prepare  the  food. 
So  Tomita  uses  7  Eleven's  computer 
system  to  forecast  demand.  Orders 
are  filled  three  times  a  day,  so  stores 
have  fresh  food  when  they  need  it. 

Other  manufacturers  in  the  area 
bring  their  goods  to  the  Delica  Axe 
factory,  where  they  are  sorted  by  store 
using  bar  code  scanners.  Such  cooper- 
ative deals  have  cut  the  number  of 
trucks  visiting  each  7  Eleven  Japan 
store  from  34  a  day  in  1980  to  12 
now.  Store  clerks  vv  aste  less  time  han 
dling deliveries.  And  7  Eleven  avoids 
building  its  own  distribution  centers. 

To  bring  in  more  shoppers,  7-Elev- 
en  Japan  is  using  its  computer  net- 
work to  add  new  serv  ices.  Customers 
can,  for  instance,  now  pay  insurance 
and  utility  bills  at  stores. 

Question:  When  miglit  the  5,673 
7-Eleven  stores  in  the  II. S.  start  to  use 
tliis  impressive  technology?  Toshi- 
fumi  Suzuki,  now  chairman  of  7- 
Kleven  Japan  and  the  brains  behind 
the  company's  network,  is  in  no  hur- 
ry. His  first  step  is  to  get  Southland's 
U.S.  franchisees  to  count  inventory- 
by  hand!  Suzuki  believes  Southland 
and  its  franchisees  must  understand 
the  importance  of  such  information 
before  it  is  worth  spending  a  lot  ol 
money  on  hardware.  ■■ 
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Eaton  Corp.  is  about  to  introduce  automatic 
transmissions  for  big  trucks.  What  will  all 
those  macho  truckers  say? 

Don't  clutch 


By  Dyan  Machan 

Karen  Brazee  is  48,  weighs  140 
pounds,  is  a  grandmother  of  two  and 
makes  her  liv  ing  driving  big  trucks. 
On  a  test  track  in  Marshall,  Mich., 
Brazee  presses  on  the  accelerator  of  an 
18- wheel,  16-ton  Peterbilt  rig.  As 
speed  increases,  a  beep  sounds  and  an 
arrow  lights  up  on  the  dashboard.  As 
Brazee  eases  up  slightly  on  the  pedal, 
the  engine  automatically  shifts  to  a 
higher  gear.  Soon  she's  cruising  along 
at  50  miles  per  hour  in  ninth  gear. 
"How  can  you  not  like  easy?"  asks 
Brazee,  who  hasn't  once  had  to  shift 
gears  manually. 

That's  what  Eaton  Corp.,  the  $3.9 
billion  (sales)  truck  component  man- 


ufacturer, likes  to  hear.  Cleveland- 
based  Eaton,  the  nation's  largest 
truck  transmission  maker,  is  gambling 
$10  million  and  six  years  of  develop- 
ment work  that  its  new  AutoSelect 
transmission  will  cut  training  costs  in 
half  (drivers  typically  spend  nearly 
three  weeks  just  learning  how  to 
shift),  save  fuel,  and  maybe  even  help 
ease  the  industry's  severe  driver  short- 
age by  luring  more  jockey-size  men — 
and  women — onto  the  road. 

"We  will  change  the  stereotypical 
truck  driver.  AutoSelect  will  attract 
fewer  macho  types,"  says  Henry  Hol- 
land, an  Eaton  vice  president. 

Maybe,  maybe  not.  Trucking  is  a 


Karen  Brazee,  driver  of  big  rigs  for  Schneider  National 

Loves  the  automatic,  but  that  may  be  a  minority  opinion. 


rugged  business,  where  macho,  male 
owner/operators  typically  specify  to 
the  manufacturer  precisely  what  fca 
tures  they  want — down  to  the  type  of 
rearview  mirror.  "Truckers  like  to 
shift,"  growls  Robert  Powell,  presi 
dent  of  USA  Trucks,  a  550-tractor  fleet 
based  in  Van  Buren,  Ark. 

That's  a  view  shared  by  Robert 
Houtman,  who  runs  a  driver  training 
program  for  Eaton.  "It's  silly  to  think 
that  an  automatic  transmission  is  go 
ing  to  make  more  people  want  to 
drive  trucks,"  says  Houtman.  "The 
new  transmission  does  nothing  to 
change  the  fact  that  the  pay  is  low  [the 
industry  median  is  $22,000  a  year 
and  the  driver  is  never  home." 

But  AutoSelect  has  other  things 
going  for  it  that  should  appeal  to  the 
big  fleet  operators,  which  have  some 
30%  of  the  market.  Eaton  believes  the 
new  transmission  could  save  3%  to  4% 
of  fuel  costs  for  the  average  driver. 
After  labor,  fuel  is  the  truckers'  big-j 
gest  cost — nearly  20%  of  operating 
expenses.  Schneider  National  oi 
Green  Bay,  Wis.,  a  $1  billion  (sales] 
outfit  that  operates  an  8,000-tractoi 
fleet,  figures  it  could  save  $2  million  a 
year  just  by  reducing  its  fuel  costs  by 
about  1.5%.  Says  President  Donald 
Schneider:  "If  it  [AutoSelect]  saves; 
fuel,  we're  there." 

Eaton  hasn't  yet  priced  AutoSelect. 
but  it  is  expected  to  cost  truckmakers 
between  50%  and  100%  more  than  the 
$2,500  or  so  Eaton  basic  manual 
transmission.  Nor  is  there  any  sense 
yet  of  what  maintenance  costs  could 
run  on  the  new,  computer-operated 
transmission.  To  calm  customer  con-) 
cerns  about  the  unproven  product. 
Eaton  will  cover  AutoSelect  under  its 
standard  750,000-mile  warranty. 

Eaton  hopes  AutoSelect  will  help 
jump-start  its  share  of  the  truck  trans- 
mission market,  which  has  downshift- 
ed to  about  75%  from  80%  five  year? 
ago.  Eaton  figures  AutoSelect  could 
add  $100  million  to  the  company?! 
estimated  $600-million-a-year  trans 
mission  sales  by  the  year  2000. 

But  the  nagging  question  remains 
Will  truckers  go  for  it?  Ask  Adonn^ 
Briske,  an  Eaton  driving  instructor 
who  drove  a  truck  for  24  years.  Loyali 
ly,  she  thinks  the  AutoSelect  is  a  find 
product.  But  she  confides:  "I  woulc 
take  my  old  13-speed  manual  anv 
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We  thought  you'd 

like  to  know  what's  Some  stores  buy  a  sweater 

"I  •       1  or  a  shirt  off  the  shelf  from 

Ot^l  IXI 1CX  d  a  manufacturer,  sew  their 

t  -|    j-p\       1®1    1       1         names  on  the  collar,  and 

Lands  mid  label.  «•»  bbd- 

merchandise. 

Not  us.  At  Lands'  End,  we  don't  put  our  label  on  anything 
unless  we  have  a  big  hand  in  designing  and  manufacturing  it- 
and  then  checking  to  make  sure  if  s  up  to  snuff. 

We're  very  finicky.  We  may  have  a  perfectly  fine  wool 
sweater,  or  an  Oxford  buttondown  shirt  the  whole  world 
thinks  is  super.  But  we  keep  tinkering  with  it  -  to  see  if  we 
can't  improve  it  somehow. 

Often  that  involves  putting  back  features  and  construction 
details  that  others  have  taken  out  over  the  years.  We  won't 
chintz  on  anything  just  to  make  an  item  cheaper. 

We  believe  everything  in  our  catalog  should  be  a  quality 
product  at  a  fair  price. 

You  see,  where  we  come  from  -  the  sweet  farm  country 
of  Dodgeville,  Wisconsin  -  we  still  believe  in  doing  an  honest 
day's  work.  And  we  expect  the  same  of  the  things  we  sell. 

Guaranteed.  Period! 


«:'/95W.  lands  ' End.  Inc. 


r 


If  you'd  like  a  free  catalog,  call  us  any  time,  24  hours  a  day,  at  1-800-356-4444 
Or  mail  this  coupon  to:  1  lands'  End  Lane,  Dept.  YX,  Dodgeville,  WI  53595 

Name  

Address  


City  State  Zip  

Phone   I  Day/Night  (.circle  one) 


Remember  when  your  town  had  to  close  its  swimming 
pool  because  it  couldn't  get  liability  insurance? 
The  Supreme  Court  will  soon  decide  whether  that 
was  the  fault  of  an  explosion  in  litigation— 
or  those  wicked  insurance  companies. 

Blaming  the 
victim 

By  David  Frum 


California  courts  used  to  award 
large  sums  of  money  in  municipal 
liability  cases,  even  where  the  plain- 
tiffs didn't  file  their  claims  until  years 
after  the  town's  insurance  policies 
lapsed. 

By  the  middle  1980s  insurance 
companies  were  sick,  of  being  the  sack 
out  of  which  judicial  Santa  Clauses 
pulled  presents.  "There  was  a  sudden 
drying  up  of  insurance  for  municipali- 
ties," recalls  California  Assistant  At- 
torney General  Kathleen  Foote. 

Nasty  insurance  companies.  The 
self-righteous  California  politicians 
and  bureaucrats  filed  an  antitrust  suit 
against  them.  Thus  began  the  biggest 
antitrust  case  since  the  AT&T  breakup: 
Hartford  Fire  Insurance  Co.  v.  the 
State  of  California,  and  18  other 
states. 

Any  day  now  the  U.S.  Supreme 
Court  will  decide  whether  California 
can  go  ahead  with  its  lawsuit.  If  the 
top  court  says  yes,  and  California  is 
successful,  get  ready  for  a  big  increase 
in  state  regulation  of  insurance — and 
a  possible  resurgence  of  the  insurance 
shortage  of  1986. 

Among  other  demands,  California 
wants  the  organization  that  standard- 
izes insurance  contracts  to  be  staffed 
by  political  appointees  instead  of  by 
people  from  the  private  sector. 

California's  lawsuit  was  prompted 
by  a  change  in  the  way  insurance  is 
written.  In  the  early  1980s  reinsurers 
(who  insure  insurers)  began  to  insist 
that  the  liability  policies  sold  to  Amer- 
ican  municipalities   change.  Until 


then,  insurance  was  generally  written 
on  an  "•occurrence"  basis.  An  insur- 
ance company  would  sell  a  three-year 
general  liability  policy  to  a  town.  If 
anybody  was  injured  on  public  prop- 
erty during  those  three  years,  the 
insurance  company  would  have  to 
pay — even  if  the  injury  didn't  come  to 
light  for  years. 

Then  came  the  liability  explosion. 
Five,  10, 15  years  after  policies  lapsed, 
plaintiffs  were  winning  big  awards  on 
claims  that,  among  other  things,  they 
had  been  exposed  to  pollutants  years 
before. 

So  reinsurers  demanded  that  insur- 
ance be  sold  to  municipalities  on  a 
"claims-made"  basis  instead:  They 
would  insure  only  against  claims  filed 


during  the  life  of  the  policy.  And  they 
would  not  insure  against  pollution 
liability  at  all. 

California  charges  that  the  reinsur- 
ers' demands  for  "claims-made"  poli- 
cies were  not  a  rational  response  to 
the  market  conditions  created  by  the 
state's  own  courts.  The  state  claims 
the  demand  was  a  sinister  conspiracy. 

On  the  lace  of  it,  the  state  doesn't 
have  much  of  a  case.  Insurance  is  a 
brutally  competitive  industry.  The 
single  largest  U.S.  insurer,  American 
International  Group,  has  only  a 
17.5%  share  of  the  commercial  gener- 
al insurance  market.  The  top  five 
companies  together — Ait;,  Chubb, 
Aetna,  Crum  &  Forster  and  CNA — 
have  a  total  of  not  quite  40%.  And 
Lloyd's  of  London,  the  world's  big- 
gest reinsurer,  isn't  a  company  at  all: 
It's  more  like  the  New  York  Stock 
Exchange,  a  market  for  thousands  of 
entrepreneurs  and  syndicates.  The 
U.S.  Department  of  Justice  conclud- 
ed in  1987  that  any  suggestion  of 
"concerted,  anticompetitive  actions 
by  insurers"  is  "implausible." 

Adding  to  the  weakness  in  Califor- 
nia's case  is  the  fact  that  many  of  the 
leading  reinsurers  are  based  overseas. 
The  rules  of  international  law  normal- 
ly prevent  American  states  from  en- 
forcing U.S.  law  against  foreign  com- 
panies doing  business  on  their  own 
soil  for  much  the  same  reason  that 
they  prevent  Iran  from  enforcing  Is- 
lamic law  here. 

Third,  and  the  biggest  impediment 
of  all  to  the  California  suit:  Because 
they  are  regulated  by  the  states,  insur- 
ance companies  are  specifically  ex- 
empted from  the  antitrust  laws  by  the 
McCarran-Ferguson  Act  of  1945. 
But  insurance  companies  are  not  ex- 
empt if  they  cut  off  coverage  altogeth- 
er. So,  is  the  refusal  to  write  occur- 
rence policies  a  conspiracy  to  cut  off 
coverage  or  a  rational  response  to 
slaphappy  courts? 

California's  very  first  demand  is  that 
"the  court  adjudge  and  decree  that 
defendants  and  co- conspirators  havel 
engaged  in  an  unlawful  combination 
and  conspiracy.  ..."  This  is  the  com- 
mercial equivalent  of  blaming  the  vic- 
tim for  the  crime.  Courts  rule  in  such  a 
way  that  companies  are  almost  guaran- 
teed to  lose  money.  When  companies 
refuse  to  play,  California  says  they  are 
committing  a  crime.  ■ 
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Fran  klik 

RETIREMENT      PLANNING      G  U  ID  E 


Can  You  Use  A  Steady  Source  of 
Income  After  You  Retire? 


You  probably  have  great  plans  for  your  own 
retirement.  And  right  now  is  always  the  best 
time  to  start  building  a  foundation. 

Franklin  s  Retirement  Planning  Guide  is  a 
valuable  resource  that  can  help  you: 

♦  Estimate  the  retirement  income  you  will 
need. 

♦  Create  a  plan  that  delivers. 

♦  Choose  the  funds  that  can  make  your 
plan  work.* 


Mutual  funds  may  be  an  ideal  choice  for  the 
long-term  goals  of  retirement  planning. 
Whether  you  are  interested  in  a  conservative 
investment  or  one  that  seeks  aggressive  growth, 
Franklin  has  a  fund  to  match  your  objectives. 

Call  your  investment  advisor  or  Franklin  today. 

1  -800-342-FUND 
EXT  1478 


Call  for  a  free  prospectus  containing  more  complete 
information,  including  charges  and  expenses.  Please 
read  it  carefully  before  you  invest  or  send  money. 
tAn  investment  in  a  Franklin  fund  does  not  guaran- 
tee that  your  retirement  expenses  will  he  met. 


FRANKLI  N/TEMPLETON   DISTRIBUTORS,  INC. 
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understands  the  benefits  of  power  more  than  a  truck  company.  An  attitude  capably  put  into 
:  in  our  Safari  XT  -  a  midsize  van  endowed  with  the  most  powerful  standard  engine  in  its  class, 
g  you  to  comfortably  tow  up  to  5.500  pounds,  the  best  in  its  class* 

k  strengths  further  refined  with  the  technology  of  standard  4-wheel  anti-lock  braking  safety.  And 
veather  security  of  available  all-wheel  drive.  Why  not  call  1-800-GMC-TRUCK  (1-800-462-8782) 
e  advantages  of  our  90  years  of  experience.  It  could  be  your  first  step  to  bigger  and  better  things. 

;rly  equipped  including  trailer,  passengers,  cargo  and  equipment. 

Truck  and  Safari  are  registered  trademarks  of  General  Motors  Corp.  Buckle  up.  America! 
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The  West  financed  the  wrong  kind  of 
reform  in  Eastern  Europe  and  is  prescribing 
the  same  dumb  medicine  for  Russia. 

The  high  cost  of 
Jeffrey  Sachs 


BY  STEVE  H.  HANKE  &  SIR  ALAN  WALTERS 


Steve  H.  Hanke  is  a  professor  of 
Applied  Economics  at  The  Johns  Hopkins  University 
in  Baltimore  and  Sir  Alan  Walters  is  vice  chairman 
of  AIG  Trading  Corp.  in  Washington,  D.C. 


Many  a  bitter  harvest  has  been 
reaped  from  egregious  errors  sown  by 
prestigious  pundits.  Nowhere  is  this 
more  obvious  than  in  Eastern  Eu- 
rope, where  governments  are  paying 
with  unemployment  and  stagnation 
for  following  malignant  advice. 

A  damning  report  has  been  issued 
by  the  European  Commission  in 
Brussels  and  the  London-based  Cen- 
ter for  Economic  Policy  Research.  It 
details  what  went  wrong  with  eco- 
nomic reforms  in  Eastern  Europe. 

The  villains  of  the  report  are  the 
"shock  therapists,"  such  as  Harvard's 
Jeffrey  Sachs.  They  recommended  the 
use  of  massive  monetary  squeezes  to 
shock  these  economies  into  life. 
Shock  therapy  worked  in  Germany 
after  World  War  II,  when  applied  to  a 
free  market  economy  with  social  in- 
frastructure in  place.  But  Russia  and 
Eastern  Europe  in  1993  are  not  Ger- 
many in  1948.  Their  economies  are 
rigid,  unreformed  and  bureaucratic. 
Instead  of  bringing  them  to  life,  shock 
therapy  just  imposes  pain. 

The  Sachs-type  shock  therapy  has 
caused  severe  slumps  in  output  and 


employment.  With  their  political 
power,  the  many  large  state-owned 
enterprises  effectively  forced  banks 
and  suppliers  to  roll  over  past  loans 
and  capitalize  arrears.  As  a  result  nei- 
ther banks  nor  suppliers  could  ad- 
vance enough  credit  to  the  private 
sector  struggling  to  be  born. 

Forbes  published  an  interview  with 
one  of  us  (Walters,  Feb.  5, 1990).  That 
interview  took  place  in  January  1990, 
the  month  in  which  the  Poles  imple- 
mented their  shock  therapy  reforms. 
The  interview  predicted  the  reforms 
would  end  badly.  They  have. 

There  is  no  graceful  way  of  saying 
we  told  you  so.  But  the  truth  of  the 
matter  is  that  any  open  mind  that  had 
reflected  on  the  records  of  other  deso- 
cializing,  disinflating  countries,  such 
as  Chile  or  even  Britain,  could  have 
told  you  so.  But  macroeconomists, 
who  seem  to  possess  a  trained  inca- 
pacity to  recognize  economic  reality, 
don't  seem  to  have  open  minds. 

If  they  did,  they  would  remember 
that  even  formidable  reformers,  such 
as  Mrs.  (now  Lady)  Thatcher,  could 
not  prevent  the  politically  well-con- 
nected but  loss-making  state-owned 
enterprises,  or  influential  large  private 
corporations,  from  getting  the  lion's 
share  of  the  credit  at  the  expense  of 
the  small  fry.  Nor,  effectively,  could 
the  reformers  privatize  the  big  fish 
without  much  preparation  and  sub- 
stantial changes  in  corporate  gover- 
nance and  management. 

In  ministerial/adviser  meetings  in 
Warsaw  in  November  1989,  we  were 
given  the  following  forecasts,  which 
can  now  be  compared  with  reality. 

Forecast:  Output  would  fall  by 
about  5%  for  six  months,  then  the 
recovery  and  growth  would  begin. 


Result:  Industrial  production  fell  lik< 
a  stone,  declining  by  25%  in  the  firs 
quarter  of  1990  alone.  It  has  contin 
ued  to  shrink,  albeit  at  a  slower  rate 
until  the  second  quarter  of  1993. 

Forecast:  With  the  zloty  "pegged' 
at  9,500  to  the  dollar,  inflation  wouk 
fall  in  a  year  or  two,  and  then  remain  a 
levels  experienced  in  the  West.  Result 
The  zloty  took  a  one-way  trip  dowr 
into  the  cellar  and  now  trades  a, 
16,290  to  the  dollar.  Annual  inflatiot 
remains  at  about  40%. 

Forecast:  A  massive  shakeout  o 
the  state-owned  enterprises  wouk 
occur  within  two  years,  with  tin 
privatization  of  50%  (or  70%,  ac 
cording  to  some  measures)  of  thi 
public  sector.  Result:  There  has  beet 
virtually  no  shakeout  of  the  big  state 
owned  enterprises,  which  continui 
to  gobble  up  the  lion's  share  oi 
Polish  credit.  Even  though  there  ar< 
repeated  promises  of  "mass  privati 
zation,"  little  has  been  accom 
plished  to  date.  Only  about  200,00« 
workers  are  employed  by  credit: 
starved,  newly  privatized,  small  anc 
medium-size  enterprises. 

Not  surprisingly,  the  Polish  gov 
ernment  and  its  external  advisers  hav< 
used  the  state's  propaganda  machini 
ery  to  portray  Poland's  dismal  record 
as  a  great  success.  Even  those  wh< 
should  know  better,  visitors  such  a 
George  Bush  and  Richard  Nixon 
have  been  taken  in.  The  fact  is  tha 
reforms  are  a  bust. 

Unfortunately  for  the  world,  th» 
architects  of  shock  therapy  no\i 
dominate  the  reforms  in  Russia.  Bo 
ris  Yeltsin's  economic  point  man  ii 
none  other  than  Jeffrey  Sachs,  an« 
Sachs'  sidekick,  David  Lipton,  i 
now  a  deputy  assistant  secretary  ii 
the  U.S.  Treasury.  Sachs  has  workec 
tirelessly  to  promote  a  Russian  re 
form  based  on  his  Polish  model 
Yeltsin  is  ready  to  swallow  the  medii 
cine.  Sachs  is  asking  for  $32  billion 
year  in  Western  aid  to  finance  hij 
faulty  reforms. 

Don't  give  it  to  him.  A  Polisl 
failure  is  serious  but  not  a  disaster  fa 
the  West.  A  Russian  failure  (and  Rus 
sia  is  much  more  socialized  than  Po 
land)  would  be  a  catastrophe.  Thi 
West  should  just  say  no  to  financinj 
shock  therapy  in  Russia  and  insist  tha 
the  Russians  adopt  a  more  sensible 
path  to  reform.  ■ 
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What  do  you  do  when  your  partner 
tells  you  he's  sleeping  with 
the  venture  capitalist  who 
backed  your  business? 

How  not  to  start 
a  company 


By  Phyllis  Berman 

Jamks  SHOOTER  has  some  advice  for 
people  who  need  to  raise  money  to 
start  a  business:  Make  darned  sure 
that  you  retain  effective  control. 
Shooter  started  a  successful  business 
only  to  be  thrown  out.  At  41,  he's 
both  older  and  wiser  and  starting 
again.  Here's  his  sad  story,  as  narrated 
by  Shooter  to  Forbes  in  conversation 
and  in  court  documents. 

In  1989,  then  37,  Shooter,  former 
editor-in-chief  at  Marvel  Comics,  de- 
cided to  go  into  business  for  himself. 
(He  had  just  lost  out  to  billionaire 
Ronald  Perelman  in  a  bid  to  take  over 
Marvel.)  Shooter  hooked  up  with  a 
publishing  veteran,  J.  Winston 
Fowlkes,  and  an  entertainment  law- 
yer, Steven  Massarsky,  to  form  a  new 
comic  book  company,  Voyager  Com- 
munications Inc. 

Shooter  knew  the  business  inside 
out,  having  sold  his  first  comic  book 
scripts  when  he  was  13.  He  knew  that 
existing  comic  books  were  written 
largely  for  cultists,  mostly  men  18  to 
35  who  had  been  following  the  char- 
acters and  were  hooked  on  them. 
Shooter's  idea  was  to  broaden  the 
market  w  ithout  turning  off  the  cult- 
ists. So  for  Voyager  he  created  such 
characters  as  Magnus  Robot  Fighter, 
who  lives  in  a  world  that  Shooter 
created  for  A  D.  4000;  there  he  match- 
es his  cunning  against  the  vicious 
gophs  of  the  lower  level  of  North  Am. 
Shooter's  Voyager  creations  have  be- 
come among  the  hottest  books  trad- 
ing hands  among  comic  aficionados. 

But  if  the  products  were  a  success, 
the  partnership  wasn't.  Among  other 
things,  sex  reared  its  head.  The  deal 
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was  set  up  to  give  three  seats  and 
control  of  the  board  to  the  partners. 
The  venture  capitalist  that  put  up  $4 
million  in  cash,  Triumph  Capital, 
would  get  two  seats  on  the  board. 

What  follows,  remember,  is  Shoo- 
ter's side  of  the  story.  Massarsky  is  not 
willing  to  talk  about  the  situation.  He 
says  only,  "Jim  has  been  going 
around  lying  about  things,  and  I  will 
bring  legal  action  if  the  things  he  says 
are  not  true." 

According  to  Shooter,  two  months 
after  the  firm  was  capitalized,  he  got  a 
shock.  On  a  wintry  evening  he  and 
Massarsky  left  the  office  together.  As 
they  walked,  Massarsky  turned  awk- 
wardly to  Shooter  and  blurted: 
"There's  something  I've  got  to  tell 
you.  I've  been  seeing  Melanie." 
Comic  book  had  become  soap  opera. 
Massarsky's  lover,  Melanie  Okun,  was 
a  partner  at  Triumph  Capital  and  a 
Voyager  board  member.  "I  should 
have  walked  away  that  moment,  but  I 
didn't,"  says  Shooter  now.  It  wasn't 
that  he  was  morally  outraged.  "I  had 
unknowingly  become  a  minority  be- 
fore the  business  had  even  started." 
The  way  he  saw  it,  Massarsky  would 
now  team  up  with  Okun  and  the 
other  board  member  from  Triumph 
to  outvote  him.  "My  blood  ran  cold," 
says  Shooter.  "I  said  'Steve,  you  can't 
do  this.  This  is  a  conflict.'  " 

Fowlkes,  the  financial  man  in  the 
group  and  a  30-year  veteran  of  Time 
Inc.,  thought  so,  too.  He  complained 
to  Massarsky  about  potential  conflict 
of  interest.  Within  months,  Okun, 
Massarsky  and  the  third  Triumph 
member  fired  Fowlkes,  supposedly 


for  incompetence. 

Shooter  soldiered  on.  But  soon  h 
and  Massarsky  had  a  falling- out  ovfi 
strategy.  Massarsky  wanted  to  aim  fc 
the  mass  market  without  delay.  Ff 
negotiated  with  Nintendo  to  get  th 
comic  book  rights  for  Super  Mari 
game  characters.  But  the  Super  Mari 
book  characters  didn't  sell,  and  Voj 
ager  began  bleeding,  eventually  lo: 
ing  S3. 3  million  in  2xh  years.  FinafS 
in  mid-1991,  Shooter  convince 
Massarsky  to  go  back  to  their  origin 
scheme  of  creating  superheroes  life 
Magnus  and  gradually  making  then 
more  friendly  for  the  mass  market.  B 
February  of  1992  the  company  bega 
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ho  turn  a  profit,  and  soon  prices  for 
back  issues  began  to  surge,  which 
meant  that  current  issues  would  sell  as 
Ivell — collectors  want  to  assure  they 
pick  up  every  volume  in  a  series, 
i  Oh,  yes,  a  note  for  $600,000  held 
hy  Triumph  Capital  was  overdue,  but 
Shooter  wasn't  worried.  Although 
Massarsky  and  Okun  were  married  by 
pen,  Shooter  clung  to  the  hope  that 
ultimately  he  could  regain  control  by 
buying  them  out. 

.  Rut  his  worst  fears  were  about  to 
lome  true.  Secretly,  Melanie  Okun 
|ad  contacted  her  brother,  Glen,  a  vice 
resident  at  Allen  &  Co.  He  came  up 
rith  a  plan  to  have  Triumph  Capital 


James  Shooter 
Where  were  the 
superheroes 
when  he 
needed  them? 


sell  some  of  its  interest  in  Voyager  to 
investors  such  as  Charles  Lazarus  of 
Toys  "R"  Us,  Hollywood  agent  Mi- 
chael Ovitz  and  Wayne  Huizenga 
from  Blockbuster  Video.  When  he  first 
learned  of  this,  Shooter  says,  he  was 
delighted.  "I  thought,  'Oh,  good, 
with  partners  like  this  we'll  have  comic 
racks  in  Blockbuster  stores.  And  with 
this  kind  of  muscle  there  could  easily 
be  Voyager  toys  or  movies." 


It  was  only  later  that  Shooter 
learned  there  was  more  to  the  deal. 
He  was  to  be  offered  an  employment 
contract  that  bound  him  for  ten  years 
but  allowed  him  to  be  fired  at  the 
whim  of  Glen  Okun.  Shooter  said  no 
to  the  contract  and  was  fired.  "They 
told  me  not  to  go  back  to  my  office 
because  two  armed  security  guards 
were  on  duty  there,"  says  Shooter. 

Triumph  accelerated  payment  on 
the  note  and  declared  Voyager  in 
default.  The  newlyweds  then  told 
Shooter  that  because  he  had  left  the 
company,  Voyager  had  a  right  to  re- 
purchase 25%  of  his  stock  at  face 
value,  for  $16,000,  at  a  time  when  the 
company  was  routinely  throwing  off 
$500,000  a  month.  The  price  of  the 
rest  of  his  shares?  To  be  determined. 

After  a  long  arbitration,  Shooter 
says  he  walked  away  with  $500,000 
for  his  20%  of  the  company,  payable 
over  three  years.  Shooter's  invest- 
ment bankers  from  McFarland  Dew- 
ey &  Co.  estimated  that  Voyager  was 
worth  $15.5  million  at  that  time. 
Today  the  company  could  be  worth  as 
much  as  $30  million. 

Jim  Shooter  has  made  a  comeback. 
He  started  a  new  company,  this  time 
with  investors  who  guaranteed  him 
control.  "I  wanted  investors  who 
didn't  vote,"  he  says.  He  had  little 
trouble  lining  them  up  because  of  his 
reputation  as  one  of  the  most  creative 
types  in  the  comic  book  business.  "In 
a  lot  of  ways  I  feel  like  I'm  the  last  guy 
in  the  buttonhook  business,"  he  says, 
"and  I  really  know  how  to  bend  those 
buttons.  By  the  end  of  the  Sixties 
most  of  the  older  guys  [in  the  comic 
book  business]  were  dead  or  retired, 
and  very  few  came  into  this  business  in 
the  Fifties  and  Sixties.  Until  the  cult 
market  developed,  unemployed  car- 
toonists were  walking  the  streets.  But 
I  stuck  with  it." 

Shooter  is  hard  at  work  on  an  en- 
tirely new  organic  universe  of  super- 
hero characters  who  inhabit  a  world 
where  murder  is  a  misdemeanor  but 
failure  to  recycle  is  a  capital  offense. 

His  new  series  is  appropriately 
named  Defiant.  Says  Shooter,  "I 
named  it  for  the  attitude  I  bring  to 
this  operation.  I  will  never  be  fired 
again.  I  will  never  have  my  creations 
wrested  from  my  control." 

Shooter  insists  his  story  is  true  and 
adds  sex  and  business  don't  mix.  HI 
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The  most  stunning  advance  in  car  control 
in  20  years  can't  be  explained  in  one  line. 

It  takes  two. 


TtieInfinitiQ45a. 


To  learn  more  ahout  Infiniti,  call  1-800-826-6500.  ©  1QQ3  Infiniti  Division  of  Nissan  Motor  Corporation  U.S.A.  'Q45a  model. 


Traditional  suspension. 


Full-Active  Suspension." 


After  a  century,  the  basic  concept  of  the  au- 
tomobile hasn't  changed  much.  Once  in  a  great 
while,  however,  fundamental  thinking  gets  a  shove 
forward.  This  is  one  ofth  ose  rare  times. 

Panic  stop  with  a  traditional  suspension  and 
the  nose  dives  down.  That's  because  about  two 
tons  of  weight  suddenly  shifts  to  the  front,  and 
springs  and  shock,  absorbers  can  only  provide  you 
with  a  cushion. 

At  Infiniti,  we  realized  a  more  advanced  so- 
lution was  possible  today.  So  we  created  the  world's 
first  production  Full-Active  Suspension  system* 
Active"  because  it  uses  hydraulics  to  constantly 
adjust  the  height  of  each  corner.  Almost  like  four 
little  high-speed  elevators.  Eleven  sensors  and  a 
sophisticated  computer  counteract  forces  to  help 
keep  the  car  virtually  level. 

What  it  does  for  control  is  hard  to  describe 
ible.  So  visit  your  Infiniti 
isi  Drive.  You  may  only  have 
to  go  across  town,  but  you  11  be  moving  into  the 
next  generation. 

It's  everything  that's  possi  Ik 
INFINITI® 


Chemicals  are  a  cyclical  business,  but  did  this  down  cycle 
have  to  be  as  severe  as  it  is  for  Dow  Chemical? 


Dow's  downer 


By  Seth  Lubove 

CHEMICAL  ENGINEERS  rarely  read 
fashion  magazines.  Maybe  they 
should.  Take  women's  hairstyles.  If 
this  were  a  perfect  world  for  Dow 
Chemical  Co.,  women  everywhere 
would  be  sporting  the  Rig  Hair  look, 
for  Dow,  the  $19  billion  ( 1992  sales ) 


chemical,  plastics  and  consumer 
goods  giant,  is  a  large  producer  of  the 
chemicals  used  to  perm  hair.  But 
perms  are  down,  and  Dow's  personal 
care  division  is  sick.  Had  Dow  paid 
more  attention  to  changing  fashions 
it  might  not  have  expanded  that  divi- 


sion in  the  late  1980s. 

Dow  is  not  an  innocent  victim  ol 
the  worldwide  glut  in  basic  chemicals! 
It  is  instead  a  major  cause  of  the  glut  I 
Rather  than  tightening  its  belt  at  thJ 
end  of  the  last  boom  in  1989,  Dovl 
boosted  capital  spending  in  1990  tc 


You've  insured  your  house,  your  health, 
/our  car.  Even  your  baseball  card  collection. 

Shouldn't  you  insure  the  nest  egg  that 
ets  you  cover  all  your  bases? 

il  j 

Can  you  insure  yournest  egg?  Positively.  Whenever  you  buy  municipal  bonds, 
lake  sure  they  come  with  MBIA  insurance.  No  matter  what  happens  to  the  city 
r  state  that  issued  your  bonds — your  checks  continue  without  interruption.  Both 
ioody's  and  Standard  &  Poor's  give  their  highest  rating,  Triple-A,  to  bonds  that  we 
isure. 

What's  more,  MBIA-insured  municipal  bonds  are  not  just  safe,  they're  tax-free, 
oyou  keep  every  penny  you  earn. 

Speak  with  your  financial  advisor  about  MBIA-insured  bonds.  After  all,  if  you 
rotectyour  baseball  card  collection,  shouldn  'tyou  go  to  bat  for  your  nest  egg? 

Municipal  Bond  Investors  Assurance  Corporation,  113  King  Street,  Armonk,  New  York  10504 


Dow  Chemical 


Available  at  these 
Authorized  Retailers. 

Arizona 

The  Flax  Company,  Inc.,  Phoenix 
602.254.0840 


Georgia 
Artlite  Pens  &  Gifts,  Atlanta 
800. 327. PENS 


Illinois 

The  Flax  Company,  Chicago 
312.580.2535 


Maryland 
Bertram's  Inkwell 
Baltimore:410. 539.  PENS 
Kensington:800. 782. 7680 


New  York 
Arthur  Brown  &  Bro.,  Inc., 
Manhattan 
800. 772. PENS 
718.628.0600 

Joon  Stationery,  Manhattan 
800.782.JOON 
212.935.1007 


Texas 

Jeffrey  Stone,  Ltd.,  Houston 
713.783.3555 


Washington 
Seattle  Pen,  Seattle 
800.477. PENS 


For  other  Authorized  Retailers 
please  call  Montblanc  USA: 
800.995.4810 


MONT 
BLANC 


O 


THE   ART   OF  WRITING 


$2.1  billion,  more  than  double  the 
budget  of  1987,  putting  much  of  the 
money  into  such  cyclical  basic  chemi- 
cals as  ethylene  and  styrene.  Ethylene 
and  styrene  are  among  the  chemicals 
currently  most  in  oversupply  and  hurt 
by  the  current  slump. 

The  chemical  business  is  merciless 
to  people  who  expand  too  fast.  Be- 
cause of  the  enormous  capital  cost  of 
building  new  chemical  capacity,  fixed 
costs  are  very  high.  The  industry  rule 
of  thumb  is  that  plants  must  operate 
at  80%  of  capacity  to  break  even.  Dow 
claims  its  costs  are  somewhat  lower 
than  the  industry  average,  but  with  its 
plants  running  currently  at  84%  of 
capacity,  Dow's  earnings  still  were 
down  44%,  to  $2.01  a  share  in  1992 
(before  restructuring  charges  and  ac- 
counting changes).  They  dropped  an 
additional  28%  (excluding  one-time 
gains)  in  the  first  quarter.  Per-share 
estimates  for  full-year  1993  fall  most- 
ly around  $2.  For  a  company  that 
earned  more  than  $9  a  share  in  1989, 
that's  quite  a  comedown. 

Dow's  fall  from  grace  would  have 
been  even  more  severe  but  for  71%- 
owned  Marion  Merrell  Dow  Inc.,  the 
$3.3  billion  (1992  sales)  pharmaceu- 
tical company  that  makes  such  drugs 
as  Seldane,  a  nonsedating  antihista- 
mine, and  Nicoderm  nicotine  patches 
for  smokers.  With  the  basic  chemical 
business  moving  sluggishly,  pharma- 
ceuticals have  contributed  the  bulk  of 
Dow's  sharply  reduced  net.  But  Dow 
can  no  longer  count  on  Marion  Mer- 
rell. In  a  bad  case  of  when-it-rains-it- 
pours,  Marion's  three  biggest  prod- 
ucts hit  the  wall  all  at  once. 

Seldane  was  hurt  by  bad  publicity 
last  summer  over  possibly  fatal  side 
effects  when  taken  with  certain  other 
drugs.  That  indefinitely  postponed  its 
chances  of  being  sold  over-the- 
counter,  where  volume  sales  can  add 
up  to  big  profits. 

The  nicotine  patch  market  matured 
faster  than  expected  because  of  a  low 
success  rate  and  increased  competi- 
tion from  similar  products. 

The  highly  profitable  Cardizem,  a 
hypertension  drug  that  has  contribut- 
ed one-third  of  Marion's  sales,  came 
off  patent  last  fall.  It  now  faces  com- 
petition from  low-priced  generics, 
eroding  its  margins,  mmd's  earnings 
for  1993  are  expected  to  fall  at  least 
25%  below  1992's  $2.44  a  share. 


So  it  looks  like  a  long  period  of 
indigestion  for  Dow.  "Dow  doubled 
capital  spending  and  made  multi- 
billion-dollar  commitments  of  money 
at  the  absolute  peak  of  the  cycle,"  says 
Kidder,  Peabody  &  Co.  chemical  ana- 
lyst Paul  Leming.  "And  they  went  out 
and  paid  top  dollar  for  a  second-rate 
pharmaceutical  company." 

Dow's  official  position  is  that  it  is 
around  for  the  long  pull  and  doesn't 
tailor  its  strategy  to  the  inevitable 
cycles.  "I'm  not  an  apologist  for  be- 
ing in  the  basics  business,"  says  Dow's 
Bulgarian- born  Chairman  Frank  Po- 
poff,  57,  a  34-year  Dow  veteran  who 
became  chief  executive  officer  in 
1987.  "I  wouldn't  trade  our  polyeth- 
ylene position  for  anyone  else's  in  the 
world.  [Dow  is  the  world  leader.] 
Demand  for  the  products  hasn't  dete- 
riorated; prices  have." 

Either  way,  Dow  is  practically  giv- 


Freeport,  Tex.  ethylene  plant 
Cause  of  the  glut. 


ing  some  of  the  stuff  away.  While  the 
chemical  industry  is  suffering,  Dow's 
profit  margin  ranks  9th  among  14 
chemical  companies  in  Forbes'  An- 
nual Report  on  American  Industry. 

Popoff  and  his  management  team 
do  concede  that  Dow  needed  some 
shaking  up.  The  management  buzz- 
word these  days  is  "empowerment,' 
meaning  that  decision  making  and 
responsibility  are  pushed  down  closei 
to  operating  management.  Dow 
however,  let  decentralization  get  oui 
of  hand,  permitting  its  managers  tC 
operate  too  independently — and! 
sometimes,  at  cross  purposes — frorr 
the  rest  of  the  corporation.  This  prob 
ably  explains  why  Dow  expanded  tot 
fast  too  soon  and  is  now  payinjj 
the  price. 
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ON      THE      P  I  A  2  A      IN      NFW  YORK 


THE  REST  OF  THE  WOHJ 


THE  RADICALLY  NEW  MOORS  BOXER. 


The  others  must  be  out  there  somewhere. 

Furiously  recalibrating.  Reconcepting.  Rethinking  the  vei 
ot  what  a  motorcycle  could  be. 

Because  they've  seen  the  future,  housed  in  the  new  B 
RllOORS.  The  machine  that's  transforming  the  way  peopl> 
And  the  most  advanced  case  for  high-tech  freedom  ever  invt 

Anchored  to  a  radical  newllOOcc,  four-valve  Boxer  po' 
plant,  the  RllOORS  boasts  two  cylinders  that  produce  901- 
With  the  BMW  Motronic  engine  management  system  that  c 
mines  precisely  the  right  amounts  of  fuel  and  ignition  timir 


•  1<>93  BMW  of  Nofth  America,  Inc  The  BMW  trademark,  logo.  Paralever  and  Telelever  are  registered  'See  your  authorized  BMW  motorcycle  dealer  lor  details  about  the  limited  warranty  "For  complete  details,  see  your  Motor  Club  Benefits  Guide  Some  benefif 


itso  the  first  "adjustable"  motorcycle  designed,  like 
p  fit  itself  to  the  rider.  With  adjustable  handlebars, 
table  seat,  and  an  adjustable  windscreen. 
•  futuristic  ideal  is  endowed  with  BMW's  patented 
Ir  "rear  suspension  and  revolutionary  Telelever'"front 
jon  for  stability  and  control.  ABS-II  is  optional, 
werlooking  the  needs  of  Planet  Earth,  BMW's  unique 
converter  reduces  exhaust  and  noise  emissions  and 
pu  to  pump  adrenalin  without  clouding  the  atmo- 
XI I  in  all,  an  environmental  masterpiece  that  leads 


the  world  in  both  social  conscience  and  primal  instincts. 

But  although  its  strength  is  how  it  approaches  tomorrow, 
yesterday's  advances  have  not  been  left  behind.  As  with  any 
BMW  motorcycle,  the  new  R1100RS  arrives  with  a  reassur- 
ing, three-year,  unlimited-mileage,  limited  warranty.*  And  the 
automatic  BMW  motorcycle  Roadside  Assistance  Plan:* 

For  a  close  encounter  with  the  new  Boxer,  simply  call_ 
800-345-4BMW  for  your  nearest  authorized  dealer. 

Then  come  in  and  see  the  world  start  to  change 
shape  before  your  eyes.        FOR  THE  WORLD  AHEAD/ 


ivided  by  Cross  Country  Motor  Club,  Inc.,  Boston.  Mdssdchusetl:!  021  bb  e«cepl  in  Oihtomid  where  vrvu  e*.  .n<>  provided  by  0.r.s  Country  Motor  Club  nt  C.ilitofni.i.  Iru  .  Boi.!on,  M.isvn  husi'tls  02  I  Vi  Av.iildble  on  dll  1989  Of  Idler  BMW  moToroyi les 


Dow  Chemical 


Midland,  Mich. 
Saran  plant 
An  early 
diversification 
away  from 
commodity 
chemicals. 


So  Popoff  and  William  Stavropou- 
los,  president  and  chief  Operating  offi- 
cer, recently  reshuffled  top  manage 
ment  to  get  the  company  back  under 
control.  Now,  instead  of  32  separate 
business  groups  going  about  their 
ways  independent  of  one  another, 
they  have  been  arranged  within  three 
global  business  units — plastics,  chem- 
icals and  hydrocarbons,  and  new  ven- 
tures— and  placed  under  the  supervi- 
sion of  three  new  group  vice  presi- 
dents. Whereas  profit  and  loss 
responsibility  had  formerly  been  at 
the  area  level,  say  in  Europe  or  the 
Pacific  region,  the  three  larger  busi- 
ness units  will  now  have  that  responsi- 
bility, as  well  as  setting  broad  strategy 
and  investing  capital.  Dow  has  cut 
capital  spending  by  $400  million  for 
each  of  the  next  two  years. 

Spending  for  new  plants  or  major 
additions  will  now  in  effect  be  decided 
at  the  global  business  unit  level,  rather 
than  by  the  individual  businesses.  For 
example,  in  the  past,  the  various  geo- 
graphical areas  were  encouraged  to 
become  self-sufficient  in  such  materi- 
als as  propylene  oxide,  a  basic  chemi- 
cal feedstock  needed  to  make  poly- 
urethane,  a  form  of  plastic.  Now  pro- 
pylene oxide  plants  will  be  built  where 
they  are  cheapest  to  operate,  rather 
than  in  every  country  where  Dow 


makes  polyurethane. 

"We  have  to  get  more  bang  for  the 
bucks  we're  investing,"  says  Enrique 
Sosa,  the  senior  vice  president  for  the 
new  North  American  group.  "The 
accountability  for  results  for  our 
chemicals  and  plastics  business  need- 
ed to  be  better  defined.  We  needed  to 
make  decisions  quicker." 

More  focus  and  accountability  are 
also  the  new  approach  in  research. 
Just  as  Dow's  business  units  were 
independently  doing  their  own  thing, 
so,  too,  was  the  small  army  of  scien- 
tists toiling  away  in  Dow's  massive 
research  and  development  operation 
($1.3  billion,  or  7%  of  annual  sales  last 
year).  "We  looked  very  hard  at  the 
value  we  were  generating  with  our 
R&D  dollars,  and  we  weren't  satisfied 
with  that,"  says  Fred  Corson,  vice 
president  for  research  and  develop- 
ment. Chemical  engineers  worked  for 
years  on  a  new  compound,  or  a  new- 
application  for  an  existing  com 
pound,  before  anyone  made  any  ef- 
forts to  commercialize  the  product. 
No  longer.  Popoff 's  new  ventures 
group  has  the  job  of  finding  and 
commercializing  research  and  devel- 
opment work  raster  than  before.  If 
Dow  can't  find  a  use  for  an  invention, 
it  now  licenses  the  technology  to  out- 
siders for  a  fee  rather  than  sitting  on  it. 


As  for  Marion  Merrell  Dow,  the 
best  that  can  be  hoped  for  is  thai 
things  don't  get  worse  than  they  alj 
ready  are.  Dow  has  already  lost  halj 
the  paper  value  of  its  approximately 
$4  billion  investment  in  a  company 
whose  stock  now  trades  for  less  than 
$17,  compared  with  the  S38  it  paic 
for  its  shares.  Marion  Merrell's  pipe- 
line begins  to  flow  again,  sometime 
around  1995  or  1996,  with  the  avail] 
ability  of  new  antibiotics,  gastrointes- 
tinal drugs,  anti-epilepsy  products 
and  improved  versions  of  Nicoderir 
and  Nicorette. 

The  Marion  Merrell  Dow  investn 
ment  came  out  of  a  recognition,  in  the 
early  1980s,  by  Popoff  and  his  prede- 
cessor, Paul  OrefBce,  that  Dow — like 
many  large  chemical  companies — waj 
too  dependent  on  commodity  chemi- 
cals and  should  diversify.  "I  think  the 
strategy  is  intact,"  muses  Popoff,  ir 
his  Midland,  Mich,  office,  flanked  by  a 
picture  of  himself  with  New  York 
Knicks  coach  Pat  Riley  and  by  othei 
bric-a-brac.  "It  plays  as  w  ell  now  as  ii 
did  a  decade  ago. 

"We're  in  pretty  good  shape  We 
came  out  of  every  crisis  Dow  has  racec 
a  stronger  companv."  It  may  w  ell  dc 
so  again,  but  stockholders  have  the 
right  to  ask:  Did  the  crisis  this  timfl 
really  need  to  be  as  severe  as  it  is?  ■ 
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18  K  Gold 

and  stainless  Steel. 
Sapphire  crystal. 
Water  resistant 
to  90  ft. 


PARSIFAL 


18  K  Gold  and  Steel 
Collection 


SAKS  Fl  FT  H  AVEN  U  E 

to  order,  1-800-562-4485 


RAYMOND  WEIL 


GENEVE 


For  a  brochure  write  to:  Raymond  Weil,  Dept  AD,  587  Fifth  Avenue,  New  York,  M.Y.  10017 


FINE  JEWELERS  SINCE  1 


5355GZ  CH 


It'sYou. 


Throughout  South  and  Central  Florida. 
1  -800-4- MAYOR'S  (1-800-462-9677) 


3747G  BK 


-  18  K  Gold  Plated  Case  and  Bracelet 
Water  Resistant  to  90  ft,  Mineral  Crystal 
-  Dials  set  with  Lead  Crystal  Stones 
or  Hand  Applied  Roman  Numbers 


3740GZ  BK 


i  . 


4802G  GR 


till 


F  I  D  E  L  I  O 


Collection 


-  18  K  Gold  Plated  Case  and  Bract 
-  Water  Resistant  to  90  ft.,  Mineral  Ci 
Dials  set  with  Hand  Applied  Roman  r) 
•  Hidden  Expansion  Clasp 


RAYMOND  WEIL 

GENEVE 


If  the  Food  &  Drug  Administration  doesn't  like  a  vitamin,  should  it 
be  allowed  to  control  literature  about  that  vitamin? 


Book 

burning 


5y  Suzanne  Oliver 

N  THE  U.S.  you  can  legally  open  a 
ealth  food  store  and  sell  capsules  of 
oenzyme  Q10,  a  nutritional  supple  - 
nent  that  supposedly  boosts  heart 
erformance.  You  can  also  open  a 
lewsstand  to  sell  magazines  with  arti 
les  touting  the  supposed  medical 
enefits  of  coenzyme  Q10. 
But  don't  try  to  open  the  news- 
tand  in  your  health  food  store.  If  you 
o,  the  Food  &  Drug  Administration 
an  confiscate  both  coenzymes  and 
aagazines  and  maybe  have  you 
hrown  in  the  cooler. 

In  1989  the  FDA  told  Kenneth 
cott,  owner  of  nutritional  supple  - 
lent  maker  Highland  Laboratories, 
Mount  Angel,  Ore.,  he  couldn't 
end  out  article  reprints  with  his  pred- 
icts. According  to  the  FDA,  a  reprint 


constitutes  a  health  claim  if  it's  dis- 
tributed with  the  product.  Make  a 
health  claim  about  a  vitamin  and  it 
becomes  subject  to  FDA  approval. 

So  Scott  set  up  his  daughter,  Kim, 
in  the  business  of  mailing  out  reprints. 
Scott's  vitamin  customers  were  sent 
order  forms  for  article  reprints,  in- 
cluding a  reprint  of  an  article  extolling 
coenzyme  Q10  from  the  February 
1987  issue  of  Omni  magazine.  Scott's 
daughter  mailed  the  reprints  free  to 
customers  who  requested  them. 

In  October  1 990  fda  agents  and  an 
armed  U.S.  marshal  entered  Kim 
Scott's  home  and  seized  the  Omni 
reprints.  Other  contraband  seized  by 
the  G-men  included  newspaper  and 
journal  articles. 

Under  Dr.  David  Kessler,  a  Hush 


LEFT:  Stephen  Levine, 
owner  of  NutriCology 
BELOW:  Dr.  Jonathan  Wright 
at  his  Tahoma  Clinic 
in  Kent,  Wash. 

The  FDA  doesn't  just  police 
their  nutritional  supplements; 
it  polices  their  journal 
reprints. 


Administration  appointee  retained  by 
President  Clinton,  the  FDA  is  one  very 
busy  beehive.  Its  8,500  employees 
certify  food  colors,  supervise  drug 
manufacturing  practices,  review  pre- 
scription drugs — the  list  of  duties 
goes  on  and  on.  The  FDA's  mandate 
also  includes  confiscating  literature 
the  agency  doesn't  approve  of,  if  the 
literature  is  too  closely  connected  to 
the  sale  of  food,  drugs  or  devices. 

The  FDA  has  cut  out  a  lot  of  work  for 
itself.  Medical  journals  are  full  of  stud- 
ies connecting  nutrition  to  disease 
prevention,  the  recent  discoveries  on 
vitamin  E  and  heart  disease  being  a 
telling  instance.  But  there  is  only  one 
health  claim  about  nutritional  supple- 
ments the  FDA  has  approved,  and  that 
is  that  extra  calcium  may  help  protect 
the  elderly  against  osteoporosis. 

What  about  the  well-documented 
fact  that  folic  acid  supplements  reduce 
a  woman's  chance  of  giving  birth  to  a 
baby  with  severe  nervous  system  de- 
formities? This  one  hasn't  yet  been 
formally  approved  by  the  tortoise 
FDA,  notwithstanding  that  a  sister 
government  agency,  the  Centers  for 
Disease  Control  &  Prevention,  has 
recommended  folic  acid  supplements 
to  young  women  in  its  Morbidity  & 
Mortality  Weekly  Report.  In  theory, 
then,  if  you  were  to  sell  folic  acid 
capsules  and  at  the  same  time  hand 
out  copies  oftheCD( 's  newsletter,  the 
fda  could  seize  both  the  capsules  and 
the  newsletter.  (The  fda  tells  us  a 
formal  policy  is  in  the  works  and  not 
to  worry.) 

The  fda  has  burned  books  before. 
In  the  1950s,  for  example,  psychia- 
trist Wilhelm  Reich  sold  an  "orgone 
box" — a  device  made  from  plywood, 
fiberglass  and  steel  that  supposedly 
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accumulated  energy  from  the  atmo- 
sphere and  revitalized  a  patient.  The 
FDA  in  L956  destroyed  the  boxes  and 
burned  Reich's  books  and  papers. 
Reich  died  in  prison. 

Three  decades  later,  the  FDA  is  still 
valiantly  fighting  quack  medicine.  On 
May  6,  L992  FDA  agents  and  ten 
police  officers,  one  with  gun  drawn, 
burst  into  the  Kent,  Wash,  clinic  of 
Jonathan  Wright,  a  medical  doctor 
specializing  in  nutritional  treatments 
for  illness.  During  a  14-hour  raid  the 
officials  seized  injectable  vitamins, 
minerals  and  glandular  extracts,  as 
well  as  newsletters  published  by 
Wright  containing  articles  on  preserv 
ing  health  through  diet. 

The  FDA  has  also  seized  new  slctters 
published  by  the  10,000  member 
Life  Extension  Foundation. 

In  1987  the  FDA  asked  NutriCol- 
ogy,  a  San  Leandro,  Calif,  nutritional 
supplement  maker,  to  stop  selling  the 
book  Miracle  Cure:  Organic  Germa- 
nium, by  Kazuhiko  Asai.  The  firm's 
owner  is  Stephen  Levinc,  who  holds  a 
Ph.D.  in  molecular  genetics  from 
Berkeley.  Levinc  took  the  book  off 
the  market,  but  he's  still  trying  to  sell 
his  germanium,  linseed  oil,  borage 
seed  oil  and  coenzyme  Q10  (all  avail- 
able at  health  food  stores)  to  a  mail- 
order clientele  of  doctors.  The  FDA  is 
pursuing  a  case  against  him. 

Okay,  maybe  Levine's  theories  are 
bunk.  But  maybe  they  aren't.  Do  we 
really  want  Dr.  Kessler  deciding  the 
matter:  Mi 


The  Clinton  Administration  wants  to  reform 
the  health  care  system  by  giving  Big  Brother 
more  power.  Two  th ink-tankers— and  a  leading 
Republican  senator— want  to  revolutionize 
the  system  by  giving  individuals  the  ultimate  say  in 
how  their  health  care  dollars  are  spent. 

All  power  to 
the  patients 


An  interview  with  John  C.  Goodman 
and  Merrill  Matthews  by  Janet  Novack 


Wilhelm  Reich,  orgone  energy  theorist 
In  1956  the  FDA  burned  his  books. 


IMAGINE  an  OLD  man  dying  from  in- 
operable lung  cancer.  At  a  cost  of 
$50,000  his  doctor  can  keep  him  alive 
for  another  two  months,  at  best.  Eco- 
nomic and  moral  question:  Who's  to 
say  whether  prolonging  the  patient's 
life  is  a  sensible  use  of  $50,000? 

One  answer  to  that  question  is  big 
government.  Most  proposals  to  re- 
form U.S.  health  care  spending  as- 
sume that  market  forces  cannot  ratio- 
nally allocate  health  care  dollars; 
therefore  politicians  and/or  health 
care  bureaucrats  have  to  step  in.  This 
is  the  logic  behind  so-called  managed 
competition  reform  proposals. 

But  there  is  another  answer.  John 
C.  Goodman  and  Merrill  Matthews, 
of  the  National  Center  for  Policy 
Analysis,  in  Dallas,  want  to  give  health 
care  decision  making  power  to  indi- 
vidual patients  and  their  families. 

How?  A  plan  based  on  their  ideas 
that  Senator  Phil  Gramm  (R-Tex.) 
intends  to  sponsor  is  still  evolving.  As 
it  now  stands,  it  would  allow  $4,500  a 
year  to  be  put  into  a  family's  medical 
IRA — a  savings  account  designed  to 
pay  for  routine  medical  expenses  like 
checkups,  diagnostic  tests  and  minor 
surgery.  The  contribution  to  the 
medical  IRA  would  qualify  for  a  tax 
break,  either  a  deduction  or  a  fixed 
credit  against  taxes;  the  credit  might 
be  structured  to  provide  more  dollars 
of  tax  savings  to  the  lower  income.  If 
an  employer  paid  the  $4,500,  it 
would  be  treated  as  taxable  income  to 
the  employee,  who  would  then  re- 


ceive a  tax  break. 

What  about  reallv  big  medical  bills! 
Part  of  the  annual  $4,500—$  1 ,000  tc 
$2,000 — would  be  used  to  buy 
catastrophic  care  insurance  policy,  tfl 
cover  expenses  arising  from,  say, 
heart  attack.  The  unused  money  ir 
the  account  would  compound  ta: 
free.  If  the  account  got  large  enough 
some  of  the  cash  could  be  used  fo 
nonmedical  expenses  such  as  educa 
tion.  For  people  below  a  certain  in 
come  level,  the  government  would 
put  cash  in  their  medical  iras,  with  th< 
amount  depending  on  their  income. 

Alternatively,  the  whole  $4,501 
could  be  used  to  buy  an  insuranc 
policy  with  low  deductibles.  Or  ti 
join  a  group  health  plan.  The  essentia 
point:  Only  if  individuals  are  spend 
ing  their  own  money  will  health  car 
decisions  be  rationally  made  and  th 
market  given  a  chance  to  work. 

Forbes  recently  spoke  to  Good 
man  and  Matthews  about  health  car 
reform  and  medical  IRAs. 
Goodman:  We  have  far  and  away  th 
best  health  care  available  in  the  work 
and  it  would  be  terrible  if  reform  lo; 
that.  There's  nothing  wrong  wit 
spending  14%  of  our  national  incom 
on  health  care  if  we're  getting  oi 
money's  worth.  But  we're  not.  [Thl 
third  party  payment  system  encoui 
ages]  both  patients  and  doctors  t 
waste  a  lot  of  money.  On  averagi 
only  20  cents  of  each  dollar  comi 
directly  out  of  patients'  own  pocket) 
the  rest  is  paid  by  employers,  insu; 
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Sports  cars  come 


and  go.  Most 


flare  brightly  for  a 
moment,  then  fade  away  like  falling 
stars.  But  one  has  endured:  igniting 
vivid  memories  of  Sting  Rays,  Makos, 
Split  Rear  Windows  and  the  look 
on  a  kids  face  as  it  drove  by 


The  original  dream  car.  Corvette. 

Our  new  Commemorative  Editior 
is  amply  equipped  to  make  a  little 
history  of  its  own.  It  continues  'Vette 
unrivaled  tradition  of  cutting-edge 
technology  with  our  most  powerful 
small- block  production  V8  ever:  the 
300  horsepower  IX 1.  There's  also 


N  N  I  V  E  R  S'fR 


Acceleration  Slip  Regulation  (ASR), 

a  six-speed  manual  transmission  and 

■    '        ■■  ■ 


Chevrolet,  the  Chevrolet  Emblem,  Corvette  and  the  Corvette 
Emblem  are  registered  trademarks  of  the  GAf  Corp.  ©1992 
GM  Corp.  All  Rights  Reserved.  Buckle  up,  America!  TQ(y|j'"- 


directional  asymmetric  tires.  The 
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American  Sports  Car.  Corvette  LT1. 

■ 

Forty  years  and  over  a  million  y 
Vettes  later,  it  still  takes  your  breath 
away  But  then,  what  else  would  you  Y 
expect  from  The  Heartbeat  of  America? 


The  Heartbeat 
of  America™ 
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WE  SEE  IT 


Think-tankers 
Merrill  Matthews 
(left)  and 
John  Goodman 
So  long  as 
medical  care 
appears  to  be 
free,  demand  for  it 
will  be  unlimited 


ance  companies  and  government. 
Worse,  every  dollar  of  premiums  that 
an  employer  pays  avoids  a  28%  or  so 
income  tax,  a  15.3%  wage  tax  and  a 
state  income  tax.  By  contrast,  a  work- 
er who  wants  to  buy  his  or  her  own 
policy  has  to  pay  the  premiums  in 
aftertax  dollars.  So  naturally  workers 
prefer  employer-paid  insurance  to 
higher  wages. 

Forbes:  Why  is  it  so  important  that 
people  spend  their  own  money  on 
health  care? 

Goodman:  Because  as  long  as  medi- 
cal care  appears  to  be  free,  there  will 
be  an  unlimited  demand  for  it.  Let  me 
give  you  an  example.  For  every  one  of 
us  there  is  some  tiny  probability  that 
we  have  a  brain  tumor  that  could  be 
detected  by  an  mri  brain  scan.  But  an 
annual  brain  scan  for  everybody  in  the 
country  would  cost  $250  billion  a 
year.  Someone  has  to  make  the  deci- 
sion between  health  care  and  other 
uses  of  money.  Government  spending 
caps  and  price  controls  are  one  way; 
limiting  each  state  to  one  mri  ma- 
chine is  another. 

Okay,  but  how  is  the  average  indi- 
vidual supposed  to  know  enough  to 
decide  whether  he  or  she  reallv 


70 


needs  that  $1,000  mri  test? 
Matthews:  It's  difficult.  But  it's  even 
harder  to  decide  which  politician  to 
trust  to  make  the  decision  for  you. 

To  help  individuals  make  intelli- 
gent decisions,  there  will  be  an  explo- 
sion of  consumer  information.  Look 
what's  happened  in  the  computer 
field.  Most  people  don't  really  know 
anything  about  computers,  but  there 
are  consumer  magazines  and  consul- 
tants to  help  you  buy  computers. 
Goodman:  There's  something  else. 
The  physicians  who  prosper  in  this 
new  competitive  market  will  be  the 
ones  who  learn  to  guide  the  patient 
through  his  choices  and  think  not 
only  as  a  doctor  but  also  as  a  financial 
adviser. 

The  market  will  change  radically, 
too.  Right  now,  it's  impossible  to  find 
out  before  entering  a  hospital  what  a 
minor  surgical  procedure  will  cost. 
The  exception  is  cosmetic  surgery, 
where  people  are  paying  with  their 
own  money  and  doctors  offer  an  ad- 
vance price  covering  everydiing — 
doctor,  nurse,  anesthesiologist,  hos- 
pital room  for  part  of  the  day.  That 
sort  of  packaging  will  become  avail- 
able for  otiier  procedures,  too,  when 


the  consumer  is  paving. 
Since  30%  of  the  country's  $90C 
billion  a  year  in  health  care  spend- 
ing is  spent  on  the  sickest  1%  of  thfi 
population,  won't  we  still  need  thfi 
insurance  companies  that  are  pay- 
ing the  major  medical  bills  to  moni- 
tor the  system  from  above? 
Goodman:  Yes.  But  we're  also  going 
to  have  to  find  ways  to  get  the  patieni 
involved  in  the  high  dollar  expenses 
particularly  at  the  end  of  life. 
Matthews:  One  idea  is  that  insurant;! 
companies  could  give  out  a  check  for 
say,  a  coronary  bypass  and  let  patient) 
shop  for  the  best  price  from  a  hospital 
they  feel  comfortable  with.  Some  hos 
pitals  are  already  offering  such  pack 
age  deals  to  big  buyers. 

Or  doctors  could  tell  a  terminal 
patient  that  the  best  we  can  do  is  giv< 
you  an  extra  month,  but  it  will  cosi 
$50,000.  Such  patients  might  then 
have  to  decide  whether  to  spend  tha 
$50,000  from  their  medical  ir\  o 
other  savings,  or  leave  the  money  tt 
their  children. 

One  can  imagine  some  dramati< 
family  battles — poor  old  grandm; 
versus  the  greedy  grandkids. 
Matthews:  In  a  minority  of  cases  tha) 
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Ar  Schwab, 
These  Well-Known  Mutual  Funds 
Have  3  Things  In  Common. 


Founders 


I  Dreyfus 


Neuberger 
&Berman 


L1 


NO  LOADS. 


2.' 


NO  FEES. 


THE  SAME 
PHONE  NUMBER. 


Charles  Schwab 

1-800-442-5111 


Now,  thanks  to  Charles 
Schwab,  you  can  buy  no-load 
mutual  funds  from  well-known 
fund  companies  with  a  single 
phone  call.  It's  that  easy.  One 
call  to  Schwab  and  you  can 
choose  from  over  90  no-load 
mutual  funds  with  proven  track 
records. 

And,  you  can  pick  from  a 


wide  variety  of  top-performing 
funds  without  paying  any  loads, 
transaction  fees  or  commissions. 

What's  more,  with  Schwab, 
you  can  take  advantage  of  our 
convenient,  24-hour  access  to 
mutual  fund  specialists.  Plus,  no 
matter  how  many  different  funds 
you  own,  you'll  receive  a  single, 
easy-to-understand  statement. 


JANUS  NEUBERGER  STEINROE 

INVESCO      &  BERMAN  FOUNDERS 

SCHWAB      DREYFUS  CAPPIELLO- 

BERGER  RUSHMORE 


To  find  out  more  about  how 
to  buy  mutual  funds  at  Charles 
Schwab,  stop  by  your  local  office 
or  call  the  only  number  you  now 
need  to  know: 

1-800-442-5111  ext.  461. 

Charles  Schwab 

Helping  Investors  Help  Themselves™ 


We  will  provide  you  with  a  free  prospectus  for  any  fund  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing. 

Schwab  reserves  the  right  to  change  the  funds  available  with  no  transaction  fees  (NTF)  and  reinstate  the  fees  on  any  funds.  Shares  purchased  without  such  fees  may 
always  be  sold  without  transaction  fees.  If  you  make  5  or  more  short-term  redemptions  of  NTF  funds  in  a  12-month  period,  you  will  be  charged  fees  on  your  future 
mutual  fund  trades.  A  short-term  redemption  refers  to  the  sale  of  mutual  fund  shares  held  for  6  months  or  less.  Charles  Schwab  &  Co.,  Inc.  ©  1993  Member  SIPC/NYSE 
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Standing 
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of  time 


THE  PENINSULA 

CROUP 


Shake    The  Experience 


The  Peninsula:  Hong  Kong  • 
Manila  •  New  York  •  Beverly  Hills 
The  Palace  Hotel  Beijing  • 
The  Kowloon  Hotel  Hong  Kong 


BANK  &  THRIFT  SPECIALISTS 


BANK  MERGERS 


ADVISORS  TO 
DIRECTORS  &  MANAGEMENT 


375  Park  Avenue,  New  York,  NY  10152  (212)  754-2000 
Keefe  &  Keefe  International  Inc. 


might  happen.  But  we  would  still 
prefer  it  to  be  the  patient  and  his 
family,  rather  than  the  bureaucrats, 
who  make  such  decisions. 
What  do  you  do  about  the  defensive 
medicine  problem — doctors  order-l 
ing  up  a  lot  of  unnecessary  and 
expensive  tests  because  they're 
afraid  of  being  sued? 
Matthews:  We  support  tort  reform. 
But  part  of  the  [malpractice]  problem 
is  the  physician  has  become  a  stranget 
at  the  bedside.  Many  patients  don'l 
trust  their  physicians.  Once  the  physi- 
cian and  consumer  start  working  a; 
partners  again,  I  believe  some  of  the 
malpractice  litigation  will  diminish. 
What  about  people  who  can't  af- 
ford or  don't  want  to  buy  cata- 
strophic insurance?  Should  they  bt 


'The  Clinton  Adminis- 
tration does  not  believe 
the  market  can  work  in 
health  care.  But  they  also 
know  that  it's  not  polit- 
ically possible  to  nation- 
alize health  care." 


forced  to? 
Matthews:  Under  Gramm's  plan 
people  would  either  buy  insurance  o 
be  forced  into  a  state  plan  where  tht 
cost  would  be  based  on  income 
That's  to  protect  society.  Right  now 
society  pays  for  the  uninsured. 
When  you  cut  through  the  rhetori 
of  the  health  care  debate,  you  fin< 
that  many  politicians  have  conclud 
ed  that  market  forces  can't  work  u 
health  care,  and  the  governmen 
therefore  has  to  step  in. 
Matthews:  The  Clinton  Administra 
tion  does  not  believe  the  market  cai 
work  in  health  care.  But  they  als< 
know  that  it's  not  politically  possibl 
to  nationalize  health  care.  So  thei 
proposal  aims  to  give  the  governmer: 
a  primary  role,  and  competition 
minimal  role.  The  Clinton  plan  as  it' 
now  developing  calls  for  manage 
competition;  the  emphasis  is  o 
"managed." 

The  real  problem  is  that  the  markt 
today  is  dominated  by  large  bureau 
cratic  institutions  that  keep  norm; 
market  forces  from  operating.  Th 
market  can  never  work  until  control 
returned  to  the  hands  of  patients.  ■ 
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)mpetition  is  fierce.  Times  have  changed.  And,  your  employees  need  better 
g  and  education  to  keep  up.  Better  ways  of  working.  Better  ways  of  competing. 

We  can  help  you  train  for  change.  We're  ITC,  leaders  in  the  world 
of  interactive  multimedia  training.  Our  innovative  approach  to  training 
helps  you  solve  the  workplace  challenges  we  all  encounter  today: 
literacy,  productivity,  and  quality.  Our  extensive  library  of  Activ® 
tive  multimedia  courseware  cuts  training  costs,  and  lets  your  employees  learn 
r  own  pace,  based  on  their  individual  abilities.  Your  employees  will  learn 
)etter,  and  retain  more. 

id  ut  how  interactive  multimedia  training  can  make  a  difference  in  your 
i  ly.  Call  1-800-638-3757  or  send  in  the  coupon. 


YES!  Send  Me  A  Free  Copy  Of 
"Interactive  Multimedia  In  Training 
And  Education." 

Name  

Title    


Company 
Address  _ 
City  


State/Zip . 
Phone  ( _ 


Mail  To:  Industrial  Training  Corporation 
13515  Dulles  Technology  Drive 
Herndon,  VA  22071-3416 
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Bob  Coleman  is  now  part  owner  of  a  professional 
basketball  team,  but  his  money  comes  from  golf. 

The  cap's 
the  thing 


Stitching  caps  at 
Texace  Corp.'s  San 
Antonio  factory 
Pros  on  the  PGA 
tours  love  Texace 
caps.  So  does 
Titleist.  Last  year 
the  golf  ball 
maker  bought 
$2  million  worth. 


By  R.  Lee  Sullivan 

Robert  Coleman  learned  his  way 
around  a  golf  course  caddying  in  die 
1940s  for  70  cents  a  round.  "A  big 
tipper  would  give  you  75  cents,'" 
recalls  Coleman  with  a  grin. 

Now  61,  Coleman  is  still  making 
the  rounds  on  the  golf  course,  but  the 
pay  is  immeasurably  greater.  Coleman 
owns  San  Antonio,  Tex. -based  Tex- 
ace Corp.,  which  makes  golf  caps,  hats 
and  visors.  Most  of  the  pros  on  the 
PGA  tour  wear  Texace  headgear,  and 
all  of  the  major  golf  equipment  manu- 
facturers buy  the  company's  wares,  as 
do  thousands  of  country  clubs,  resorts 
and  tournaments.  Last  year  the  pri- 
vately held  firm  sold  nearly  3  million 
caps,  hats  and  visors,  worth  $14  mil- 
lion, and  netted  $1.5  million. 

Coleman  discovered  the  golf  cap 
business  relatively  late  in  life.  After 
earning  an  accounting  degree  at  the 
University  of  Oklahoma,  he  spent 
nine  years  as  a  salesman  at  IBM,  then 
worked  as  a  marketing  man  for  com- 
puter terminal  maker  Datapoint 
Corp.,  then  started  a  company  that 
made  insecticide  spray  equipment;  he 
sold  it  to  S.C.  Johnson  &  Son  for 
nearly  $2  million. 

In  1979  Coleman,  then  47,  went 
looking  for  a  little  company  to  buy. 
He  thought  he  found  what  he  was 
looking  for  in  the  locker  room  at  San 
Antonio's  Oak  Hills  country  club.  It 
was  there  he  ran  into  Robert  Olson, 
owner  of  Ray  Cook  Corp.,  a  maker  of 
golf  putters.  Coleman  loved  the  idea 
of  owning  a  putter  company  and  per- 
suaded Olson  to  sell  him  the  tiny 
($300,000  in  sales)  outfit  for  about 
$300,000. 

Putters,  he  soon  learned,  were  not  a 
growth  industry.  "I  knew  I  was  in  the 
wrong  business  when  someone  told 


me  they  had  a  Ray  Cook  putter  that 
they'd  been  using  for  16  years,"  he 
remembers. 

But  the  company  did  have  a  hidden 
asset:  access  to  golf  club  pros.  One  day 
in  1982  a  pro  started  complaining  to 
Coleman  about  a  company  called 
Texace,  which  supplied  the  pro  shop 
with  golf  caps.  "He  told  me  I  should 
buy  the  company  and  straighten  it 
out,"  says  Coleman. 

Coleman  let  the  suggestion  pass, 
but  he  remembered  the  conversation 
in  1984,  when  he  heard  that  Figgie 
International,  which  owned  Texace, 
was  putting  it  up  for  sale.  Figuring 
golfers  don't  go  16  years  between 
caps,  Coleman  took  a  look.  He  saw  a 
mess.  The  company,  which  also  made 
fishing,  military  and  baseball  caps, 
was  losing  money  on  revenues  of  $2 
million. 

Figgie's  asking  price  was  $2  mil- 
lion. High,  except  for  one  thing.  The 


company  was  situated  on  2.8  acres  ii 
downtown  San  Antonio.  Texas  wa 
still  booming  then;  Coleman  figurei 
the  land  was  worth  more  than  th 
company.  Convincing  a  local  bank  c 
the  same  thing,  he  put  up  $50,00' 
and  borrowed  the  rest  of  Texace' 
purchase  price  against  Texace's  re£ 
estate. 

With  his  company  leveraged  40-tc 
1,  Coleman  had  to  move  fast.  His  firs 
step  was  to  fire  Texace's  managers  an 
saLesmen.  At  the  same  time,  h 
dropped  all  but  the  golfing  caps  an 
turned  the  line  over  to  his  Ray  Coo 
putters  sales  force. 

Next,  Coleman  tackled  Texace1 
quality  problems,  one  of  the  issue 
raised  by  the  club  pro  two  years  earl; 
er.  Reviving  a  cap  design  from  th 
1960s,  Coleman  personally  took  h 
new  caps  to  country  clubs  all  ove 
Texas  to  convince  pros  that  the  Te* 
ace  quality  was  improving. 


74 


Forbes  ■  June  21,  199 


Texace  Corp.'s 
Robert  Coleman  at 
the  Alamodome 
The  former  cad- 
dy hit  it  big  in 
the  golf  cap  busi- 
ness. His  latest 
project:  putting 
together  an 
investor  group 
that  bought  the 
San  Antonio 
Spurs. 


In  Coleman's  first  year  at  the  helm, 
he  company  turned  a  $95,000  profit 
•n  sales  of  $3.2  million.  Coleman 
romptly  sold  the  putter  business  at  a 
nail  profit  and  used  the  proceeds  to 
ay  down  Texace's  debt. 

Making  decent  money  in  caps  re- 
uires  volume.  As  Texace's  cash  flow 
nproved,  Coleman  went  after  major 
quipment  manufacturers.  One  order 
br  caps  from  Ping  or  Titleist  can 
isily  be  worth  dozens  of  country 
ub  orders.  So  Coleman  and  his  wife, 
jnn,  began  hitting  trade  shows  and 
hurnaments  where  equipment  in- 
justry  executives  gather.  The  hob- 
':)bbing  paid  off.  Last  year  Ping 
Dunder  Karsten  Solheim  (Forbes, 
\kt.  26,  1992)  bought  over  40,000  of 
jexace's  visors  and  caps.  Titleist 
'  >ught  some  500,000  caps  worth 
ose  to  $2  million,  making  it  Tex- 
fce's  largest  customer.  All  told,  major 

anufacturers  now  account  for  about 


30%  of  Texace's  sales. 

Prosperity  brought  its  own  set  of 
problems,  however.  By  the  late  Eight- 
ies, orders  were  coming  in  so  fast  that 
some  pro  shops  were  receiving  their 
shipments  three  months  late — worse 
than  before  Coleman  bought  the 
company.  To  mollify  angry  custom- 
ers, Coleman  took  out  apologetic  ads 
in  trade  magazines.  More  important, 
he  invested  another  $1  million  to 
upgrade  Texace's  manufacturing  fa- 
cilities and  inventory  controls. 

Today  Coleman's  company  domi- 
nates the  $45-million-a-year  "green 
grass"  golf  cap  market — a  reference 
to  country  clubs,  resorts  and  tourna- 
ments. Partly  because  Texace  is  solid- 
ly profitable  and  partly  because  it's  a 
great  little  business  for  an  older  entre- 
preneur who  likes  to  play  golf,  Cole- 
man says  he  has  received  (and 
promptly  rebuffed)  several  inquiries 
about  selling  out. 


Coleman's  latest  project:  basket- 
ball. A  former  college  basketball  play- 
er, Coleman  put  together  a  group  of 
investors  (including  Southwestern 
Bell  and  Valero  Energy)  that  bought 
the  National  Basketball  Association's 
San  Antonio  Spurs  franchise  for  $75 
million  earlier  this  year.  Coleman  is 
serving  as  the  team's  president. 
Meanwhile,  wife  Ann  is  running  day- 
to-day  operations  at  Texace. 

Ironically,  Coleman's  golf  game 
has  deteriorated  in  about  the  same 
proportion  as  his  profile  within  the 
golfing  community  has  climbed. 
"When  I  was  in  the  computer  busi- 
ness, my  handicap  was  9,"  he  says. 
"Now  that  I'm  in  the  golf  business, 
it's  13." 

But  here  are  two  other  numbers  to 
consider:  To  buy  Texace,  Coleman 
put  up  $50,000.  Were  he  to  sell  the 
debt-free  company,  it  would  probably 
fetch  $30  million."  Btt 


>rbes  ■  rune  21,  1993 


~5 


Research  Frontiers  has  spent  27  years  trying  to  develop 
a  product.  Is  there  finally  light  at  the  end  of  the  tunnel? 

Blood,  sweat  and 
determination 


By  Neil  Weinberg 


To  describe  Research  Frontiers  Inc., 
the  company  he  and  his  partner  have 
toiled  to  develop  for  nearly  three  de- 
cades, Robert  Saxe  cites  an  old  Hai- 
tian proverb.  "Beyond  the  moun- 
tains, more  mountains." 

"Wc  knew  it  was  a  long-term  proj- 
ect ,  maybe  ten  years,"  says  Saxe.  "But 
we  had  no  idea  it  would  take  this 
long." 

Since  the  mid-1960s  Saxe  and  part- 
ner Robert  Thompson  have  been  try- 
ing to  develop  glass  panels  that  will 
lighten  and  darken  at  the  touch  of  a 
dial.  Over  that  time  Research  Fron- 
tiers has  burned  through  nearly  $11 
million  raised  from  friends,  family  and 
public  investors.  Thompson,  now  65 
and  suffering  from  diabetes,  recalls 
that  on  one  occasion  Saxe,  who's  58, 
had  to  physically  restrain  him  when 
scientists  from  a  large  German  chemi- 


LEFT: 

Research  Frontiers' 
founder  Robert  Saxe 

BELOW: 

Robert  Thompson, 
executive  vice 
president 

"We  knew  it  was  a 
long-term  project. 
But  we  had  no  idea 
it  would  take 
this  long." 


cal  company  dismissed  their  work  as 
technologicallv  impossible.  "Bob  had 
to  grab  my  arm  to  keep  me  in  my 
seat,"  says  Thompson. 

But  they  may  be  nearing  their  goal. 
Litton  Systems  Canada,  a  division  of 


Litton  Industries,  has  paid  $60(),0()(J 
in  advance  royalty  payments  to  license 
Research  Frontiers'  glass  technology 
for  use  in  avionics  and  some  mil'tarv 
applications.  Glaverbel,  S.A.,  a  large 
Belgian  glassmaker,  paid  $2 1 5,000  foi 
a  license  to  manufacture  self-dimming 
rearview  mirrors,  and  for  an  option  or 
other  transportation-related  uses.  Ja 
pan's  Central  Glass  and  South  Korea'} 
Hankuk  Glass  have  paid  good  mone\ 
to  license  the  technology  for  use  ir 
building  and  construction. 

Saxe,  who  holds  degrees  in  physic 
and  business  from  Harvard  Universi 
ty,  was  a  young  market  researcher  a 
Corning  Glass  Works  in  the  earl 
1960s.  He  heard  rumors  about  a  se 
cret  research  and  development  pro 
gram  that  had  consumed  some  $1 
million  of  Coming's  money.  Th 
work  was  on  photochromic  technol 
ogy,  which  causes  glass  to  slowly  dark 
en  or  lighten  based  on  exposure 
ultraviolet  light.  (In  the  mid- 1960 
Corning  began  making  photochro 
mic  glass  for  self-tinting  eyeglasi 
lenses,  but  because  of  its  high  cost  and 
difficulties  in  advancing  the  technol 
ogy,  the  photochromic  glass  neve) 
achieved  broad  use.) 

In  1963  Saxe,  then  27,  moved  oj 
to  Wall  Street.  While  working  as 
securities  analyst,  he  heard  about 
company  that  claimed  to  have  devel 
oped  a  type  of  light-valve  technol 
ogy — essentially,  glass  that  lighten! 
and  darkened  in  response  to  electrics 
voltage.  Remembering  Coming's  in 
terest  in  photochromic  glass,  Saxe  pu 
up  $168,000  for  the  rights  to  th 
technology. 

He  soon  found  he'd  been  hood 
winked.  Not  only  had  the  prototyp 
been  rigged,  but  the  underlying  tech 
nology  had  been  developed  and  pal 
ented  by  Edwin  Land  in  the  1930: 
Land  later  turned  his  attention  t) 
polarized  plastic  and  the  founding  c 
Polaroid  Corp.,  allowing  his  light 
valve  patents  to  expire,  undevelopec 
in  1951.  What  Saxe  had  licensed  wc 
essentially  useless. 

"It  was  a  turbulent  beginning, 
says  Saxe.  But  rather  than  give  up,  h 
decided  to  develop  a  light-controllin 
glass  himself. 

In  late  1965  Saxe  quit  Wall  Streo 
and  set  up  a  tiny  chemistry  lab 
Farmingdale,  N.Y.,  funding  it  witjl 
money  raised  from  family  and  friend! 
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Thankfully,  the  world  has 
one  resource  that  will  never  be  exhausted: 
the  Spirit  of  Enterprise. 

The  Rolex  Awards  for  Enterprise  were  conceived  in  1976  to  recognize  individuals  who  have  displayed  a  remarkahle  spirit 
>f  enterprise  in  the  fields  of  Applied  Sciences  and  Invention,  Exploration  and  Discovery,  and  the  Environment.  Since  the  Awards 
were  introduced,  30  individuals  have  each  received  50,000  Swiss  francs  and  a  specially  inscribed  Rolex  Chronometer  timepiece. 

Rolex  is  proud  to  announce  the  five  new  winners  for  1993: 

STEVEN  GARRETT,  a  physics  professor,  has  developed  a  revolutionary  system  of 
refrigeration  that  does  not  contain  the  chemicals  used  in  most  refrigeration  equipment, 
which  we  now  know  harm  the  ozone  layer. 

This  unique  refrigeration  method  has  grown  out  of  the  science  of  thermoacoustics. 
Garrett's  device  exploits  this  science,  utilizing  sound  to  transfer  heat  and  thus  produce 
refrigeration.  A  prototype  has  already  been  tested  on  board  the  space  shuttle  Discovery  in 
1992.  Garrett  sees  his  award  as  being  important  because  not  only  will  it  attract  more 
physicists  to  work  in  this  largely  unknown  area,  but  also  "it  will  draw  attention  to  these 
alternative  technologies." 

FORREST  M.  MIMS  III  is  an  entirely  self-taught  electronics  specialist  who  has  devel- 
oped an  instrument  capable  of  measuring  the  thickness  of  the  ozone  layer.  He  has  named  it 
TOPS:  Total  Ozone  Portable  Spectroradiometer. 

What  makes  this  machine  remarkable  is  the  fact  that  it  is  about  500  times  lighter  and 
200  times  cheaper  than  existing  detectors;  yet  its  readings  are  highly  accurate  vital 
information  in  this  time  of  growing  concern  for  the  ozone  layer. 

It  is  Mims's  aim  to  distribute  TOPS  to  individuals  in  at  least  10  countries,  forming 
a  network  to  complement  measurements  taken  by  the  small  number  of  official 
monitoring  stations. 

ALDO  LO  CURTO  describes  himself  as  a  "traveling  volunteer  doctor."  Since  finishing 
his  medical  studies,  he  has  spent  his  holidays  traveling  to  remote  parts  of  Africa,  Asia,  and 
the  South  Seas,  giving  free  medical  care  to  the  people  there. 

In  1981,  he  went  to  South  America  to  work  with  the  Amazonian  Indians.  He  studied 
their  plant-based  remedies,  and  wrote  a  manual  for  health  workers  which  combined 
Western  and  Indian  medicine. 

This  extraordinary  book  will  be  a  valuable  guide  for  health  workers.  For  the  Indians,  it 
will  serve  as  a  reminder  for  future  generations  of  the  knowledge  of  healing  accumulated  by 
their  ancestors.  He  will  use  his  award  to  publish  the  first  edition. 

NANCY  ABEIDERRAHMANE  has  taken  the  enterprising  step  of  setting  up  a  dairy  in 
Mauritania,  a  country  noted  more  for  its  desert  than  its  pastures. 

This  is  no  ordinary  dairy,  however,  since  it  specializes  in  pasteurizing  camel's  milk 
supplied  by  seminomadic  herders. 

The  milk  Nancy  is  processing  is  highly  nutritious,  and  because  it  is  pasteurized,  it  is 
healthier  than  the  raw  milk  commonly  drunk  by  the  local  population. 

With  the  award,  Nancy's  next  step  is  to  produce  cheese  from  camel's  milk,  thus  adding 
to  the  improvement  of  the  local  diet. 


■m , 


ANTONIO  DE  VIVO  is  an  Italian  physical  education  instructor  and  a  leading  cave 
explorer.  In  an  expedition  prior  to  winning  this  award,  DeVivo  traveled  down  the  LaVenta 
River  in  Mexico  and  made  some  extraordinary  discoveries,  including  a  remarkably  well- 
preserved  Mayan  altar.  His  expedition  also  studied  the  flow  of  water  in  the  river  and  cave 
systems,  in  the  hope  that  his  research  could  help  villagers  a  few  miles  away  to  make  use  of 
the  water  for  drinking  and  irrigation.  »t» 
This  award  will  allow  Antonio  De  Vivo  to  return  to  the  area,  to  study  uj^ 
further  the  archaeology  of  the  caves  in  the  hope  of  finding  the  entrance  t-i  -xr 

to  a  long -lost  Mayan  city.  iiOXjiii  -X- 
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ok  describing  the  projects  of  the  winners  and  250  other  submitted  projects  is  available  To  order,  please  send  $39.50  to  0  ].  Mum  Associates,  P.O  Box  567.  Berwyn,  II.  60402  0567 
For  information  on  the  awards,  please  write  The  Secretarial.  The  Rolex  Awards  for  linterpnse.  P.O  Box  178.  1211  Geneva  26.  Switzerland 


A  year  later  Thompson,  a  friend  and 
former  promotions  man  for  the  Mo- 
tion Picture  Association  of  America, 
joined  Saxe  to  handle  the  books. 

Over  the  next  20  years  Saxe  and 
Thompson  slaved  away  in  their  little 
lab,  with  scant  success.  By  1986  they 
had  exhausted  the  patience  of  friends 
and  relatives  who  had  invested 
around  $3  million  in  Research  Fron- 
tiers and  were  rapidly  sinking  under 
$1.2  million  in  debt.  Fortunately,  a 
bull  market  for  new  stock  issues  was  in 
full  swing;  Gilford  Securities  was  able 
to  sell  29%  of  Research  Frontiers' 
equity  to  the  public  for  $4  million.  In 
1991  Saxe  sold  another  19%  of  the 
company,  raising  $4.4  million.  With 
$3.5  million  left  in  the  till,  the  part- 
ners can  survive  for  at  least  another 
three  years. 

The  company's  light-valve  technol- 
ogy works  like  this:  Microscopic  rod- 
shaped  particles  are  suspended  in  a 
thin  liquid  film  between  two  sheets  of 
glass.  The  glass  sheets  are  coated  with 
conductive  materials.  When  electric 
current  is  applied,  the  particles  line  up 
perpendicular  to  the  glass,  allowing 
light  to  pass  through  freely.  Lower 
the  voltage,  and  the  particles  fall  out 


of  line,  blocking  some  light.  With 
power  off,  they  absorb  virtually  all 
light  and  the  glass  appears  dark  blue. 

Sounds  simple  enough;  indeed, 
Saxe  was  able  to  create  this  effect  as 
long  ago  as  1966.  Developing  a  sus- 
tainable prototype  has  been  a  differ- 
ent story.  Along  the  way,  he's  had  to 
solve  problems  like  gravitational  set- 


On  one  occasion  Saxe 
had  to  physically  restrain 
his  partner  when  scien- 
tists from  a  large  German 
chemical  company  dis- 
missed their  work  as  tech- 
nologically impossible. 


ding  of  particles,  bulging  in  the  glass, 
as  well  as  haze,  clustering  and  streak- 
ing. Saxe  says  recent  breakthroughs  in 
his  lab — including  the  development  of 
a  plastic  film  in  which  the  particles  can 
be  suspended — have  largely  solved 
those  problems.  Moreover,  he  has 
been  able  to  cut  the  amount  of  power 
it  takes  to  control  the  light  valves.  Saxe 
says  a  10-foot-by-  10-foot  wall  of  win- 
dows can  be  controlled  with  the  power 


it  takes  to  light  one  60-watt  Lightbulb. 
The  company  holds  16  U.S.  patents 
and  many  more  foreign  patents. 

Saxe  hopes  to  deliver  the  technol- 
ogy needed  for  commercial  product 
development  by  the  end  of  next  year. 
John  Wright,  director  of  display  engi- 
neering at  Litton  Systems  Canada, 
hopes  so,  too,  but  is  guarded  in  his 
optimism. 

"The  technology  is  well  along  the 
maturity  curve,"  says  Wright.  "But  ifj 
the  current  rate  of  progress  isn't 
maintained,  companies  will  lose  inter- 
est." Under  its  license  agreement, 
Litton  will  continue  to  pay  advance 
royalties  to  Research  Frontiers  at  least) 
until  the  end  of  next  year. 

The  stock  market  has  shrugged  ofl 
such  problems  and  is  now  rewarding 
Saxe  and  Thompson's  persistence. 
Research  Frontiers'  o-t-c-traded 
shares  were  initially  sold  to  the  public 
at  $6,  dipped  below  2  as  recently  a' 
February'  1991 — and  were  recently 
trading  at  11%,  valuing  the  company 
at  $44  million.  Saxe  still  owns  9.5%  oi 
the  company,  Thompson  2%. 

If  Wall  Street  is  right,  the  partner: 
may  soon  cross  the  final  mountair 
range.  B 


OWN  AN  ORIGINAL 

PIECE  OF 
AMERICAN  HISTORY 

/ 

Imagine  displaying  in  your  home  or  office  , 
an  original  letter  o^oocument  signed  by  J 
Abraham  Lincoln;" George  Washington,  Jg 
Thomas  Jefferson/  Robert  E.  Lee  or  George 
Armstrong  Cus||r!  Now  you  can  own  saH 
an  authentic  piece  of  American  history!  ..: 

Profiles  in  History  is  the  nation's  leading 
dealer  of  premium  quality  autographs, 
maintaining  the  finest  selection  of  original 
ietters,  historical  documents  and  vintage^ 
signed  photographs  to  be  found  anywhere, 
at  surprisingly  modest  costs. 

All  material  comes  with  our  lifetime 
guarantee  of  authenticity. 

You  owe  it  to  yourself  to  find  out  more 
about  this  exciting  field! 

Call  toll  free 
1-800-942-8856 

Fully-illustrated  catalogues  issued  quarterly  by 

subscription.  Inquiries  welcome. 

PROFILES  IN  HISTORY 
345  North  Maple  Drive,  Suite  202, 
Beverly  Hills,  CA  90210 


o  earn  30%  of  the  commercial  aircraft  market,  we've 
pent  over  $5  billion  in  the  United  States. 

The  United  States  plays  a  vital  part  in  Airbus  Industrie's  long-term  global  business  strategy.  Some  500  companies 
35  states  manufacture  a  significant  proportion  of  vital  components  for  our  constantly  evolving  Airbus  family  of 
craft:  a  clear  demonstration  of  the  massive  scale  of  our  commitment  to  America,  and  the  importance  we  place  on 
r  continued  co-operation.  Airbus  orders  from  US  airlines,  including  most  major  carriers,  have  made  a  valuable 
ntribution  to  our  worldwide  sales  success. 


IRE  INFORMATION  ON  AIRBUS  INDUSTRIE  PLEASE  WRITE  TO  COMMUNICATIONS  DEPARTMENT.  AIRBUS  INDUSTRIE  OF  NORTH  AMERICA.  S93  HERNDON  PARKWAY.  HERNDON.  VA  22070 


"With  All  That  Fidelit 
Think  Of  Them  As  J 


At  Fidelity  You'll  Find 
Big  Commission  Savings- 
And  That's  Just  The  Start 

100  Shares 
@$50 

500  Shares  Margin 
@$30  Rates" 

Fidelity 

$54 

$126  6*/4% 

Merrill  Lynch 

$100 

$293  73/8% 

Shearson 

$107 

$316  7V8% 

Fidelity 
Saves  You... 

$46-53 

$167-190  1V„% 

Today,  a  discount  broker  can  do  more  than  save  you 
money  on  commissions.  At  Fidelity  Investments,  it's  your 
way  into  a  whole  world  of  financial  services,  from  stocks 
and  bonds  to  hundreds  of  leading  mutual  funds,  from 
asset  management  to  electronic  investing.  Compare,  and 
maybe  you'll  see  why  it's  time  you  switched  to  Fidelity 
Brokerage,  too. 

Fast,  Accurate  Trades  For  Less 

We  created  a  discount  brokerage  service  that  puts  the 
strength  of  an  investment  leader  behind  you.  You  get  the 
quality  of  service  that  sets  Fidelity  apart  each  time  you 
trade,  along  with  commission  savings  of  up  to  76%' 
compared  to  full-cost  brokers.  And  you  can  count  on 
Fidelity  24  hours  a  day,  in  fast-moving  markets  or  when 
you  just  need  a  quote  late  at  night. 

Many  brokers  are  now  charging  you  postage  fees, 
account  maintenance  fees,  closeout  fees,  even  fees  for  no 
trading  enough.  But  at  Fidelity  Brokerage,  we  keep  our 
costs  under  control,  so  more  of  your  money  goes  to  work 
for  you. 

No-Fee  Asset  Management  Account 

Today's  asset  management  accounts  (AMAs)  can  be  a 
powerful  tool  for  more  effectively  managing  your 
finances.  But  with  a  full-cost  broker,  they  can  cost  you  as 
much  as  $  1 00  a  year.  That's  why  more  and  more  investor: 


'  76%  savings  based  on  an  April  1993  survey  of  full-cost  brokers.  Minimum  commission  $38.  There  may  be  fees  for  special  services.  "This  waiver  first 
applies  in  1993,  and  is  based  on  trades  from  1 1/1/02  through  10/31/93.  The  waiver  applies  whether  you  make  two  or  more  trades  in  one  retirement  act- 
in  your  name,  or  one  trade  in  each  of  two  retirement  accounts  in  your  name.  The  waiver  only  applies  to  FBSI  customers  w  ho  have  a  Fidelit}  prototype  reti 
ment  plan  with  an  FDIC  insured  custodian/trustee.  Trades  in  mutual  funds  and  limited  partnerships  are  not  included  in  litis  offer.  FOX  and  TouchtoneTt 
orders  for  your  account (s)  are  sent  directly  to  the  markets  via  Fidelity's  computer  system,  and  are  subject  to  trading  and  account  requirements.  FOX  liar 
requirements  include  an  IBM  or  compatible  system  with  hard  disk  drive,  free  space  of  at  least  SMb,  Hayes  '  or  compatible  modem,  (nOk  internal  memoti 
♦♦Based  on  3/9/93  survey  for  margin  balance  of  $25,000.  Fidelity  Brokerage  Services,  lnc,  16 1  Devonshire  Street,  Boston,  MA  02 1 10.  Member  NYSE,  SII 


)ffers,IfsHardTo 
Discount  Broker." 


...if  you've  decided  to  go 
with  an  AMA,  Fidelity  gets 
our  vote  for  the  best  deal 
currently  available." 

-James  Lyons 
SMART  MONEY 
April  1993 


1  ility  On-line  Xpress  was  just  named  Most 
i  jable  Product  by  PC/Computing  magazine. 
;  breakthrough  financial  software  is  now  avail- 
;  from  Fidelity  at  the  special  price  of  $89.95. 


are  turning  to  the  no-fee  Fidelity  Ultra  Service 
Account.  You  get  all  the  tools  you  need-a  full  range  of 
investment  choices,  an  easy-to-follow  consolidated  state- 
ment, checkwriting  and  much  more-but  you  never  pay 
for  features  you  don't  want. 

Exclusive  Fidelity  Services 

And  that's  not  all.  With  Fidelity  TouchTone  Trader™ 

you  can  get  real-time  quotes  and  direct  trading  access  to 
the  financial  markets  through  any  touch-tone  phone. 
Fidelity  On-line  XpressSM  (FOX)  turns  your  PC  into  a 
powerful  trading  tool,with  instant  confirms  and  up-to-the- 
minute  research.  And  the  new  Fidelity  Stock 
Report  Service  puts  timely,  comprehensive  com 
pany  information  right  at  your  fingertips. 

No-Fee  Retirement  Offer 

Fidelity's  commitment  to  retirement  invest- 
ing now  means  even  more  for  brokerage 
customers.  If  you  make  two  or  more  trades  annually, 
we  will  waive  the  account  maintenance  fee  on  your  Fidelity 
IRA  or  Keogh.2  Call  today  for  more  details  and  a  free  fact 
kit,  and  start  finding  out  why  Fidelity  Brokerage  means 
a  better  value  for  today's  investor. 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-7272 


Fidelity 


Investments 

Discount  Brokerage 

Common  sense.  Uncommon  results. 


hink  starting  a  business  is  tough?  Christine  Demkowych  has  been 
idnapped  by  a  business  rival,  and  her  top  employees  have  been 
irrorized.  Then  again,  her  new  business  is  in  Ukraine. 

My  problem  is  that 
Pm  stubborn" 


Roula  Khalaf 

pristine  Demkowych  is  | 
American- born  journal-  | 
who  runs  an  English-  * 
guage  news  service  out 
the  Ukrainian  capital  of 
ev.  Last  November  she 
t  a  taste  of  what  competi- 
>n  can  be  like  in  the  Wild 
est  of  the   1990s — the 
mer  Soviet  republics.  A 
siness    rival   who  had 
ed  at  starting  a  news  ser- 
e  of  his  own  jumped  out 
the  bushes  in  front  of 
mkowych's  apartment 
night  and  kidnapped 
at  gunpoint.  She  es- 
?ed  after  her  abductor 
stopped   and  ques- 
ned  at  a  police  check- 
int. 

But  where  there's  dan- 
,  there's  also  opportuni- 
And  Demkowych's  little 
elNevvs,  Inc. — her  40 
:nts  include  embassies  in 
v  and  Moscow,  as  well  as 
npanies  like  Coca-Cola 
Austria  and  Merrill 
ich  in  London — is  pros- 
ing. This  year  she  ex- 
ts  to  earn  about 
3,000  on  revenues  of 
und  $70,000— a  for- 
e  in  a  country  where 
average  monthly  salary 
7. 

iow  did  Demkowych, 
become  the  voice  of 
v?  In  1989,  after  earning 
aster's  degree  in  Soviet 
dies  at  Columbia  Uni- 
ity's  School  of  Interna- 


IntelNews  founder  Christine  Demkowych 

"I  had  no  idea  what  I  was  doing,  i  felt  like  I  was  in  an  oral  exam 
every  time  I  talked  to  a  client." 


tional  and  Public  Affairs, 
she  was  hired  by  the  Bal- 
timore Sun  for  a  six-month 
assignment  as  a  Moscow 
correspondent.  While 
there,  it  became  clear  to  her 
that  the  Soviet  Union 
would  not  survive.  So  at  the 
end  of  her  hitch,  she  re- 
turned to  the  U.S.  just  long 
enough  to  marry  her  fiance, 
Graham  Flashner,  a  screen- 
writer and  cbs  executive, 
before  returning  to  the  So- 
viet Union  to  do  research 
on  the  Soviet  republics  for  a 
book.  "I  became  addicted 
to  the  Soviet  Union,"  says 
Demkowych,  who  began 
her  journalistic  career  as  an 
entertainment  reporter  for 
Backstage  and  Advertising 
Age. 

The  deeper  she  got  into 
her  Soviet  research,  the 
more  Demkowych,  the 
daughter  of  Ukrainian  im- 
migrants, felt  she  wanted  a 
more  permanent  connec- 
tion to  the  region.  That's 
when  she  came  up  with  the 
idea  for  a  news  service.  If 
the  Soviet  Union  did  col- 
lapse, she  figured  the  world 
would  have  to  pav  attention 
to  Ukraine  and  its  52  mil- 
lion people.  And  from  her 
time  as  a  Moscow  corre- 
spondent, she  also  knew 
that  it  was  almost  impossi- 
ble to  get  any  kind  of  reli- 
able information  out  of  the 
Soviet      republics.  "I 
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Don  'tyou  wish 

we  could  just  do  this  to  acid  rain. 


In  a  way  we  can— if 
more  industrial  and  power  plants 
switch  to  natural  gas. 

Natural  gas  is  playing  a  key 
role  in  industry's  compliance 
with  the  Clean  Air  Act 
Amendments  and  our  govern- 
ment's plans  for  a  cleaner  future. 
It  should  play  a  key  role  in  your 
company's  future,  too. 

Natural  gas  power  plants 
can  produce  99%  less  sulfur 
dioxide  and  90%  less  nitrogen 
oxide  than  oil  or  coal-fired 
plants. 

And  paired  with  the 
advances  in  equipment  tech- 
nology, in  most  cases,  natural 
gas  is  the  most  efficient,  cost- 
effective  energy  around. 

Plus,  there's  a  secure  and 
steady  supply  of  gas;  over  99% 
of  the  gas  we  use  comes  from 
North  America,  and  more 
than  a  million  miles  of  pipeline 
coast  to  coast  delivers  it  easily. 

If  more  industrial  and 
power  plants  switch  to  natural 
gas,  we'll  help  wipe  away  acid 
rain,  instead  of  wiping  away 
our  environment. 


Clean,  economical  natural  gas.  Think  what  we'll  save. 


WHEN  THE  U.S. 
POSTAL  SERVICE 
CHOSE  WILTEL, 
EVERYONE  WAS 


t's  quite  a  stamp  of  approval.  The  U.S.  Postal 
Service  chose  WilTeP  to  provide  advanced 
PBX  phone  systems  nationwide.  And  now  we're 
pushing  the  envelope  of  technology  to  give  them  a 
flexible  platform  and  letter-perfect  system  support. 

When  the  U.S.  Postal 
Service  needed  PBX 
solutions,  WilTel  delivered. 


(isa  29 


WILTEL  TURNS  UP  EVERYWHERE. 
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STARTING  YOUR  OWN  BUSINE 


thought  I  could  set  it  up  and  then  gi 
there  every  so  often,"  says  the  intens 
and  high-strung  Demkowych.  "Lit 
tie  did  I  know  then  how  hard  i 
would  he." 

Beginning  with  $1,000  in  startu] 
capital,  she  bought  a  used  computei 
printer  and  fax  machine  and  openei 
for  business  a  week  before  the  Ukrai 
nian  people  voted  for  independenc 
in  December  1991 .  To  help  out  witl 
the  reporting,  she  recruited  a  Ukraini 
an-American  book  editor  friend  and 
Canadian  journalist  of  Ukrainian  ori 
gin,  paying  their  $300-a-month  sala 
ries  out  of  her  earnings  from  writin; 
freelance  stories  for  U.S.  papers,  lik 
the  New  York  Times.  To  get  her  nam 
out  to  potential  clients,  she  faxed  dail 
reports  on  political,  economic  am 
legal  developments  in  Ukraine  fc 
news  agencies  in  Moscow,  for  free. 

In  March  1992  she  signed  on  he 
first  paying  customer,  the  recenti 
opened  British  consulate  in  Kiev,  a 
$200  a  month.  Around  that  time,  sh 
took  a  trip  to  Moscow  to  talk  t< 
prospective  clients.  "I  had  no  ide 
what  I  was  doing,"  she  recalls.  "I  fel 
like  I  was  in  an  oral  exam  every  time 
talked  to  a  client."  She  came  bac 
with  four  new  clients,  including  CNl 
and  the  French  daily  Le  Monde.  Cli 
ents  pay  a  monthly  rate  of  $140  ts 
$200,  depending  on  their  locatioi 
and  the  term  of  their  contracts. 

Next,  Demkowych,  who  had  bee: 
operating  out  of  her  three-roor 
apartment  in  Kiev,  went  looking  fo 
office  space  for  her  staff,  which  no\ 
includes  17  reporters.  She  quick! 
found  an  office  she  liked,  only  to  lean 
that  the  government  hadn't  decidei 
whether  the  building  would  be  unde 
city  or  state  control.  In  effect,  nobod 
knew  who  the  landlord  was.  She  end 
ed  up  renting  space  in  an  opera  sin; 
er's  apartment.  The  piano  sits  righ 
next  to  the  computer  in  the  livin; 
room.  Even  the  kitchen  serves  as  of 
fice  space. 

When  Demkowych  needed  an  ad 
ditional  phone  line,  the  state-ownei 
phone  company  wanted  $2,000  jus 
for  the  hookup.  So  she  improvised 
"We  drilled  a  hole  through  our  neigh 
bor's  wall,"  she  says.  "That's  how 
lot  of  people  do  it."  She  now  pays  $31 
a  month  to  her  neighbor  in  exchang 
for  sharing  her  line. 

To         promote  IntelNews 
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in  IntelNews  reporter  in  Kiev 
:  ven  the  kitchen  serves  as 
'ff ice  space. 


lemkowych  threw  a  party  in  her  new 
>ffice.  Her  opera  singer  landlady  led 
he  group,  which  included  foreign 
(fficials  and  Ukrainian  deputies,  in 
Jkrainian  folk  songs.  The  party  was  a 
lit  with  foreigners.  But  the  local  jour- 
lalists  watched  with  envy.  "They  felt 
ye  were  encroaching  on  their  terri- 
ories,"  says  Demkowych. 

That's  when  things  started  turning 
ough.  Within  a  week  she  started  get- 
ing  crank  calls,  and  someone  threw 
tricks  through  her  bedroom  window, 
loon  her  employees  were  being  ha- 
assed,  as  well.  Terrified,  her  two  for- 
ign  employees  quit.  "They  were  tell- 
ng  me  it  was  over,  that  I  should  pack 
ip  and  go." 

Ukrainian  friends,  however,  volun- 
eered  a  solution — their  former  KGB 
riends.  "It  was  strange,"  she  says. 
'When  things  were  at  their  worst,  the 
Jkrainians  started  rallying  around 
ne.  It's  the  communist  mentality: 
fhey  don't  like  it  when  you  rise  above 
he  group,  but  when  you're  down 
hey  support  you." 

Back  in  Los  Angeles  for  only  a  few 
nonths  with  her  husband, 
)emkowych  says  she  intends  to  per- 
evere.  "There  are  thousands  of  po- 
ential  customers  out  there,  we  just 
lave  to  reach  them,"  she  says.  She 
dds  that  she's  planning  to  offer  equi- 
y  in  the  company  to  employees  when 
he  gets  back  to  Kiev.  "I  just  have  to 
ead  up  on  how  to  do  it,"  she  says. 

With  characteristic  intensity, 
)emkowych  insists  the  legion  of 
Problems  she's  faced  have  never 
aused  her  to  have  second  thoughts. 
T  don't  know  how  it'll  work  out,  but 
'm  not  giving  it  up,"  she  says.  "My 
problem  is  that  I'm  stubborn.  If  I  start 
Dmething,  I  finish  it."  ■* 
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HOW  WILTEL  KEEPS 
WALL  STREET'S 
SIGNALS  STRAIGHT. 


Y 


oil  gotta  know  your  bulls  from  your  bears. 
That's  why  Bear  Stearns  and  other  Wall  Street 
brokerage  giants  choose  WiHeF's  advanced  telecom- 
munications equipment,  network  services  and  digital 
data  technology: 

Why?  To  send  clear  signals,  of  course. 
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Economists  can't  measure  economies 
very  well— and  if  you  can't  measure, 
how  can  you  manage? 

Off  by  a  factor 
of  four 


BY  WALTER  B.  WRISTON 


Walter  B.  Wriston  is  the  author  of 

The  Twilight  of  Sovereignty  (Scribner's,  1992). 


In  AN  ERA  in  which  the  physical  world 
is  precisely  calibrated  in  femto- 
seconds, gigaflops  and  trillionths  of 
a  gram,  it  is  startling  to  wake  up  in 
late  May  to  the  news  that  China's 
economy  is  four  times  as  large  as  the 
most  skilled  measurers  at  the  Inter- 
national Monetary  Fund  had  previ- 
ously thought. 

China  is  but  the  most  recent  exam- 
ple of  the  unreliability  of  unrevised 
national  economic  figures.  Yet,  when 
published,  these  figures  are  the  stuff 
not  only  of  headlines  but  of  policy 
decisions  as  well. 

The  great  physicist  Werner  Hei- 
senberg  understood  the  centrality 
of  accurate  measurement.  "The 
transition  from  the  'possible'  to  the 
actual,"  wrote  Heisenberg,  "takes 
place  during  the  act  of  measure- 
ment." By  this  new  act  of  measure- 
ment, China's  economy  rose  from 
number  ten  in  the  world  to  number 
three  (behind  the  U.S.  and  Japan). 
In  one  fell  measurement  swoop,  the 
share  of  the  developing  world  in 
global  output  almost  doubled.  In 
the  real  world  nothing  changed;  the 
same  people  produced  the  same 
output.   But  new  measures  pro- 


duced a  whole  new  ranking  of  world 
economies. 

The  economists  do  a  poor  job  of 
measuring  the  U.S.  economy,  too. 
Headlines  trumpet  a  fractional  in- 
crease or  decrease  in  GDP,  and  pundits 
fill  the  airways  with  sage  policy  recom- 
mendations. GDP  is  up — tighten  the 
money  supply!  GDP  is  down,  extend 
unemployment  benefits! 

But  the  pundits  never  mention  the 
fact  that  the  difference  between  the 
Commerce  Department's  first  re- 
port on  the  GDP  for  a  quarter  and  the 
final  figures,  which  are  not  pro- 
duced until  three  years  later,  show 
huge  variations — so  large  in  fact  as 
to  make  Commerce's  flash  reports  a 
flimsy  guide  to  policy.  If  we  read,  for 
example,  that  GDP  growth  is  3%, 
about  half  the  time  the  final  figure 
will  turn  out  to  be  either  less  than 
1.5%  or  more  than  4.5%.  Figures 
that  move  around  that  much  are  not 
a  sound  foundation  upon  which  to 
base  economic  policy. 

Since  all  calculations  of  budget  def- 
icits are  based  on  the  projected 
growth  of  GDP,  the  fragility  of  the 
deficit  figures  bandied  about  is  appar- 
ent. Honest  people's  estimates  of  pro- 
jected deficits  differ  by  many  billions 
of  dollars.  The  Congressional  Budget 
Office  estimates  the  "baseline"  deficit 
in  fiscal  1992  at  $314  billion,  while 
equally  skilled  measurers  at  the  Office 
of  Management  &  Budget  come  up 
with  $327  billion. 

To  further  confuse  the  issue,  there 
is  no  standard  measure  of  the  deficit. 
There  are  at  least  four  methods  for 
measuring  the  deficit,  depending  on 
whether  Social  Security  and  deposit 
insurance  are  included  or  excluded,  to 
say  nothing  of  the  deficit  in  the  na- 


tional income  and  product  account' 
In  a  world  of  sound  bites,  medi 
commentators  and  politicians  rarel 
specify  w  hich  deficit  number  they  ar 
talking  about. 

Even  if  the  specific  deficit  numbe 
is  identified,  there  is  a  deeper  prob 
lem.  Government  officials  resist  a 
prudent  efforts  to  put  their  account 
on  an  accrual  basis,  and  so  ou 
$6  trillion  economy  has  all  the  book 
keeping  sophistication  of  a  child1 
lemonade  stand.  No  private  busines 
could  be  run  on  such  rudimentar 
accounting. 

In  addition  to  the  lack  of  accru; 
accounting,  everything  from  a  25 
cent  pencil  to  billions  of  dollar* 
worth  of  bridges,  roads  and  othc 
productive  assets  is  expensed.  Ther 
are  no  capital  accounts,  even  thoug 
the  General  Accounting  Office  has  fo 
years  been  recommending  that  gov 
eminent  accounting  be  brought  int< 
the  20th  century. 

Examples  of  the  crudeness  of  ou 
economic  measurements  are  every 
where.  The  original  Standard  Indus 
trial  Codes  that  once  told  us  ho\ 
industry  w  as  organized  are  now  hope 
lessly  out  of  date.  Of  the  12  major  si* 
code  divisions,  only  2  reflect  the  set 
vice  industry,  yet  about  80%  of  a 
employed  Americans  work  in  the  set 
vice  sector. 

Our  productivity  figures  are  simi 
larly  flawed.  Only  about  40%  of  th 
companies  in  the  service  sector  ar 
even  measured  for  productivity  in 
creases,  while  we  continue  to  collec 
data  on  yesterday's  society.  For  ex 
ample,  government  numbers  revea 
the  number  of  railway  brakemen- 
once  an  important  figure — but  fai 
to  tell  us  the  number  of  compute 
programmers. 

Who  would  contest  that  the  hug 
investment  in  software  that  runs  ou 
factories  and  businesses  is  an  asset 
And  vet  software  is  uncounted  ii 
our  national  investment  figures 
which  still  concentrate  on  brick 
and  mortar. 

Since  so  much  political  and  eco 
nomic  policy  is  built  upon  thes 
uncertain  numbers,  it  is  time  for 
national  effort,  using  modern  com 
puter  power,  to  set  up  new  nation; 
accounts  and  modern  accounting 
Bad  numbers  cannot  support  gooi 
policy. 
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PORSCHE  DESIGN  watches  available  ot  these  line  jewelers: 
Austin,  TX 

Donald  Wilson  Jewelers,  50 1 0  Burnet  Road 
78756-2697  (512)  451-2105 
Bala  Cynwyd,  PA 

Albert  Govberg  &  Sons,  292  Montgomery  Avenue 
19004  (215]  664-1715 
Bal  Harbour,  FL 

Tourneau  Inc.,  9700  Collins  Avenue  33  154 
(305|  866-43 1 2 
Beaver,  PA 

Orr's  Jewelers,  690  Third  Street  1 5009-2 116 
(41 2]  728-3800 
Beverly  Hills,  CA 

Porsche  Design,  236  North  Rodeo  Drive  90210 
(310]  205-0095 

Princess  Jewels  Collection,  9876  Wilshire  Blvd. 

90210(213)276-5556 

Boston,  MA 

Dorfman  Jewelers,  24  Newbury  Street  02 1 1 6 
(617)536-2022 

Carmel,  CA 

Hesselbein's,  Inc.,  202  Crossroad  Blvd.  93923 
(408)  625-2522 

Chicago,  IL 

Henry  Kay  Jewelers,  Water  Tower  Plozo,  3rd  level, 
835  North  Michigan  6061 1  |312)  467-6515 

Cincinnati,  OH  ' 

Swiss  Time  Ltd.,  9393  Montgomery  Road  45242 

1513)793-4330 

Costa  Mesa,  CA 

Porsche  Design,  South  Coast  Plazo,  3333  Bristol 
Street  92626  (714)  662-2992  , 
Dallas,  TX 

Castel  Jewelry,  13350  Dallas  Parkway,  Suite  2700 
75240(214)788-0233 

Denver,  CO 

Hyde  Park  Jewelers,  7777  E.  Hampden  Avenue 
80231  (303)  755-3541 
Fargo,  ND  . 

Royal  Jewelers,  73  Broadway  58 1 02 
(701)232-2491 

Glastonbury,  CT 

Bariboult  Jewelers,  361  New  London  Turnpike 
06033(203)633-1727 

Great  Neck,  NY 

Jewels  by  Viggi  Ltd.,  26  Middleneck  Road  1 1 02 1 
(516)829-6161 

Greenwich,  CT 

Manfredi  Jewelers,  121  Greenwich  Avenue  06830 
(203)622-1414- 

Honolulu,  HI 

Royat  Hawaiian  Gems,  2301  Kolakouo  Avenue, 
#C  1 05  968 1 5  |808]  926-2722 
Ketchum,  ID 

Jensen  &  Stern,  35 1  Leodville  Avenue  83340 
(208]  726-2361 
Las  Vegas,  NV 

Porsche  Design/  Forum  Shops  at  Caesars,  3500 
Las  Vegas  Blvd.,  South  89109  (702)  369-1410 
Lincolnwood,  IL 

Smart  Jewelers,  3350  Devon  Avenue  60659 
(708]  673-6000 
Miami,  FL 

Moray's  Jewelers,  224  SE  1  st  Street  33 1 3 1 
(305|  3740739 

New  Orleans,  LA 

Adler's,  722  Canol  Street  70130-2310 
(504]  523-5292 
Newport  Beach,  CA 

Traditional  Jewelers,  203  Newport  Drive,  Fashion 
Island  92660  (7 1 4]  72 1  -90 1 0 
New  York,  NY 

American  Wempe  Corp  ,  700  Fifth  Avenue  1 00 1 9 
(212)397-9000 

Cellini  Jewelers,  509  Madison  Avenue  1 0022 
(212]  888-0505 

Cellini  Jewelers,  Waldorf  Astoria  Hotel,  301  Park 

Avenue  10022  (212)  751-9824 

Joseph  Edwards  Jewelers,  323  Madison  Avenue 

10017(212)682-0383  '-. 

Tourneau  Inc.,  500  Madison  Avenue  1 0022 

(2 12T  758-3265 

Tourneau  Inc.,  635  Madison  Avenue  10022 

(212)563-6880 

Palm  Beach,  FL 

Embassy  Palm  Beach,  337  Worth  Avenue  33480 
(407)  655-4844 

Tourneau  Inc.,  1 75  Worth  Avenue  33480 
(407)  832-8812 
Raleigh,  NC 

Haydon  &  Company  Inc.,  1 803  Oberlin  Road  27622 
(919)781-1293 

Richmond,  VA 

Carreras,  Ltd.,  150  Sovran  Plaza  23277 
(804)  780-9191 

San  Antonio,  TX 

Moretti's  Fine  Jewelry,  1 74  North  Star  Mall  78279 
(512)340-4074 

San  Francisco,  CA 

Shapur,  245  Post  Street  94 1 08 

(415|392-1200 

Salt  Lake  City,  UT 

O.C.  Tanner,  20-E.  South  Temple  84101 
(801)532-3222 


Compass  watch 

Designer  Ferdinand  A.  Porsche 
Manufactured  by  IWC  Schaffhausen 
Case,  compass  and  bracelet  with 
fine  adjustment  in  titanium 
Mechanical  movement  with 
automatic  winding.  Four  sapphire 
crystals.  Screw-in  crown 
Water-resistant  to  30  meters 

PORSCHE  DESIGN 

*  IWC 


$5,500 

Manufacturers  suggested  retail  price 
For  further  information  and  a  complete  catalogue  on  all  IWC  masterpieces 
please  call  1-600-432-9330 


Our  hazardous  waste  treatment  center  in  Hong  Kong  can  handle  wa: 
from  10,000  factories.  Leaving  little  reason  for  harmful  chemicals  ever 
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George  Soros  and  his  friends  have  probably  never 
heard  of  Vittorio  Gori.  But  Gori  may  have  as  much 
to  do  with  gold's  recent  surge  as  they  did. 

Italy's 

gold  standard 


By  Peter  Fuhrman 

Vittorio  Gori  is  president  and  prin- 
cipal owner  of  Uno  A  Erre.  Based  in 
the  Tuscan  hill  town  of  Arezzo,  it  is 
the  world's  largest  gold  jewelry  man- 
ufacturing company.  Gori  buys  more 
gold  than  anyone  else  active  in  the 
international  markets — over  2.5  tons 
a  month  for  jewelry  and  around  1.5 
tons  a  month  as  a  trader,  worth  $45 
million  a  month  on  average,  at  cur- 
rent prices. 

But  Gori's  importance  to  the  gold 
market  is  more  than  just  tonnage.  His 
company  played  the  key  part  in  the 
tripling  in  the  last  decade  of  sales  of 
gold  jewelry  (which  absorbs  over  80% 


of  world  gold  sales).  The  expectation 
that  gold  jewelry  sales  will  continue  to 
climb — coupled  with  a  gradual  falloff 
in  1,850-ton  annual  global  mine  out- 
put of  the  metal — is  an  important 
factor  behind  the  recent  stampede  by 
George  Soros,  Sir  James  Goldsmith 
and  other  shrewd  investors  into  the 
gold  market. 

Despite  a  weak  economy  in  much 
of  the  developed  world,  sales  of  gold 
jewelry  rose  14%  last  year,  to  $33 
billion,  according  to  the  World  Gold 
Council,  the  industry  trade  group. 
The  tonnage  rose  even  faster.  The 
trend  continues.  Gold  jewelry  sales  in 


Vittorio  Gori  of  Uno  A  Erre 

Huge  clout  in  the  world's  gold  markets. 


the  U.S.,  still  the  largest  market  in  th 
world,  were  up  9%  in  the  first  quartc 
of  this  year  over  the  corresponds 
period  in  1992. 

As  well  as  being  a  major  buyer  an 
fabricator  of  gold,  Vittorio  Gori1 
Uno  A  Erre  is  also  the  world's  leadin 
manufacturer  of  the  machines  used  ti 
make  gold  chain.  Chain  is  the  mail 
intermediary  product  in  the  jcwelr 
industry,  where  it  is  used  to  mak 
necklaces,  earrings,  watchbands  an 
bracelets.  In  the  U.S.,  where  heav 
gold-chain  necklaces  are  all  the  rag 
among  the  performers  and  fans  of  ra 
music,  over  100  tons  of  gold  chai: 
were  sold  last  year,  much  of  it  mad 
with  Gori's  machines. 

Uno  A  Erre — the  name  translate 
as  "One  A.R.,"  with  the  initials  stand 
ing  for  Arezzo — was  founded  b 
Gori's  father,  Leopoldo,  and  a  part 
ner,  Carlo  Zucchi,  in  1926.  Thanks  t< 
the  Gori  and  Zucchi  clans,  sceni 
Arezzo  (pop.  85,000)  has  become  ti 
gold  jewelry  what  Pittsburgh  was  ti 
steel.  There  are  now  more  than  1 ,00< 
manufacturers  in  Arezzo  turning  ou 
over  200  tons  of  jewelry  a  year,  equal 
ing  the  output  of  the  entire  U.S. 
jewelry  trade. 

Leopoldo  Gori  (who  retired  a 
president  of  the  company  in  1980  bu 
is  still  active  at  age  96)  understoo* 
that  most  jewelers  were  artisans,  nq 
modern  manufacturers.  They  turne 
out  small  lots  of  custom-made  gol 
jewelry  at  high  cost.  Leopoldo  calcu 
lated  that  if  he  could  devise  a  machin 
to  mass-produce  gold  chain,  then  h 
could  supply  jewelers  with  a  basi 
building  block  of  their  trade. 

It  took  Leopoldo  until  the  1970s 
perfect  his  chain  machine,  whic 
works  like  a  complicated  sewing  mi 
chine — cutting,  twisting,  looping  an 
threading  gold  wire  into  chains  c 
dozens  of  sizes  and  thicknesse 
Gori's  machine-made  chain  was  th 
basis  of  today's  gold  jewelry  retailin 
business. 

Uno  A  Erre  grew  to  900  employe 
by  the  mid-1980s.  Net  profit  froi 
jewelry  sales  peaked  at  $3  million  i 
1989,  on  sales  of  $320  million. 

But  in  1990  things  turned  sou 
The  jewelry  company  lost  $1  million 
year  in  1990  and  1991 ,  despite  stron 
increases  in  turnover.  These  lossi 
were  covered  by  profits  from  Uno 
Erre's  machine  sales  and  a  gold  refh 
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ing  business.  It  was  the  ma- 
chine sales  that  triggered 
the  company's  problem. 

After  selling  gold-chain 
machines  for  a  few  years, 
Uno  A  Erre  was  suddenly 
confronted  with  competi- 
tors selling  gold  chain,  both 
n  Italy  and  abroad  in  Thai- 
and,  Hong  Kong  and  even 
tiny  Bolivia. 

Margins  collapsed.  In 
the  key  U.S.  market,  14- 
tarat  gold  chain  wholesales 
?or  around  $11  a  gram 
$310  an  ounce).  Gold  rep- 
■esents  $10  of  that  price, 
,vhile  a  further  65  cents 
nust  be  paid  in  U.S.  import 
duties.  That  leaves  just  35 
tents — barely  3% — to  cover 
die  costs  of  manufacturing 
he  chain  and  shipping  it. 

Uno  A  Erre's  margins 
lad  sunk  so  low  because  it 
lad  become  the  high -cost 
producer.  It  had  decreased 
its  reliance  on  subcontrac-  HBMI 
prs  and  fed  more  work  to 
}ts  bloated,  inflexible  and  high-cost 
linionized  work  force.  The  company 
vas  also  battered  by  sloppy  inventory 
lontrols  and  too  much  unpaid  work 
h  progress.  Sometimes  $100  million 
p  gold  was  sitting  around  the  factory 
(waiting  manufacture  or  shipment. 
I  At  the  time,  Uno  A  Erre  was  run  by 
jrofessional  managers  installed  by 
ilttorio  Gori's  father,  Vittorio,  then 


Gori's  gold  chain  machine 
The  key  to  a  $33  billion  business. 


44,  was  working  in  a  distribution 
subsidiary  of  the  company.  But  he 
organized  the  support  of  members  of 
the  Zucchi  family  and  reclaimed  the 
company  in  December  1991 .  "Some- 
times the  owners  must  take  on  the  full 
responsibilities  of  ownership,"  says 
Gori,  from  his  small  office  in  the  Uno 
A  Erre  factory  building. 

Gori  is  no  shrinking  violet.  Since 


taking  over,  he  has  cut  the 
work  force  by  almost  15% 
and  has  started  controlling 
the  inventory  problem. 
Borrowing  from  the  Japa- 
nese, he  has  pushed  more 
work  to  subcontractors. 
Marketing  has  also  been 
improved. 

In  Italy,  where  the  com- 
pany sells  60%  of  all  wed- 
ding rings,  Uno  A  Erre  is 
introducing  a  new  model — 
a  ring  specially  designed  so 
a  husband  can  add  a  small 
diamond  to  his  wife's  band 
at  each  anniversary. 

These    steps  narrowed 
losses  in  the  jewelry  busi- 
ness to  $800,000  last  year, 
including  the  cost  of  lay- 
offs. This  year,  as  more 
workers  are  shed,  the  jewel- 
ry company  should  break 
even,  and  be  in  the  black  in 
1994.  Gori  hopes  one  day 
to  give  up  the  president's 
job  and  go  back  to  a  super- 
visory role. 
Italy's  widening  political  corrup- 
tion scandal  has  captured  the  head- 
lines, but  there  is  a  similar,  if  less 
heralded,  shakeout  taking  place  in 
much  of  Italian  industry.  The  basic 
lesson — learned  the  hard  way  by  Vit- 
torio Gori  and  many  other  Italian 
businessmen — is   this:   Hard  work 
goes  further  than  la  dolce  vita  toward 
making  money.  ■■ 


r 

dl  that  glitters... 

HE  U.S.  is  the  largest 
>reign  market  for  Uno  A 
j  rre,  which  exports  70% 
jf  its  $500  million  output 
if  gold  jewelry.  And  Zale 
orp.,  which  filed  for  bank- 
lptcy  protection  in  Jan- 
iry  1992,  was  its  largest 
ngle  customer.  The  Ital- 
1ns  lost  $2  million  when 
lie  2,000-store  Zale 
lain  filed  Chapter  1 1 . 
Now  managers  at  Uno 
ii  Erre  are  growing  queasy 
rex  the  financial  shuf- 


fling at  Finlay  Enterprises. 
Finlay  is  now  Uno  A 
Erre's  largest  customer. 

What  worries  them? 
One-third  of  Finlay's  770 
outlets  are  in  stores 
owned  by  retail  chains  op- 
erating under  Chapter  1 1 
protection.  Finlay  doesn't 
own  any  shops.  It  man- 
ages under  license  the  jew- 
elry departments  for  such 
large  department  store 
chains  as  May  Depart- 
ment Stores,  Federated 
Inc.  and  Carter  Hawley 
Hale.  The  Italians  are  con- 
cerned at  the  possible  loss 
of  another  large  number  of 


outlets. 

Now  Finlay,  which 
netted  $5.5  million  (before 
extraordinary  charges)  on 
sales  of  $473  million  in  the 
year  to  January  1993,  has 
just  put  the  final  touches  on 
a  public  offering.  The 
company  is  raising  $78  mil- 
lion by  issuing  shares  and 
debentures.  But  instead  of 
using  the  money  to  re- 
duce its  heavy  $220  million 
in  debt,  Finlay  plans  to 
use  almost  40%  of  the  cash 
to  purchase  shares  held 
mainly  by  Finlay's  chair- 
man, David  Cornstcin, 
and  board  member  Harold 


Geneen,  the  once-upon- 
a-time  itt  conglomerator. 

Removing  the  money 
from  Finlay  worries  Uno  A 
Erre.  That's  because,  in 
effect,  Uno  A  Erre  provides 
Finlay  with  its  working 
capital.  Finlay  takes  most  of 
its  merchandise  on  con- 
signment. This  arrange- 
ment pleases  Finlay's  big 
creditors,  but  the  inventory 
finance  costs  eat  away  at 
Uno  A  Erre's  already  slen- 
der margins.  The  Italian 
company  must  pay  up  front 
for  the  gold  bullion  it 
makes  into  products  sold  at 
Finlay's  shops.     -P.F.  M 
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Here's  one  way  to  get  international  payments 
back  into  balance:  Japanese  investors  lost 
more  than  $20  billion  in  California  and  Hawai 

Foreign  aid 


By  John  H.  Taylor 

More  than  500  dignitaries,  many  of 
them  flown  in  from  Japan  for  the 
weekend,  gathered  in  Maui  for  the 
1991  opening  of  the  $600  million 
Grand  Hyatt  Wailea.  At  a  cost  of 
about  $762,000  a  room,  it  was  re- 
portedly the  most  expensive  hotel 
ever  built  in  the  U.$.  Takeshi  Sekigu- 
chi,  the  Japanese  businessman  who 
was  the  developer  and  also  part  owner 
of  the  hotel,  got  up  to  address  the 
august  crowd. 

Yes,  he  admitted,  there  were  those 
who  said  the  hotel  was  too  expensive 
to  ever  make  money.  Not  to  worry. 
He  could  make  it  work.  He  would 
make  it  work.  Thunderous  applause. 

But  like  specters  at  a  feast,  a  table  of 
Japanese  gentlemen  sat  somberly, 
looking  as  if  they'd  just  eaten  bad 
squid.  Not  bad  seafood  but  bad  loans 
preyed  on  these  party  poopers.  They 
were  Sekiguchi's  bankers.  They  won- 
dered where  the  customers  would 
come  from  at  $700  per  night  to  fill 
75%  of  the  hotel's  rooms.  That's  what 
the  massive  hotel  would  need  to  be 
profitable. 

Since  opening  21  months  ago,  the 
Grand  Hyatt  Wailea  has  confirmed 
the  bankers'  worst  fears.  Last  year  the 
hotel  got  an  average  room  rate  of 
$250  a  night  and  had  an  average 
occupancy  rate  of  65%. 

What's  the  $600  million  hotel 
worth?  "At  best,  it's  worth  $300  mil- 
lion, probably  closer  to  $200  mil- 
lion," says  Anthony  Downs,  a  senior 
fellow  at  the  Brookings  Institution 
and  leading  real  estate  consultant. 

If  misery  loves  company,  however, 
Sekiguchi  can  take  consolation  in  lots 
of  fellow  sufferers.  Japanese  investors 
poured  into  California  and  Hawaii 
realty  projects  between  1985  and 
1992.  Most  are  now  w  orth  no  more 
than  50  cents  on  the  dollar. 

Take  Ko  Olina,  a  640  acre  project 


20  miles  west  of  Honolulu  and  nes- 
tled between  an  oil  refinery  and  an 
electric  power  plant.  It  was  envisioned 
as  a  $3  billion  community,  complete 
with  four  man-made  lagoons,  a  golf 
course,  seven  hotels  and  5,200  resi- 
dential units.  Today  it  sits  mostly 
empty,  with  a  single  hotel  under  con- 
struction and  not  one  home  built. 
Asked  what  happened,  a  lone  security 
guard  at  the  entrance  to  the  project 
says,  "The  Japanese  money,  it  no 
come  anymore." 

In  downtown  Los  Angeles,  where 
the  Japanese  own  about  45%  of  all 
premium  office  space,  values  on  office 
buildings  have  dropped  40%  to  50% 
since  the  Japanese  bought  them  in  the 


late  1980s.  There's  Arco  Plaza,  a  2.4 
million-square-foot  office  complex 
bought  by  Shuwa  Investments  Corp 
in  1986  for  $620  million.  The  compa 
ny  had  to  ante  up  another  $75  millior 
to  remove  asbestos  and  install  sprin 
klcrs,  bringing  its  total  investment  t< 
nearly  $700  million,  or  almost  $300  ; 
square  foot. 

Since  the  acquisition,  the  vacanq 
rate  in  downtown  Los  Angeles  ha: 
climbed  to  nearly  25%,  and  rents  haw 
fallen  from  $30  a  square  foot  for  high 
quality  office  space  to  between  $15 
and  $20  a  square  foot.  Deduct  the  $£ 
to  $9  a  square  foot  it  costs  to  operatt 
Arco  Plaza,  and  Shuwa  is  at  bes 
generating  a  yield  of  about  3%,  proba 
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bly  far  less.  "Shuwa  could  easily  lose 
$300  million  on  this  deal,"  says  Kurt 
Shelger,  a  respected  Los  Angeles  real 
estate  appraiser. 

A  few  blocks  from  Arco  Plaza, 
Shuwa  bought  another  piece  of 
downtown  land,  this  time  an  entire 
block  on  which  it  planned  to  build  an 
office  complex  known  as  Shuwa  Pla- 
za. After  paying  a  reported  $76  mil- 


the  existing  buildings  on  the  site  but 
never  broke  ground  on  the  proposed 
complex.  Annual  interest  and  tax  bills 
total  probably  about  $7  million. 

The  buying  binge  had  its  origins 
with  the  1986  lowering  of  the  Japa- 
nese discount  rate  to  2.5%  from  3.5%. 
That  move  produced  a  euphoric  peri- 
od of  easy  credit  that  pushed  Japanese 
real  estate  and  stock  market  values  to 
silly  highs.  Japan's  largest  banks, 
among  them  Industrial  Bank  of  Ja- 
pan, Long-Term  Credit,  Mitsubishi, 
Mitsui  and  Sumitomo,  encouraged 
this  new  generation  of  millionaires  to 
diversify  their  holdings  by  buying  real 
estate  in  the  U.S.  They  couldn't  lose. 
This  was  prime  real  estate,  and  they 
weren't  making  any  more  of  it. 

The  banks  weren't  worried.  They 
figured  that  the  borrowers'  real  estate 
or  stockholdings  in  Japan  would 
more  than  cover  any  potential  loss  in 
the  U.S.  Meanwhile,  there  were 
handsome  fees  for  the  banks. 

"The  banks  told  Japanese  clients 
that  they  would  lend  money  for  any 
U.S.  real  estate,  no  questions  asked," 
recalls  Yukuo  Takenaka,  a  Los  Ange- 
les investment  banker.  "Some  of 
these  guys  never  even  saw  the  proper- 
ties before  buying  them." 

At  the  peak  of  the  acquisition  fren- 
zy, Tokyo  billionaire  Genshiro  Kawa- 
moto rode  around  Honolulu  in  a 
chauffeured  limousine,  stopping  at 
houses  he  liked  and  making  cash  of- 
fers. Another  Japanese  firm  offered 
$45  million — or  $900  a  square  foot- 
to  buy  a  Catholic  church  about  100 
yards  from  Waikiki  Beach. 

The  deal  went  all  the  way  to  the 
Vatican  before  being  rejected.  "I 
think  the  Pope  made  a  bad  deal," 
quips  Honolulu  real  estate  consultant 
Michael  Sklarz.  "He'll  never  get  that 
price  again." 

In  many  cases  the  Japanese  made 
investments  without  the  benefit  of  a 
pro  forma  (the  development  docu- 
ments that  justify  the  project  eco- 
nomically), an  analysis  of  the  leases  or 
even  a  study  of  competing  projects. 
They  ignored  cash  flow  analyses,  be- 
lieving cash  flow  to  be  irrelevant  be- 
cause the  properties  were  certain  to 
appreciate  dramatically — just  as  they 
had  in  Japan. 

But  the  bubble  burst  when  the 
Nikkei  Index  fell  from  almost  39,000 
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Japanese  real  estate 


Looming  losses  for  Japanese  investors 


Property 

Buyer 

Purchase  price 

Value  today 

($mil) 

($mil)  ' 

Pebble  Beach 

Minoru  Isutani 

$841 

$300 

Arco  Plaza 

Stiuwa  Investments 

.  620 

300 

Grand  Hvatt  Wailea 

Ulaliu  cijull  ffalica 

T^A/Knmflpai  fiiimi 

1  O'V  l\U  1 1 1  0  ),  G  1  UUIIII 

600* 

250 

Hyatt  Regency  Waikoloa 

HRW  Ltd. 

360* 

100 

Mauna  Kea  Hotel  and  Resort 

Seibu  Group 

315 

100 

Westin  Maui 

Abe  International 

290 

150 

LaCosta  Resort 

Sports  Shinko 

250 

75 

Hotel  Bel-Aire 

Sazale  Group 

110 

60 

Dana  Point  Resort 

Tokyo  Masuiwaya 

105 

40 

'Development  cost.  Hotel  built  by  the  Japanese, 


Since  1985  Japanese  investors  have  poured  $43  billion  into  Hawaii  and  California. 
Some  of  the  biggest  deals  turned  out  to  be  the  worst. 


in  December  1989  to  20,000  in  Oc- 
tober 1990.  The  Japanese  banks  sud- 
denly felt  a  squeeze  on  capital.  For  the 
first  time  lending  became  tighter,  es- 
pecially on  real  estate.  Then  the  Bank 
of  Japan  restricted  monetary  policy, 
which  had  the  effect  of  doubling  in- 
terest rates,  from  4%  to  8%.  Lending 
on  overseas  projects  was  discouraged 
by  the  Ministry  of  Finance. 

No  longer  could  a  Japanese  bor- 
rower call  up  his  bank  and  get  a  few 
million  dollars  to  tide  him  over  on 
cost  overruns  on  a  hotel  on  Oahu  or 
an  office  building  in  San  Francisco. 
No  more  talk  about  "they  aren't  mak- 


ing any  more  of  it."  In  Tokyo  land 
prices  have  fallen  by  30%  since  1990. 

Now  Japanese  investors  or  their 
banks  face  a  tough  choice:  Should 
they  swallow  their  losses  and  get  out 
or  try  hanging  on  for  a  turn?  A  good 
many  Japanese  investors  seem  ready 
to  cut  their  losses.  Morgan  Stanley 
was  hired  by  a  bank  syndicate  headed 
by  Mitsubishi  Trust  and  Mitsui  Trust 
to  try  to  sell  Hawaii's  Hyatt  Regency 
Waikoloa,  a  $360  million  luxury  hotel 
on  the  Big  Island  that  has  been  losing 
an  estimated  $40  million  a  year.  Ask- 
ing price,  about  $100  million. 

Last  year  a  group  led  by  Mitsui 


Trust  put  up  $92  million  to  buy  the 
Fmbassy  Suites  resort  on  Maui  from 
Masao  Sen,  a  popular  nightclub  sing 
er  in  Japan.  The  bank  was  simph 
protecting  a  bad  loan.  Three  year: 
earlier  Sen  had  borrowed  $100  mil 
lion  from  Mitsui  and  other  banks  tc 
buy  the  hotel  for  $151  million. 

One  thing  Japanese  banks  are  no 
doing  is  foreclosing  on  bad  loans 
Foreclosure  is  bad  form  in  Japan- 
too  confrontational.  Rather  than  gc 
through  a  formal  foreclosure,  a  Japa 
nese  lender  will  often  quietly  arrange  ; 
sale,  usually  to  one  of  the  bank's  owr 
subsidiaries.  Or  it  may  quietly  install  it 
own  staff  to  take  over  a  project  tha 
remains  nominally  in  the  hands  of  th< 
borrower.  Or  the  bank  will  dispatel 
key  personnel  to  go  to  work  for  th< 
borrower.  A  rare  exception  was  Sumi 
tomo  Bank's  decision  last  year  to  tak< 
over  the  5,300-acre  Pebble  Beach  gol 
resort  from  Japanese  bsuinessmai 
Minoru  Isutani,  who  had  acquired  it  u 
1990  from  Marvin  Davis  for  $84] 
million.  The  bank  is  said  to  be  shop 
ping  die  property  for  $300  million 
Among  rumored  buyers:  Davis. 

Says  Los  Angeles  real  estate  consul 
tant  Thomas  Miller:  "The  mistake  al 
these  investors  made,  Japanese  o] 
otherwise,  was  to  assume  a  linear  pro 
gression  of  rents  and  of  absorption  ii 
all  real  estate  categories."  Unfortu 
nately,  life  doesn't  always  go  ii 
straight  lines.  ■ 


The  Pebble  Beach 
golf  resort 
Acquired  for 
$841  million 
in  1990,  it's  now 
rumored  to  be 
for  sale  for 
$300  million. 
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For  years,  Household  International  planned  an  orderly  transition  of 
power  in  the  executive  suite.  Then  tragedy  intervened. 


Horse  race 


By  Marcia  Bcrss 

The  transition  of  power  at  House- 
hold International,  the  nation's  old- 
est and  largest  consumer  finance  com 
pany  (assets,  $33  billion),  seemed  so 
smooth.  For  a  decade  Chairman  and 
Chief  Executive  Donald  Clark  had 
handled  strategy  and  for  the  last  five 
years  left  day-to-day  management  to 
President  Edwin  Hoffman,  1 1  years 
(Mark's  junior.  In  January  the  board 
named  Hoffman  chief  executive, 
ready  for  Clark's,  retirement  in  1996. 

Then,  tragedy.  In  April  Hoffman 
died  suddenly,  of  a  heart  attack. 

With  all  of  that  careful  planning  out 
the  window,  Clark  has  now  set  three 
rivals  to  fight  it  out  for  his  job.  He  has 
created  an  office  of  the  president, 
consisting  of  the  heads  of  House- 
hold's three  major  units:  Robert  El- 
liott, 52,  from  Household  Finance; 
Joseph  Saunders,  47,  the  head  of  the 
credit  card  operation;  and  Antonia 
Shusta,  43,  of  Household  Bank.  Clark 
makes  it  clear  none  of  the  troika  has 
the  nod.  "Maybe  all  three  will  be 
disappointed,"  says  Clark,  adding  he 
may  replace  himself  with  an  outsider. 

Whoever  gets  the  top  job  at  subur- 
ban-Chicago-based Household  will 
have  his  or  her  work  cut  out.  Every 
part  of  Household's  business  is 
changing.  As  commercial  bank  lend- 
ing to  corporations  declines,  the 
banks  are  increasingly  competing  for 
Household's  traditional  middle 
America  customers  (age  25  to  54, 
income  $25,000  to  $65,000),  at  a 
time  when  the  number  of  these  tradi- 
tional customers  is  shrinking. 

"There's  an  aging  population  and 
growing  underclass,"  says  Elliott  of 
Household  Finance,  the  company's 
biggest  unit.  "We  don't  have  as  many 
customers  who  got  out  of  the  service, 
got  a  job  in  a  factory  and  became  our 
lifetime  customer." 

To  compete  in  this  more  difficult 
world,  Clark  has  been  cutting  costs  by 
closing  branch  offices  and  consolidat- 


ing underwriting,  processing  and  col- 
lection operations  into  regional  ser- 
vice centers.  Operating  expenses  are 
down  to  3.3%  of  receivables  from 
7.6%  in  1985.  (Rival  Beneficial 
Corp.'s  operating  expense  ratio: 
about  7.5%.) 

That  helped  make  Household  the 
U.S.'  biggest  home  equity  lender. 
"My  cost  to  produce  an  individual 
[home  equity  loan]  transaction  is 


lower  than  any  bank  in  the  country, 
boasts  Elliott. 

In  consumer  finance  Househol 
now  does  about  the  same  volume  £ 
Beneficial,  but  with  about  half  th 
number  of  offices.  Elliott  says  that  t 
make  a  2%  return  on  assets,  Benefici; 
has  to  find  customers  willing  to  pa 
20%.  "How?  You  fish  lower,"  saj 
Elliott.  "Then  your  operating  es 
pense  ratio  goes  up.  We  opted  to  gfl 
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Household  International 


off  that  treadmill."  Monthly  pay- 
ments on  a  $25,000  second  mortgage 
from  Household  are  $238,  versus 
$312  from  Beneficial,  says  F.lliott. 

Household's  branch  closures  are  a 
radical  departure  in  an  industry  that 
believes  that  offices  are  necessary  to 
monitor  delinquencies.  Competitors 
say  Household's  moves  have  yielded 
higher  loan  losses:  In  1992  its  charge  - 
offs  were  2.6%  of  receivables,  versus 
1.8%  at  beneficial.  Yet  Household's 
huge  operating  expense  advantage  is 
more  than  enough  to  absorb  the 
higher  charge-offs,  supporters  say. 
Concedes  a  competitor:  "Household 
has  enormous  upside  potential  if  the 
economy  improves." 

And  the  economy  seems  to  be  mov- 
ing in  Household's  favor.  In  the  first 
quarter  of  1993,  for  the  fifth  quarter 
in  a  row,  Household's  U.S.  delin- 
quencies fell,  to  4%.  Declining  delin- 
quencies usually  foreshadow  lower 
charge-offs. 

To  compensate  for  the  shrinkage  of 
Household's  base  of  traditional  cus- 
tomers, ("lark  has  moved  Household 
into  new  markets,  such  as  credit  cards. 
Since  starting  to  acquire  card  portfo- 
lios in  1987,  Household  has  become 
the  U.S.'  eighth-largest  card  issuer. 
But  growth  by  acquisition  is  over,  says 
credit  card  chief  Saunders:  "Banks 


can't  afford  to  get  rid  of  portfolios  at  a 
time  when  it's  difficult  to  put  good 
assets  on  the  books." 

The  tactic  now  is  to  form  alliances. 
Household's  credit  card  operation 
manages  .General  Motors'  new  $2.8 
billion  (receivables)  MasterCard,  and 
has  a  similar  venture  with  phone  com- 
pany Ameritech.  Saunders  says  more 
such  alliances  are  in  the  works. 

Clark  has  also  started  a  bank.  Be- 
ginning in  1988  Household  bought 
troubled  thrifts — mostly  for  their  de- 
posits and  customer  lists,  shunning 
their  loans.  Bank  chief  Shusta  claims 
the  bank  doesn't  cannibalize  the  fi- 
nance company,  even  though  a  home 
equity  loan  at  Household  Bank  costs 
8%,  versus  10.75%  at  Household  Fi- 
nance. The  bank  also  offers  other 
products,  such  as  first  mortgages. 
Shusta's  operation  is  still  acquiring: 
Household  Bank  earned  just  0.7%  on 
assets  in  1992,  below  the  0.9%  indus- 
try average. 

Drifting  away  from  U.S.  consumer 
financial  services  has  cost  Household. 
The  company  made  lots  of  loans  to 
leveraged  buyouts  and  real  estate 
projects  in  the  1980s,  which  are  now 
being  liquidated.  Only  about  half  of 
Household's  $1.8  billion  high-risk 
commercial  loan  portfolio  is  current 
on  interest  and  principal.  This  is  one 


reason  Household's  profits  last  year 
at  $191  million  ($3.85  a  share),  wen 
well  below  1990's  peak  of  $235  mil 
lion  ($5.75  a  share). 

Household  has  problems  overseas 
too.  Operations  in  the  U.K.,  Australi 
and  Canada — 14%  of  assets  all  told— 
lost  $60  million  in  1992  after  earninj 
$18  million  in  1989.  Clark  blame 
these  countries'  weak  economies  am 
says  he  has  put  in  new  managers  bette 
attuned  to  bad  times.  If  the  nev 
managers  can  cut  bad  loan  charge-off 
(5.5%  in  1992)  to  1990  levels  (2.1%) 
Clark  says  the  overseas  units  coul< 
add  $1.65  a  share  to  Household' 
bottom  line  in  the  next  two  years. 

Back  home,  Clark  promises  to  trin 
another  0.5%  from  Household's  op 
erating  expense  ratio  over  the  nex 
few  years.  That,  he  avers,  will  ad< 
$2.50  a  share  to  earnings.  Adding  u| 
all  the  improvements  and  assuminj 
moderate  economic  growth  here  an< 
abroad,  Clark  predicts  Househol< 
will  earn  the  $5.70  a  share  that  VVal 
Street  is  predicting  for  1993.  Analyst 
who  follow  Household  think  suc| 
earnings  could  propel  the  company] 
stock  from  its  current  level  of  69  t< 
well  over  80.  Wouldn't  that  provide 
graceful  exit  for  Clark  and  set  th| 
stage  for  the  man  or  woman  wfij 
succeeds  him?  ■ 


Household 
Finance  office 
in  Texas 
In  a  maturing 
market,  wooing 
those  with  little 
or  no  credit 
history  and 
those  intimidated 
by  the  banks. 
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Fairfax  County  offers 
easy  access  to  the  Capital 


If  you're  going  to  compete  in  the 
1st  century,  you're  going  to  compete 
obally.  Which  means  you'll  need 
listant  access  to  global  markets, 
rfaich  means  you'll  need  to  locate  in 
rirfax  County. 

Fairfax  County  is  within  minutes 
(Washington,  D.C.  And  within 
purs  of  every  major  city  in  the  world. 

Washington  Dulles  International 
Irport  and  Washington  National 
irport  offer  more  than  200  flights 


each  week  to  27  international  desti- 
nations. Including  nonstops  to 
Tokyo,  London,  Paris,  Rome,  Brussels, 
Zurich  and  Moscow.  Plus  nonstop 
and  direct  service  to  105  domestic 
destinations. 

All  of  which  puts  80%  of  the 
world's  population  within  a  day's  ride 
of  your  Fairfax  County  office. 
You  couldn't  be  in  a  more  competi- 
tive position. 

And  the  time  to  get  going  is  now. 


For  more  information,  send  in  the 
coupon.  To  move  into  the  21st 
century,  move  into  Fairfax  County. 

Please  send  me  more  information  on  locating  my 
business  in  Fairfax  County. 

Name  


Title   

Company  _ 

tddress  

City  

Zip  


State 


Plume 


Fairfax  t  bunty  Economic  Development  luthority 
XHItl  liooiic  ttouhvani  Suite        I  ienna,  I  irginia  221X2  1 
Telephone  7O)-7V0-O6O(),  Far  701  XV)  126V  H 


Fairfax  County,  Virginia.  The  21st  Century  Is  Here. 


The  computer  industry  is  strewn 
with  the  corpses  of  once-hot 
peripheral  makers.  Can  Media  Vision's 
Paul  Jain  beat  the  odds? 

Button-itis 


By  Julie  Pitta 

THREE  YEARS  AGO  Paul  Jain  started 
Media  Vision  Inc.  in  a  Fremont,  Calif, 
storefront.  Last  year  Media  Vision 
sold  $69  million  worth  of  its  multi- 
media peripherals  for  personal  com- 
puters, and  netted  $3  million,  34 
cents  a  share.  With  the  stock  recently 
trading  at  24,  Media  Vision  is  worth 
$312  million.  Jain,  now  47,  still  owns 
just  under  5%. 

Jain's  secret?  It's  the  old  story.  He 
exploited  a  niche — or,  in  Jain's  words, 
he  produced  a  product  that  was  spe- 
cialized, simple  and  affordable.  Says 
Jain:  "In  the  world  of  widgets,  there's 
this  notion  that  if  yours  has  3  buttons 
and  mine  has  15,  then  mine  is  better 
than  yours.  As  a  result,  engineers  have 
come  up  with  products  that  have 
more  buttons  than  the  consumer 
knows  what  to  do  with." 

Jain's  niche  is  peripheral  products 
that  add  sound  and  other  multimedia 
features  to  a  customer's  existing  per- 
sonal computer,  for  far  less  money 
than  a  new  multimedia  machine 
would  cost.  Tandy  Corp.  and  IBM,  for 
example,  have  come  out  with  multi- 
media res.  The  Tandy  Sensation!  ma- 
chine retails  at  around  $3,000,  with 
sound  but  not  full-motion  video, 
while  IBM's  Ultimedia  machine  costs 
around  $4,500. 

New  multimedia  machines  are  sell- 
ing well,  but  what  about  the  customer 
who  already  has  several  thousand  dol- 
lars invested  in  a  PC  and  doesn't  want 
to  start  from  scratch? 

And  so  Media  Vision's  peripheral 
products,  typically  costing  $400,  are 
selling  as  fast  as  the  company  can 
make  them.  Reports  Nick  Arnett, 
president  of  Multimedia  Computing 
Corp.,  a  Campbell,  Calif,  consulting 
firm:  "With  all  the  talk  about  multi- 
media, Media  Vision  is  one  of  the  few 


companies  actually  making  any  mon- 
ey today  in  the  business." 

Jain  learned  about  peripheral  PC 
products  as  president  of  Headland 
Technology,  which  sold  add-on 
graphics  and  color  boards  for  IBM  and 
Apple  PCs  through  retailers.  When 
Headland  was  acquired  by  LSI  Logic 
Corp.  in  1989,  Jain  started  Media 
Vision.  He  figured  that  if  he  could  sell 
add-on  multimedia  boards  to  a  small 
fraction  of  the  owners  of  the  25  mil- 
lion PCs  already  in  existence,  he  would 
have  a  flourishing  business. 

Jain  started  with  a  sound  board.  He 
reasoned  that  sound  was  like  graphics 
and  color — a  feature  that  was  an  obvi- 
ous enhancement  even  for  computer 
users  who  would  use  it  for  little  more 
than  playing  games.  Media  Vision's 
engineers  designed  sound  chipsets 
that  were  fabricated  by  third  parties. 
The  chipsets  were  then  packaged  into 
a  sound  board  for  retailers.  Priced  to 
retail  at  $389,  the  boards  immediately 
appealed  to  such  retailers  as  Comp 
USA,  Wal-Mart  and  Fry's  Electronics. 

Once  Media  Vision's  sound  boards 
were  moving,  Jain  turned  his  atten- 
tion to  video.  Media  Vision's  video 
card,  introduced  three  months  ago, 
enables  users  to  manipulate  video  im- 
ages on  their  PC  screens.  Media  Vi- 
sion's first  video  card  was  priced  to 
retail  at  $399,  about  $100  less  than 
products  from  leading  competitor 
Creative  Laboratories  Inc. 

Isn't  there  a  big  risk  here?  There  is 
indeed.  The  computer  industry's  his- 
tory has  shown  that  many  niche  play- 
ers like  Media  Vision  can  make  a  lot  of 
money  on  peripherals  in  a  short  span 
of  time,  only  to  wake  up  one  morning 
to  see  big  manufacturers  standardize 
and  incorporate  the  niche  features 
into  their  products,  and  thereby  drive 


Media  Vision's  Jain 
and  the  board  that 
allows  a  PC  to 
emit  sound  and 
display  video 
Multimedia  for 
today,  while 
others  sort  out 
tomorrow. 


the  niche  players  out  of  business. 

For  example.  Chips  &  Techno 
ogies,  Inc.,  which  made  peripher 
chips  for  IBM  PCs  and  clones,  saw  i 
market  swallowed  up  by  Intel  whd 
the  chip  giant  put  these  chips  into  i 
microprocessors.  Chips  &  Techno 
ogies  has  struggled  ever  since. 

To  save  Media  Vision  from  th 
fate,  Jain  has  been  peddling  his  soun 
and  video  chips  to  the  PC  manufactu 
ers.  Media  Vision's  sound  chipsets  se 
for  as  little  as  $15;  the  full-motic 
video  chipsets  go  for  $45. 

A  version  of  Compaq's  486  con 
puter,  for  instance,  can  now  tj 
bought  with  a  CD-ROM  drive  and 
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mnd  board  by  Media  Vision  already 
stalled  for  around  $2,000,  about 
S00  more  than  the  same  machine 
ithout  those  features.  The  Compaq 
achines  are  selling  briskly.  "Every- 
ling  that  has  a  sound  board  or  a  CD- 
[p)M  drive  is  flying  off  the  shelves," 
jys  Benjamin  Williams,  a  product 
anager  for  Compaq. 
This  strategy  may  buy  Media  Vi- 
bn  some  time,  but  further  down  the 
ad  chances  are  good  that  PC  and 
lip  manufacturers  will  produce  the 
atures  offered  by  Media  Vision.  Sev- 
al  big  companies  now  are  working 
|i  a  multimedia  box  that  will  sit  atop 
[television  to  transform  TV  viewing 


into  an  interactive  experience.  Well- 
known  names  like  Microsoft,  Intel 
and  General  Instrument  are  working 
on  one  such  box,  and  richly  funded 
3do — with  money  in  part  from  Mat- 
sushita Electric  Industrial  Co.,  AT&T, 
and  Time  Warner — on  another.  None 
is  a  customer  of  Media  Vision. 

Sensing  the  danger,  Jain  recently 
decided  to  move  into  the  content 
business,  which  is  games  and  stories 
illustrated  with  digital  sound,  video 
and  text  on  compact  discs.  Jain  hired 
Time  Warner's  Stan  Cornyn  and  Mi- 
crosoft's multimedia  publishing  exec- 
utive Min  Yee  to  create  new  titles  he 
hopes  to  sell  through  the  same  retail- 


ers that  carry  Media  Vision  products. 
Its  first  CD-ROM  title  will  be  out  by  fall. 

Like  Microsoft's  Bill  Gates  and 
other  smart  strategists,  Jain  figures 
content  will  soon  be  bigger  than  the 
applications  software  business. 

While  Jain  wisely  lets  giants  like 
Microsoft  and  Time  Warner  define 
the  multimedia  future,  he  is  building  a 
nice  business  giving  current  PC  users  a 
taste  of  multimedia.  At  the  same  time 
he's  getting  into  software,  a  market 
that's  always  made  room  for  a  good 
programmer  with  interesting  ideas. 
Under  Jain,  Media  Vision  might  just 
be  the  peripheral  maker  that  survives 
and  thrives.  SM 


>rbes  ■  June  21,  1993 


103 


CTTTTI 
£ii£ 


Hyundai  is  continuously  committing  itself  to  some  of  t 
world's  most  advanced  technologies  and  innovations  to  help  y 
grow  your  business  and  to  help  build  a  better  future  for  everyo: 


One  of  our  latest  achievements  was  the  introduction 
V  the  64M  DRAM  chips  in  1992  less  than  4  years  after  t 
development  of  the  1M  DRAM.  Hyundai  is  the  new  force  in  eL 
tronics  and  telecommunications  around  the  world. 

Having  earned  global  fame  for  the  Excel,  Sonata  and  Elant 
in  the  world's  auto  markets  since  1986,  Hyundai  has  develop 
the  HCD-2  sports  car,  taking 
automotive  aerodynamics  into 


a  new  age 

Our  expertise  in  large  scale  engineering  and  construct! 
projects  worldwide,  including  turn-key  base  plant  projects,  I 


MOBILES,  ELECTRONICS,  SHIPBUILDING,  ENGINEERING  AND  CONSTRUCTION,  MACHINERY  AND  EQUIPMENT,  PETROCHEMICALS 


CITTTHC! 


________ 


earned  us  more  than  US$24  billion  in 
overseas  contracts  over  the  period 


1966  to  1992. 


As  one  of  the  world's  leading  shipbuilders  for  over  20  years, 
3  have  delivered  over  530  vessels  including  the  world's  largest  super 
nkers.  And  with  our  reputation  for  the  highest  levels  of  technology 
id  innovative  design,  Hyundai  has  recently  launched  the 
markable  Moss-type  LNG  carrier. 


From  chips  to  ships.  . .  gSgr 
oindai.  Making  life  better  through  quality  and  innovation. 


Our  commitment  to  technology  is  also  illustrated 


such  areas  as  developing  a  maglev 


hide,  a  revolution  in  mass 


tnsit  system. 


HYUNDAI 


Building  a  better  future  for  everyone. 


PORTATION.  Find  out  how  Hyundai  can  help  you: Hyundai  Corporation  K.P.O.  Box  92,  Seoul,  Korea.  Tel (82-2)746-1873,  Fax(82-2)74l-234l. 


COMPUTERS/COMMUNICATIONS 


Alittle 

perspective, 

please 


COMMENTARY  RY  MITCHELL  KAPOR 


Mitchell  Kapor  is  the  founder  of 
Lotus  Development  Corp.  and  the  chairman  of  the 
Electronic  Frontier  Foundation.  He  can  be  reached 
on  the  Internet  at  mkapor@eff.org. 


In  its  Dec.  21,  1992  cover  story, 
headlined  "The  playground  bullies 
are  learning  how  to  type,"  Forbes 
perpetuated  a  dangerous  myth.  This 
magazine  blamed  a  new  generation  of 
"hacker  hoods11  for  an  epidemic  of 
computer  crime.  It  grates  on  me  to 
see  these  two  words — hacker  and 
hood — used  together. 

Til  begin  by  agreeing  that  comput- 
er crime  is  a  real  and  serious  problem. 
But  the  Forbes  cover  seemed  to  blur 
the  distinction  between  theft  and  free 
speech,  between  adventuresome 
teenagers  and  crooks.  Most  hackers 
are  just  playing  around  or  swapping 
information;  only  a  minority  are  out 
to  steal  it.  Hackers  are  not  hoods, 
though  a  few  may  be. 

If  I  sound  sensitive  on  this  point,  I 
have  good  reason.  In  the  summer  of 
1990  John  Perry  Barlow  and  I  found- 
ed the  Electronic  Frontier  Founda- 
tion to  challenge  Secret  Sendee  sei- 
zures of  computer  bulletin  board  sys- 
tems. Our  goal  was  simple  enough. 
We  wanted  to  establish  that  the  Bill  of 
Rights  applies  in  cyberspace  as  well  as 
on  Main  Street.  We  wanted  to  help 
assure  that  law  enforcement  people, 


while  fighting  crime,  do  not  violate 
the  free  speech  and  privacy  rights  of 
computer  bulletin  board  users.  We 
made  one  principle  clear  from  the 
start:  "Unauthorized  entry  into  com- 
puter systems  is  wrong  and  should  be 
illegal.11 

Big  high  tech  rip-offs  these  days 
have  to  do  with  the  theft  of  cellular 
and  PBX  codes.  These  can  run  up 
victims1  phone  bills  into  the  hundreds 
of  thousands  of  dollars.  According  to 
Donald  Delaney,  a  New  York  State 
Police  investigator  who  specializes  in 
this  area,  major  telecom  fraud  is  typi- 
cally committed  by  career  criminals  in 
their  30s,  many  of  whom  see  it  as 
more  lucrative  and  safer  than  the  drug 
business.  Hardly  your  typical  hacker. 

If  the  typical  17-year-old  hacker 
gets  caught  stealing  small  amounts  of 
phone  service  or  breaking  into  a  com- 
puter system  where  he  has  no  business 
being,  he's  scared  as  hell,  and  ready  to 
confess.  He's  highly  unlikely  to  do  it 
again.  These  first-time  offenders 
don1t  usually  end  up  ever  again  on  the 
business  end  of  one  of  Detective  De- 
laney's  warrants.  There  is  no  reason 
for  bringing  the  full  force  of  the  law 
down  on  kids  like  this. 

So  I  was  peeved  at  a  Forbes  cover 
that  seemed  to  lump  these  kid  prank- 
sters in  with  hardened  crooks.  Such 
broad  bracketing  leads  to  excesses  like 
those  of  the  Secret  Service  in  the 
recently  decided  Steve  Jackson 
Games  case.  Federal  Judge  Sam 
Sparks  found  that  the  Secret  Service 
illegally  seized  the  private  electronic 
mail  of  users  of  a  customer  relations 
bulletin  board  system  operated  by  the 
Jackson  firm.  At  the  trial.  Judge 
Sparks  roasted  Secret  Service  agent 
Tim  Foley  for  not  making  a  simple 
investigation  in  advance  that  would 


have  shown  there  was  no  cause  t( 
snoop  on  E-mail.  The  case  demon 
strates  that  accusations  of  compute 
crimes  should  be  limited  to  cases  in 
volving  seriously  harmful  behavio 
and  injurious  intent,  not  the  men 
suspicious  use  of  a  computer  or  : 
network. 

In  Massachusetts,  efforts  to  pu 
such  a  balanced  perspective  into  lav 
are  now  under  way.  Governor  Wil 
Ham  Weld  has  submitted  compute 
crime  legislation  based  on  a  report  o 
his  Commission  on  Computer  Tech 
nology  &  Law,  which  I  chaired.  Com 
mission  members  included  law  en 
forcement  officials,  such  as  a  bulletin 
board-system-literate  district  attor 
ney,  representatives  from  th 
computer  and  telecommunication 
industries  and  civil  libertarians. 

The  commission  determined  thai 
much  of  what  is  labeled  "compute 
crime11  would  constitute  a  crime  re 
gardless  of  the  particular  means  cj 
accomplishment.  Theft  of  a  lot  q 
money  funds  through  manipulatioi 
of  computer  accounts  is  grand  thefl 
Does  the  computer  make  it  an 
grander? 

Our  commission  reported,  anj 
Governor  Weld  agreed,  that  change 
to  the  law,  where  needed  to  plug  gapj 
are  best  accomplished  by  modifyin 
existing  law  and  building  off  familte 
legal  principles,  not  by  passing  overl 
broad  and  untested  laws  specificall 
covering  computer  crime. 

We  found,  for  instance,  that  unai 
thorized  access  to  a  computer  syster 
is  not,  by  itself,  a  violation  of  Mass^ 
chusetts  law.  It  should  be.  We  there 
fore  recommended  an  addition  to  th 
criminal  law  covering  electronic  tre; 
pass  with  penalties  of  up  to  $1,000  ii 
fines  or  30  days  in  jail.  The  propose 
statute  states  that  the  requirement  ot 
password  constitutes  the  equivaier 
of  a  posted  "No  Trespassing11  sign. 

The  Massachusetts  experienc 
shows  that  it's  possible  for  civil  libe 
tarians,  law  enforcers  and  industi 
experts  to  find  common  ground;  the 
can  address  problems  created  by  tf 
spread  of  computers  without  con 
promising  rights.  This  is  the  story  til 
media  ought  to  pay  more  attentic 
to.  Enough  of  these  fantasies  aboi 
dangerous  teenagers  stealing  bi 
money  and  compromising  nation! 
security.  ■ 
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^or  minds  that  cover  a 

lot  of  ground,  we 
"esent  the  new  IBM 
hinkPad®  720s. 

Introducing 

HinkPad  720 

otebooks  so  graceful, 
eir  sleek  design  and 
im  profile  almost  defy 
eir  sheer  might. 
:>cket~fast  IBM 
S6SLC2  50/25  MHz 
ocessors  speed  things 
Dng,  so  you  work  in  a 
rtually  wait-less  state. 

Everything  about  the  720  and  720C  was 
!  signed  to  close  the  chasm  between  mind  and 


linkPad 


splay 


littery  Life 


;MCI A  Support 
ilease  2.01 


arranty 


720C 


486SLC2  50/25  MHz 


10.4"  Active  Matrix 
256  Color  (ED  640x480 


2.4-4.8  Hours 


(1)  Type  III  or 

(2)  Type  lis 


3  Years  (International) 


720 


486SLC2  50/25  MHz 


9.5"  Monochrome 
64  Grayscale  Screen 


3.8-7.5  Hours 


(1)  Type  III  or 

(2)  Type  lis 


3  Years  (International) 


epending  on  usage  and  configuration. 


machine.  Just  touch  the 
exclusive  TrackPoint™  II 
pointing  device  to  send 
the  cursor  where  you 
want  it  to  go.  The  720C 
has  a  dazzling  10.4" 
color,  active -matrix, 
TFT  display — the  largest 
color  notebook  display 
out  there.  Both  models 
feature  the  new  genera- 
tion of  PCMCIA  credit- 
card- size  adapters. 
Simply  slide  one  in  to 
connect  via  modem, 
LAN  or  host  network. 
And  every  ThinkPad  comes  with 
I  "Thank  You's  from  ThinkPad"— 
a  booklet  packed  with  nearly 
$4,000  in  savings  on  valuable 
mobile  products  and  services.* 
For  more  information  or  an  IBM  author- 
ized dealer  near  you,  call  our  Personal 
Systems  HelpCenter®  at  1  800  772-2227  or 
TDD/ASCII  1  800  426-4238.  In  Canada,  call 
1  800  465-7999.  Now,  choosing  the  ultimate 
notebook  is  hardly  rocket  science. 


Take  advantage  of 
PCMCIA  cards. 


Think  of  it 
as  a  launchpad 
for  your  mind. 


ink  You's  from  ThinkPad"  booklets  available  in  U.S.  only.  "Thank  You's 
n  ThinkPad"  are  valid  from  5/4/93  through  4/30/94.  IBM.  ThinkPad  and 
pCenter  are  registered  trademarks  and  TrackPoint  is  a  trademark  of 
irnational  Business  Machines  Corporation.  ©  1993  IBM  Corp. 


lour  customer  is 
overflowing  with  information. 

Are  you  harnessing  it  to 
power  your  business? 


To  generate  revenue,  you  need  cus- 
tomers. To  generate  customers,  you  need 
information:  What  products  and  services 
do  your  customers  want?  When  do  they 
want  them?  How  do  they  want  them?  Are 
they  receptive  to  new  offerings?  Indeed, 
who  are  your  customers? 

Unisys  is  proud  to  introduce  a  power- 
ful new  way  to  answer  these  bottom-line 
questions:  customerize.  To  help  customerize 


customerize  kuV-ts-ma-rize'X  vi 
1 :  to  make  a  company  more  responsive 
lo  its  customer*  and  better  able  to  attract 
new  lines  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g..  to 
extend  systems  capabilities  lo 
field  locations  and  other  points  of 
customer  contact  and  support  3:  what 
Unisys  C  orporation  does  for  a  growing 
rosier  of  companies,  and  government 
agencies. worldwide  $yn  see  CUSTOMER 

SIKVKI  (OUPMINVI  MM. I  MlSISitSS- 
(  KtlW  M  SOIITIONS  KIMNIIF  (/t-S-MMflON 


your  organization,  we'll  apply  information 
strategy  to  customer  service.  Experienced 
Unisys  consultants  will  help  conduct  a 
customerize  SM  assessment  of  your  organi- 
zation. We'll  help  move  information  tech- 


nology capabilities  to  the  points  of 
customer  contact,  vitalizing  the  informa- 
tion flow  between  you  and  customers.  The 
competitive,  revenue-generating  benefits 

UNISYS 

We  make  it  happen. 


are  tangible:  enhanced  ability  to  win  b 
ness,  to  maximize  customer  relationsh: 
and  tailor  market -sensitive  new  offerii 
Call  us  at  1-800-874-8647,  ext.  14.  / 
how  our  customerize  assessment  and  a 
plimentary  customerize  Information 
can  help  launch  a  torrent  of  advantages 
your  business. 


©1993  Unisys  Corporation. 


customerize  is  a  service  mark  of  Unisys  Corporation. 
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Curve  grading 


COMMENTARY  BY  MICHAEL  GIANTURCO 


lichael  Gianturco  is  president  of 

he  Princeton  Portfolios,  a  New  Jersey  asset 

lanagement  firm  that  specializes  in 


ience  and  technology  stocks. 


IfO  help  IDENTIFY  attractive  science 
id  technology  stocks,  I  use  a  simple 
5mputer  program  that  draws  a  bell- 
laped  curve  similar  to  the  one 
:hoolteachers  use  to  grade  on  the 
irve.  The  curve  is  a  statistical  distri- 
ution  of  die  current  quarter's  select- 
i  financial  results  as  reported  by  250 
ience  and  technology  companies, 
he  most  intriguing  technology 
ocks  for  the  March  1993  quarter  are 
)ted  in  the  table. 

The  bulging  center  of  the  bell  curve 
r  net  profit  margins  reported  by  the 
ience  and  technology  companies  in 
e  database  is  at  7%.  This  earns  a 
sntleman's  C.  An  A+ — meaning  the 
»mpany  is  at  the  98th  percentile — 
:mands  a  net  margin  of  27%. 
;  Profit  margins  much  in  excess  of 
7%  are  statistically  so  far  out  of  the 
dinary  that  they  are  not  likely  to  be 
hieved  again  in  subsequent  quar- 
ts. Only  a  few  perennial  winners, 
.e  St.  Jude  Medical,  consistently 
■port  net  margins  greater  than  30%. 
A  similar  curve  can  be  created  for 
es  growth.  For  the  March  1993 
larter,  the  median  sales  gain  from 
e  year-ago  quarter  was  1 6%.  The  A+ 
ies  to  companies  with  sales  growth 
proaching  120%. 

Five  companies  placed  in  the  upper 
;artile  for  both  their  net  margins 
id  their  sales  growth,  as  noted  in  the 
">le.  Cisco  Systems  and  American 
wer  Conversion  have  been  dis- 
ssed  often  in  this  column.  The 
ne what  less  well  known  successes 
:  those  of  Zenith  Laboratories, 


Teledata  Communications  and  Rain- 
bow Technologies. 

Zenith  Laboratories  is  a  generic 
pharmaceutical  company  in  North- 
vale,  N.J.  Historically,  it  has  had  just 
about  every  kind  of  trouble  a  compa- 
ny in  this  business  can  have,  including 
a  bankruptcy  in  the  mid-1980s,  two 
successive  postbankruptcy  manage- 
ment teams  and  a  period  of  turbulent 
relations  with  the  Food  &  Drug  Ad- 
ministration. Sales  in  the  vear  ended 
Dec.  31,  1992  were  $59.4  million, 
with  a  loss  of  $1.5  million,  or  45 
cents  a  share. 

Zenith  has  evidently  steadied  out, 
and  the  earnings  clearly  show  strong 
upward  progress.  In  the  March  quar- 
ter sales  were  $21.7  million,  and  earn- 
ings 58  cents  a  share.  A  sharp  revenue 
gain  came  from  a  newly  approved 
product,  nitrofurantoin  capsules,  an 
anti-infective  used  to  combat  urinary 
tract  infections.  The  drug  went  off 
patent  in  1989.  Zenith  was  the  first 
and  is  still  the  only  generic  manufac- 
turer to  offer  this  product. 

Zenith  filed  for  FDA  approval  for  ten 
otiier  generics  last  year.  As  branded 
drugs  come  off  patent,  the  first  gener- 
ic manufacturer  to  get  FDA  approval 
usually  captures  and  keeps  the  lion's 
share  of  the  generic  market.  Research 
and  development  is  the  key  to  win- 
ning these  horse  races,  and  Zenith's 
research  and  development  budget  is  a 
high  10%  of  sales. 

Teledata  Communications,  based 
in  Herzlia,  Israel,  sells  equipment  that 
enables  phone  companies  to  add,  at 
relatively  low  cost,  a  substantial  num- 
ber of  additional  subscribers  to  exist- 


ing networks.  Its  customers  are  such 
huge  outfits  as  the  German  national 
telephone  company,  Deutsche  Bun- 
despost  Telekom;  a  single  recent  con- 
tract with  the  Bundespost  is  worth 
$6.5  million. 

For  the  year  ended  Dec.  31,  Tele- 
data Communications  reported  sales 
of  $23  million;  for  the  first  quarter  of 
1993,  $7.4  million.  There  probably 
will  be  sharp  variations  in  quarter-to- 
quarter  revenues,  but  year-to-year 
growth  should  be  excellent. 

Rainbow  Technologies  earned 
$1.6  million,  or  30  cents  a  share,  on 
sales  of  $8.7  million  in  the  March 
quarter.  Its  established,  familiar  busi- 
ness is  hardware  locks  attached  to 
desktop  computers  to  protect  copy- 
righted or  proprietary  software  from 
mischievous  fingers.  Now  Rainbow 
has  a  new  product  line  called  the 
Vendor  System.  This  is  a  new  way  to 
put  a  catalog  and  a  warehouse  on  a 
cd-rom  disk. 

The  catalog  consists  of  program 
demos.  The  complete  programs  are 
also  stored  on  the  disk,  but  the 
warehouse  is  locked  by  Rainbow's 
encryption  technology.  If  you  want  to 
buy  a  particular  program  after  trying 
the  demo,  you  must  phone  in  a  pur- 
chase. You  then  receive  the  password 
you  need  to  unlock  and  use  the  pro- 
gram. It  may  be  just  a  little  early  in 
the  day  for  this  product,  but  it  is  a 
stroke  of  genius. 

Of  the  three  new  names  turned  up 
with  my  margin  and  growth  screen,  I 
would  favor  Rainbow.  At  a  recent  24, 
it  trades  at  22  times  trailing  earnings 
and  4  times  sales.  HI 


Head  of  the  class 


Company 

Sales1 

Revenue 

Net 

($mil) 

growth2 

margin1 

Zenith  Labs 

$  21.7 

88.6% 

19.3% 

Cisco  Systems 

172.4 

88.6 

26.9 

Teledata  Comm 

7.4 

64.3 

26.7 

Amer  Power  Conv 

48.1 

56.1 

17.0 

Rainbow  Tech 

8.7 

52.3 

19.0 

'First  quarter  1993. 

2First  quarter  1993  versus  first  quarter  1992. 


These  technology 
companies  are 
at  the  top 
of  the  curve. 
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Want  to  help  a  disadvantaged  kid  get  a  better  purchase  on  his  or  her  life? 
Then  you  should  know  about  the  Big  Brothers/Big  Sisters  program. 

"The  most  important 
thing  I  have  done" 


By  Steve  Kichen 

Why  would  busy  men  and  women 
go  out  of  their  way  to  help  kids  who 
are  perfect  strangers — and  are  often  in 
trouble  at  school  and  even  with 
the  law? 

The  task  can  be  frustrating  and 
demanding,  not  so  much  of  time  and 
money  as  of  emotion  and  energy.  Yet 
tens  of  thousands  of  people  do  it  each 
year  through  the  Big  Brothers/Big 
Sisters  of  America  program.  The  vol- 
unteers are  mostly  white,  the  kids 
black,  Hispanic  and  white.  But  few  are 
model  children. 

For  90  years  Big  Brothers  has  been 
pairing  up  fatherless  or  motherless 
kids,  age  7  through  high  school  grad- 
uation, with  mostly  single  and  child- 
less adults.  But  being  married  with 
children  is  no  barrier  to  becoming  a 
Big  Brother  or  Sister.  "I  have  only 
sons,"  says  Priscilla  Ourso,  president 
of  Reagan  Textiles,  a  paper-convert- 
ing firm  in  Lafayette,  La.  "My  Little 
Sister  is  a  ray  of  sunshine  in  a  house  of 
all  men.'''' 

Big  Brothers  of  America  was  started 
in  1904  by  Ernest  Coulter,  a  clerk  of 
the  Children's  Court  in  New  York 
City,  who  believed  that  many  children 
who  got  in  trouble  with  the  law  need- 
ed positive  role  models  rather  than 
reform  school.  Big  Sisters  of  America 
had  been  founded  in  1902;  the  two 
organizations  merged  in  1977. 

The  Big  Brothers/Big  Sisters  pro- 
gram is  now  active  in  over  500  U.S. 
cities,  and  has  spread  to  other  nations, 
including  Canada,  Japan,  Korea  and, 
recently,  Russia.  The  organization 
gets  only  9%  of  its  revenue  from  gov- 
ernment funding;  the  rest  of  its  $85- 
million-a-year  operating  budget  is 
funded  through  private  donations. 

Since  its  founding,  about  2.5  mil- 


lion kids  in  the  U.S.  have  been  in- 
volved in  the  program,  according  to 
Colleen  Watson,  director  of  market- 
ing of  Big  Brothers/Big  Sisters  of 


America.  Nearly  100,000  U.S.  kids- 
"Littles"  as  they  are  called — are  cur 
rently  teamed  up  with  "Bigs.11  An 
other  30,000  children  are  on  waiting 


Dominic  LaBarbera,  20, 
now  a  student  at 
Valdosta  State  College  in  Georgia 
"Having  a  Big  Brother 
helped  boost  my  confidence.' 
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lists,  which  on  average  run  about  18 
months. 

Youngsters  usually  hook  up  with 
Bigs  through  their  mothers  or  fathers. 
'These  are  the  kids  who  have  the  kind 
>f  parents  that  are  smart  enough  to 
igure  out  how  to  get  something 
yood  for  their  kids,"  says  Marcia  Da- 
is, a  lawyer  for  bp  Exploration  in 
\nchorage,  Alaska,  and  a  Big  Sister 
br  five  years. 

What  do  the  kids  get  out  of  this? 
rhe  chance  to  associate  with  success- 
ill,  positive  people  and  exposure  to 
lew  cultural  and  learning  experi- 
ences. "We  don't  know  if  these  kids 
lave  a  concept  of  what  a  couple  is  and 
he  father's  role  with  the  children  of 
[he  same  household,"  says  Big  Sister 
Viscilla  Ourso,  whose  husband,  Larry 


Voss,  also  has  a  Little  Brother.  "This 
is  an  opportunity  to  be  one-on-one 
with  a  young  person  and,  in  many 
cases,  to  see  that  the  course  of  their 
life  is  changed.  It  is  a  powerful  thing.'" 

Reports  Dallas1  Dale  Hawkins 
Long,  40,  who  has  been  a  Big  Brother 
to  six  youngsters  over  the  past  18 
years:  "We  found  that  the  mentoring 
concept  is  the  most  effective  in  deal- 
ing with  at-risk  kids." 

Volunteers  who  think  they  can 
make  a  difference  in  a  person's  life 
often  do. 

While  an  undergraduate  at  Boston 
College  in  the  late  1970s,  Joseph 
DeCaminada  became  a  Big  Brother 
to  a  12 -year- old  boy  whose  father  was 
in  prison.  The  youngster  became 
something  of  a  mascot  to  DeCami- 


nada and  his  five  roommates.  "The 
kid  became  more  outgoing,  more 
comfortable  with  himself  and  softer," 
says  DeCaminada,  33,  who  is  now  a 
lawyer  at  a  Reliance  Group  subsidiary 
in  New  York  City.  "I  think  the  expo- 
sure helped  him  decide  that  he  want- 
ed to  go  to  college." 

Can  you  afford  the  time  to  be  a  Big 
Brother  or  Sister?  "It  helped  me  get 
out  of  the  rat  race  of  going  to  work, 
going  home,  going  to  sleep,  going  to 
work,"  says  Marcia  Davis.  "Don't  be 
daunted  by  what  you  perceive  to  be  a 
time  commitment.  Within  a  month 
you  are  going  to  be  very  much  look- 
ing forward  to  the  time  that  you 
spend  with  your  Little  Brother  or 
Sister.  It  is  something  that  you  enjoy, 
not  a  debt  you  are  paying  back  to 
society." 

Among  the  things  that  Marcia  Da- 
vis does  in  Alaska  with  her  Little 
Sister,  Beth,  are  biking,  dog  walking, 
sledding,  bird-watching,  mountain 
climbing  and  going  to  the  library  and 
movies.  Some  Big  Brothers  and  Sis- 
ters take  their  Littles  to  work,  or  have 
them  pitch  in  on  household  chores  or 
participate  in  community  cleanup 
projects.  The  most  important  thing, 
everyone  agrees,  is  to  spend  time 
together. 

The  first  step  in  becoming  a  Big 
Brother  or  Big  Sister  is  to  contact 
your  local  Big  Brothers  office.  The 
national  headquarters  in  Philadelphia 
(215-567-7000)  can  help  you  locate 
your  local  chapter.  You  then  go 
through  a  screening,  interviewing  and 
training  process.  Most  Big  Brothers 
affiliates  will  expect  you  to  commit 
yourself  to  about  three  or  four  hours  a 
week  for  at  least  a  year. 

Be  patient  if  you  do  become  a  Big 
Brother  or  Big  Sister.  It  may  seem  as  if 
you  are  not  getting  through  to  your 
Little,  but  you  may  be  making  more 
progress  than  you  realize.  The  child 
will  probably  test  your  patience  and 
tolerance.  One  more  tip:  Keep  the 
child's  parent  informed  of  your 
activities. 

"The  most  positive  thing  is  the 
sense  of  fulfillment  when  you  see  the 
changes  in  grades  and  self-esteem," 
says  Dale  Long.  "Being  a  Big  Brother 
is  the  most  important  thing  that  I 
have  done  in  my  life.  I  have  two  young 
daughters  and  they  have  to  have 
somebody  to  marry." 


illiam  Groth,  41, 

rmer  Big  Brother 

till  in  touch  with  LaBarbera, 

s  "Little"  of 

ne  years  ago. 
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Looking  for  insights  into  how 

Do  not 

pass  go 

By  Damon  Darlin 

All  right,  so  we  have  this  $49  billion 
trade  deficit  with  Japan.  And  our 
trade  deficit  with  China  grew  43%  last 
year,  to  $18  billion.  What  are  we 
going  to  do  about  it? 

How  about  learning  to  play  go? 
That  just  might  be  the  right  advice, 
say  the  growing  number  of  fanatics 
hooked  on  the  Oriental  board  game. 

Paul  Anderson,  a  former  Interna- 
tional Business  Machines  Corp.  man- 
ager who  was  based  in  Japan,  insists 
the  game  reveals  Asian  business  think- 
ing. An  accomplished  player,  Ander- 
son says  fundamental  go  concepts  like 
"don't  exploit  the  obvious  move"  or 
"the  entire  game  is  important,  not  the 
next  move"  parallel  business  strategy 
in  the  Orient,  much  the  same  way 
poker  reflects  American  strategy.  The 
game,  called  go  in  Japan,  baduk  in 
Korea  and  wet  cbi  in  China,  is  more 
popular  there  than  bridge,  poker  and 
chess  are  here. 

Developed  in  China  4,000  years 
ago,  go  is  growing  fast  in  the  U.S.  The 
American  Go  Association  claims 
1,500  members  and  estimates  about 
1 0,000  active  players.  Membership  is 
growing  about  1 5%  a  year,  thanks  to 
grade  school  classes,  business  school 
tutorials  and  computer  programs. 
There  are  also  thriving  clubs  in  New 
York,  San  Francisco,  Los  Angeles, 
Dallas,  Miami  and  Cleveland.  The 
U.S.  is  even  beginning  to  field  a  few 
professional  players,  such  as  Michael 
Redmond,  who  lives  in  Japan  to  play 
among  the  best,  and  Janice  Kim  of 
Los  Alamos,  N.M. 

The  rules  of  go  aren't  complicated. 
Two  players,  one  with  white 
"stones,"  traditionally  made  of  clam 
shell,  and  the  other  with  black  stones, 
made  of  slate,  seize  territory  by  plac- 
ing the  stones  on  die  intersections  of  a 
19-by-  19-line  grid,  one  stone  at  a 
turn.  A  player  tries  to  build  and  de- 


Orientals  do  business? 


fend  strongholds  while  linking  terri- 
tories and  capturing  the  opponent's 
stones  in  a  situation  called  atari.  (Yes, 
that's  where  Nolan  Bushnell,  a  go 
player,  got  the  name  for  the  mercurial 
computer-game  company. ) 

The  player  with  the  most  territo- 


San  Francisco  Go  Club 


A  key  to  Asian  thinking? 


ry — call  it  market  share — wins.  But 
with  scarce  resources,  the  best  players 
allocate  stones  efficiently.  A  good 
player's  advice,  "A  move  that  works 
tow  ard  one  goal  is  a  wasted  move," 
may  sound  like  a  kung  fu  movie  script, 
but  it  does  indeed  evoke  parallels  with 
the  real  world.  Do  you  expend  most 
of  your  marketing  budget  attacking 
Uchikawa  Widgets  directly  in  Japan? 
Or  do  you  spend  less,  but  more  effec- 
tively, by  moving  into  southern  China 
and  Chile,  in  order  to  make  Uchikawa 
back  off  from  your  operations  in 
Chicago? 

But  don't  think  that  go  is  just  about 
business.  Says  Marilyn  Stern,  a  New 
York  City  photographer  and  go  devo- 
tee: "There  is  a  sense  of  balance  and 


harmony." 

Beginners  can  play  a  satisfying 
game  with  an  experienced  player  bji 
taking  a  handicap  of  up  to  nine  stone; 
before  the  game  starts.  This  kind  ol 
handicap  sets  up  a  level  playing  field- 
something  U.S.  companies  say  the^ 
can't  get  in  Japan. 

Learning  the  game  at  a  compute] 
screen  is  another  option.  Toyogo  Inc 
of  Dover,  Vt.  publishes  a  software 
package  called  Nemesis  Go  Mastei 
($69)  and  also  sells  a  $395  hand-held 
go  computer. 

Unlike  chess  programs,  the  best  g< 
computer  program  plays  at  only  th<. 
basic  level.  And  improvement  is  slow 
despite  the  offer  by  a  Taiwanese  g(; 
educational  foundation  to  pay  aboui 
$1.5  million  to  the  first  programme! 
whose  system  can  beat  a  pro. 

The  reason  is  that  go  is  far  more 
complex  than  chess.  There  are  aboui 
20  legal  moves  the  first  turn  in  chess 
and  the  64-square  board  simplifies  as 
the  game  progresses.  There  are  361 
moves  the  first  turn  in  go.  And  aftei 
100  moves,  there  are  still  261  legal 
moves  left,  while  the  board  is  far  more 
complicated.  "There  are  more  possi- 
ble  games  of  go  than  there  are  atom: 
in  the  universe.  That's  a  combinatoal 
al  explosion,"  says  Bruce  Wilcox,  art 
expert  player  who  is  nonetheless  try- 
ing to  perfect  Toyogo's  Nemesis, 
which  has  already  sold  28,000  copie: 
in  the  U.S.  and  15,000  in  Japan. 

So  how  does  the  human  mind  dc 
what  the  computer  cannot?  No  one 
really  knows.  But  the  best  players  saj 
intuition  or  a  feel  for  the  gestalt  of  the 
game,  to  mix  cultural  cues,  is  needeo 
to  win. 

Go  sets  are  available  at  modest  cosl 
in  most  game  stores.  To  find  a  go  club 
in  your  area,  write  the  American  Gcj 
Association  at  Box  397,  Old  Chelses 
Station,  New  York,  NY  101 13.  If  yoi) 
can't  find  a  player,  tap  into  the  Conn 
puServe  or  Internet  computer  sys 
terns  to  plav  or  observe  a  game  ir 
progress. 

Besides  the  recreation  and  insights 
playing  go  may  also  turn  a  businesi 
contact  into  a  social  one.  Or  vict 
versa.  Michael  J.  Simon,  president  o| 
the  New  York  Go  Institute,  says  his 
bosses  at  the  real  estate  firm  where  h« 
works  were  quite  excited  about  hii 
avocation  after  they  learned  he  playecj 
go  with  Japanese  businessmen.  ■ 


112 


Forbes  ■  June  21,  1993 


//?  160 years,  we  haven't 
lost  a  second. 


Baume  &  Mercier 

GENEVE 

MAITRES  HORLOGERS  DEPUIS  1830 


1  f  t  * 


(enlarged) 


18  karat  gold.  Diamond-set  bezel  and  dial.  Screwback  case 
and  screwdown  crown  assure  water-resistance  to  99  feet. 


ADLER'S 


Toll  Free  /  1-800-925-7912 
Adlers.  722  Canal  Street  /  New  Orleans.  LA  70130  /  504-523-5292 


Judging  from  their  products,  a  lot  of  people  in  Detroit  who  design  luxury  cars  m 
think  you're  an  over-the-hill  fogey.  At  Chrysler,  we  know  better.  Buy  a  Chrysler  L 
and  you'll  be  going  over  hills  all  right.  And  around  curves.  And  through  swit 


Reverse  the  aging  proce 


backs.  But  at  a  much  brisker  pace  than  usual.  Thanks  to  a  24-valve,  214  horsepc 
engine  that  delivers  more  torque  than  a  Nissan  300  ZX.  And  Chrysler's  unique  1 
forward"  design,  which  gives  this  car  a  cornering  ability  usually  found  in  si 
sports  sedans.  (A  four-wheel  independent  suspension  with  gas-charged  struts  do< 


*CD  player  optional.  Buckle  Up  For  Safety 


jirt,  either.)  Of  course,  you'll  be  doing  all  this  while  ensconced  in  leather-trimmed 
lcket  seats,  listening  to  your  favorite  CD  on  an  11-speaker  Infinity  Spatial-Imaging 
rstem*  Who  knows?  The  whole  experience  may  take  you  back  to  your  youth,  and 


:  an  accelerated  pace 


nind  you  of  the  first  car  you  ever  truly  cared  about.  What  was  it? 
49  Merc?  '57  Chevy?  '65  Mustang?  '68  Corvette?  '70  "Hemi"  Charger?  Whatever 
yas,  congratulations.  It's  back.  For  more  information,  call  1-800-4A-CHRYSLER. 

D VANTAGE:  CHRYSLERS 

DIVISION      OF      THE      CHRYSLER  CORPORATION 


PERSONAL  AFFAIRS 


Did  you  happen  to  buy  art  in  Korea 
in  the  1950s  and  1960s?  Maybe  you 
ought  to  call  an  auction  house. 

Park  Soo  who? 


By  Christie  Brown 

Last  year  a  midwestern  woman  was 
about  to  sell  some  old  paintings  in  a 
garage  sale  for  $5  each.  But  just  be- 
fore the  sale  she  called  Suzanne 
Mitchell,  head  of  Korean  art  at  Sothe- 
by's. As  a  result  of  that  call  the  paint- 
ings were  recently  sold  to  a  Korean 
collector  for  $1 .2  million. 

Were  the  paintings  by  some  old 
master?  No.  They  depict  hazy  brown- 
ish figures  of  peasants  and  were  done 
by  Park  Soo-Gunn  (1914-65).  A  self- 
taught  Korean  painter,  Park  sold  his 
paintings  for  a  few  dollars  each  in  the 
basement  of  Seoul's  Bando  Hotel,  a 
popular  hangout  for  journalists  and 
Gls  on  passes  during  and  after  the 
Korean  War.  Like  many  local  artists' 
works,  his  paintings  were  bought  as 
souvenirs  by  soldiers  and  the  occa- 
sional foreign  businessman. 

"Today  Park  Soo-Gunn  is  one  of 
the  hottest-selling  artists  in  Korea, 


but  like  most  modern  Korean  artists, 
he  has  no  market  outside  Korea,"  says 
Sotheby's  Mitchell,  who  brokered  the 
paintings  by  Park  for  the  midwestern 
woman. 

Ann  Clothier,  an  East  Coast  collec- 
tor, is  also  cashing  in  on  the  phenom- 
enal boom  in  Korean  art.  While  living 
in  Korea  from  1959  to  1969,  when 
her  late  husband,  Jan  Lenssen,  had  an 
import-export  business  there,  Cloth- 
ier bought  dozens  of  colorful  folk  art 
paintings — unsigned  screens  and 
scrolls  depicting  scenes  of  tigers, 
dragons  and  daily  Korean  life. 

"I  picked  them  up  all  the  time  at 
little  hole-in-the-wall  shops  for  $15 
to  $50,"  says  Clothier.  One  of  her 
most  expensive  purchases  was  a  mas- 
sive 19th-century,  ten-panel  silk 
screen,  measuring  5Vk  feet  by  IIV2 
feet,  which  cost  her  about  $2,000 
around  1961. 


A  19th-century  Korea;: 
Cost  $2,000  in  1961: 


"een  (detail),  bought  by  an  American  in  the  1960s 
v  expected  to  sell  for  $100,000. 


Clothier  had  no  idea  the  silk  screen 
was  worth  much  more  until  she  spot- 
ted an  ad  in  an  art  magazine  last  year. 
A  similar  screen  was  priced  at 
$125,000.  This  month  hers  is  going 
on  the  block  at  Sotheby's  in  New 
York.  Estimated  price:  $80,000  to 
$100,000.  The  hammer  price  could 
well  be  higher.  This  past  April,  at 
Christie's  in  New  York,  a  Korean 
collector  paid  $233,500  for  another 
big  19th-century  Korean  screen. 

What's  going  on  here  is  this: 
Wealthy  Koreans  are  on  an  art  spree, 
and  at  the  top  of  their  list  is  their  own 
artistic  heritage.  The  nationalistic 
phenomenon  is  similar  to  what  hap- 
pened with  Mexican  and  other  Latin 
American  art  in  the  last  decade.  Paint- 
ings by  Diego  Rivera,  his  wife  Frida 
Kahlo,  David  Siqueiros  and  other 
Mexican  painters  picked  up  by  tour- 
ists for  a  song  when  their  country  was 
poor  have  reached  stratospheric 
prices  as  newly  rich  Mexicans  have 
entered  the  market. 

For  Koreans,  their  art  is  even  more 
important,  since  relatively  little  of  it 
survives.  Constantly  fought  over  dur- 
ing the  past  five  centuries  by  China 
and  Japan,  not  to  mention  internal 
warring  fiefdoms,  Korea  has  seer 
much  of  its  art  destroyed  or  taker 
abroad.  Keum  Ja  Kang,  a  Korear 
dealer  in  New  York,  estimates  that  foi 
every  1 00  pieces  of  Chinese  art  there 
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LEFT: 

A  19th-century 
screen  of  a  royal 
wedding 

Recently  sold  to 
a  Korean  collector 
for  $233,500. 


BELOW  LEFT: 

"Ladies  at  Leisure" 
by  Park  Soo-Gunn 
One  of  eight 
works  sold  for 
$1.2  million. 
BELOW:  "People  in 
Forest"  by 
To  Sang-Bong 
Just  sold  for 
$55,000. 


re  10  pieces  of  Japanese  art  and  1 
iece  of  Korean. 

Says  New  York  City's  Lea  Sneider, 
n  Asian  art  dealer  whose  late  hus- 
and,  Richard,  was  the  American  am- 
assador  to  Korea  from  1974  to 
978:  "They  are  pouring  money  into 
rt  because  it's  theirs,  not  necessarily 
|ecause  it  was  the  best  art  that  was 
tone  in  the  world  at  the  time." 
j  Korea's  famous  porcelain,  particu- 
!  rly  the  spectacular  celadon  wares 
iiade  from  the  1 1th  through  the  13th 
|:ntury,  has  long  been  highly  prized 
|/  Japanese  and  Western  collectors. 
I  lit  Korean  collectors  are  now  lead- 
ig  the  market  for  the  delicate  cela- 
tm  pieces.  In  many  other  categories 
prean  collectors  alone  have  made 
le  market,  particularly  in  folk  art 
iiintings  and  modern  art. 

0  Modern  Korean  paintings  repre- 
int  a  potpourri  of  styles.  Korea  was  a 
flpanese  colony  from  1910  to  1945; 

1  artists  were  influenced  by  Japanese 
lists,  who  in  turn  were  influenced  by 
tench  post-impressionists.  The  re- 
alt  was  a  hodgepodge  Western  style 
A  painting  that  is  now  all  the  rage 
aiong  Korean  collectors.  Among  the 
fyttest  modern  artists  are  Park  Soo- 
ijmn,  To  Sang  Bong,  Kim  Whan-Ki 
«d  Nam  Kwan. 

As  the  sap  rises  within  Korea's  col- 
li tors,  they  are  donating  their  collec- 
qns  to  the  private  and  public  muse- 


ums that  are  sprouting  all  over  bus- 
tling Seoul.  "The  government," 
reports  dealer  Keum  Ja  Kang,  "has 
planned  up  to  1,000  museums  over 
the  next  ten  years." 

Meanwhile,  back  in  New  York,  the 
Metropolitan  Museum  of  Art  is  dis- 
cussing a  proposal  by  the  Korean  gov- 
ernment to  install  permanent  Korean 
galleries.  Aid  New  York's  Asia  Soci- 
ety will  launch  a  year-long,  nation- 
wide series  of  Korean  art  exhibits  and 
lectures,  starting  this  fall.  Titled  "Fes- 
tival of  Korea,"  the  program  is  funded 
by  Philip  Morris  and  various  Korean 
organizations. 

Sotheby's  and  Christie's  both  have 
two  sales  of  Korean  art  each  year. 
Sotheby's  next  sale  is  June  18  in  New 
York;  Christie's  will  have  another  sale, 
in  New  York,  in  October. 

But  whether  now  is  the  time  to  start 
buying  Korean  art  is  very  much  open 
to  question.  Lea  Sneider  thinks  that 


now  is  a  better  time  to  sell.  Says  she: 
"I  think  at  the  moment  you  may  be 
seeing  the  peak  of  the  market  for 
contemporary  Korean  paintings. 
Eventually,  the  Koreans  will  move  on 
from  this  intense  concentration  on 
their  own  identity." 

If  you  want  to  know  if  any  Korean 
objects  you  have  in  the  attic  are  worth 
anything,  send  a  photo  and  descrip- 
tion of  the  work  to  the  Japanese  and 
Korean  Art  Department  at  either  auc- 
tion house. 

Sotheby's  address:  1334  York  Ave- 
nue, New  York,  NY.  10021.  Chris- 
tie's: 502  Park  Avenue,  New  York, 
NY.  10022.  mm 
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A  lady  from  Arkansas  has  some  answers  to  the  health 
care  problem.  And  her  name  isn't  Hillary. 

An  educated 

consumer 

is  the  best  patient 


By  Brigid  McMenamin 

Janice  Guthrie  is  a  courageous 
woman  from  Hope,  Ark.  who  has 
carved  out  a  niche  career  helping  pa- 
dents  make  intelligent  decisions 
about  their  medical  care.  She's  part  of 
a  burgeoning  movement  that  offers 
an  alternative  to  bureaucratic  ration- 
ing. As  John  C.  Goodman  and  Gerald 
L.  Musgrave  put  it  in  their  recent 
book,  Patient  Power:  Solving  Ameri- 
ca's Health  Care  Crisis:  "The  more 
information  [medical  care]  consum- 
ers have,  the  harder  life  is  for  bureau- 
crats." (See  story,  p.  66.) 

Guthrie,  now  49,  launched  her  ca- 
reer in  the  midst  of  a  personal  crisis.  A 
decade  ago  she  was  diagnosed  with  a 
rare  type  of  ovarian  cancer  called 
granulosa  cell  tumor.  The  suggested 
treatment  after  her  emergency  sur- 
gery: radiation  therapy.  "My  first  re- 
action was  just  one  of  panic  and 
numbness,"  says  Guthrie. 

To  regain  some  control  of  her  life, 
Guthrie  went  straight  to  the  Universi- 
ty of  Arkansas  medical  school  library 
in  Litde  Rock.  "I  wanted  to  see  what 
was  involved  in  the  treatment,"  she 
says,  "and  to  try  to  counteract  any  of 
the  negative  side  effects."  But  in  the 
course  of  her  reading,  Guthrie  discov- 
ered that  radiation  therapy  didn't 
keep  granulosa  patients  alive  any 
longer  dian  those  who  opted  for  reg- 
ular checkups  after  surgery. 

Guthrie's  oncologist  didn't  think 
much  of  her  research.  "You  can  know 
too  much,"  he  warned.  Recalls  Guth- 
rie: "It  really  made  me  angry." 

Hitting  the  books  again,  Guthrie 


found  a  doctor  at  Houston's  M.D. 
Anderson  Cancer  Center  who'd  suc- 
cessfully treated  granulosa.  "We  were 
able  to  discuss  the  pros  and  cons  of 
various  therapies,"  she  says.  Six 
months  later  Guthrie  flew  back  to 
Houston  for  exploratory  surgery. 

The  prospect  of  yet  another  opera 
tion  meant  giving  up  her  $12,000-a- 
year  job  as  a  university  administrator. 
So  Guthrie  started  a  business  based  on 
her  new  medical  research  skills.  Bor- 
rowing $2,700  from  her  family,  she 
bought  a  computer  and  printer,  set 
them  up  in  her  garage  in  Conway, 
Ark.  and  started  running  a  classified 
ad  in  the  Arkansas  Democrat,  an- 
nouncing that  the  Health  Resource 
was  open  for  business. 


Health  Resource  founder  Janice  Guthrie 
Helping  patients  decide  themselves. 


Guthrie's  concept  was  simple.  A 
client  calls  or  writes  with  a  diagnosis. 
Guthrie  then  combs  medical  libraries! 
and  databases  to  come  up  with  a  50- 
to- 1 50  page  report  with  articles  on  alll 
of  the  treatment  options,  their  advan- 
tages and  disadvantages,  plus  a  help- 
ful glossary  of  medical  terms.  Guthrie 
also  includes  lists  of  books,  specialists, 
self-help  measures  and  organiza- 
tions— all  tailored  to  the  client's  age, 
condition  and  concerns.  The  price 
ranges  from  $175  to  $275,  depend- 
ing on  the  diagnosis. 

The  Health  Resource  was  not  art 
overnight  success.  The  first  year, 
Guthrie  took  in  a  paltry  $693.  Year 
two  brought  in  about  $2,000.  But  in 
the  third  year  revenues  jumped  to 
$12,300.  "We  sort  of  turned  the  cor- 
ner," says  Guthrie.  As  recurrences  of 
her  cancer  required  major  operations, 
she  hired  a  full  time  associate,  who 
shares  the  profits. 

Last  year  the  Health  Resource 
grossed  $184,486.  Guthrie  has  5,000 
clients  in  her  files.  New  clients,  about 
a  thousand  a  year,  come  mostly 
through  referrals  and  publicity. 

In  many  cases  Guthrie  has  cut  seri- 
ous  money  from  her  clients'  health 
bills.  Take  Herbert  Karg,  49,  of  New- 
port Beach,  Calif.  Karg  was  suffering 
from  a  degenerative  bone  disease 
called  osteonecrosis.  In  1985  he  had 
to  have  his  right  hip  replaced,  at  a  cost 
of  $35,000.  Facing  the  possibility  ol 
surgery  on  his  left  hip,  Karg  called  the 
Health  Resource. 

Guthrie  found  a  doctor  at  the  Uni- 
versity of  Pennsylvania  who  put  pa- 
tients in  an  oxygen  chamber  for  a 
related  bone  disease.  The  physician 
referred  Karg  to  a  California  surgeon 
familiar  with  the  procedure.  After  28 
sessions  in  an  oxygen  chamber,  Karg's 
pain  vanished  and  his  left  hip  bone 
began  to  regenerate.  Nine  months 
later  Karg  was  back  on  his  feet,  at  a 
cost  of  $10,000,  plus  $55  for  Guth- 
rie'-s  services. 

Guthrie,  who  as  a  girl  wanted  to  be 
a  medical  missionary,  says  giving  het 
customers  the  knowledge  to  make 
informed  health  care  choices  is  more 
important  than  whatever  money  they 
might  save.  "Patients,"  she  aversj 
"can  be  active  participants  in  theil 
treatment  decisions  and  in  their  heal- 
ing." Are  you  listening,  health  carq 
reformers?  I 
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No  sweeping  statements 

"If  you  think  I'm  going  to  sit  here 
and  say  I  am  going  to  kick  ass,  I'm  not 
that  kind  of  guy,"  says  Wayne  Cherry, 
vice  president  and  the  new  design 
chief  at  General  Motors  Corp. 

Tall,  lean  and  reticent,  Cherry  isn't 
one  to  promote  flashy  prototypes  at 
the  auto  shows.  He  worries  about 
tipping  his  hand  too  early.  But  he 
does  let  on  about  what  you  won't  see 
at  GM:  a  central  theme  like  Ford's 
"aero"  look — detractors  called  it 
"jellybean" — or  Chrysler's  hot  "cab 
forward"  design.  "We  don't  want  to 
do  a  significant  statement  that  sweeps 
across  the  divisions,"  Cherry  says. 

Instead,  he  wants  to  inject  distinc- 
tive personalities  into  GM's  eight 
nameplates.  The  Cadillac  look, 
Forres  hears,  for  example,  might  be 
represented  by  a  word  like  "wealth," 
and  the  Chevrolet  theme  by  "athlet- 
ic." Says  Cherry,  "Brand 
character  will  be  a  major 
factor  in  winning  or  losing 
in  the  future." 

Cherry,  55,  is  American- 
born  but  made  his  career  in 
Europe,  working  for  GM  for 
26  years.  He  led  the  design 
team  that  helped  turn  GM 
Europe  into  the  number 
two  seller  last  year,  and 
number  one  in  profits.  Jack 
Smith,  now  GM  president 
and  chief  executive,  once 
headed  GM  Europe.  He  brought 
Cherry  home  21  months  ago,  giving 
him  the  top  job  last  fall. 

Cherry  started  off  by  centering 
more  work  at  the  design  studios  at- 
tached to  each  division.  He  put  a 
single  chief  designer  in  charge  of  each 
line,  interior  and  exterior.  This  should 
help  end  some  industry  sniping  that 
the  interior  and  exterior  designers 
never  met.  And  he  says  he  wants  more 
input  from  car  buyers,  which  means 
designers  are  spending  more  time  on 
the  road,  visiting  showrooms  and 
talking  to  dealers  to  get  a  feel  for  what 
buyers  want. 

It  will  be  1997  before  Cherry's 
team  unveils  an  all-new  car,  but  he 
promises  plenty  of  nips  and  tucks 
along  the  way.  "We  have  design  stu- 
dios that  have  been  designing  cars  for 
themselves,"  he  says.  "They  don't 
know  who  the  customers  are." 

-Jerry  Flint 


RIGHT: 

General  Motors' 
design  chief, 
Wayne  Cherry 
What's  the  dif- 
ference between 
a  Caddie  and 
a  Chevrolet? 


BELOW: 

Mark  Mobius, 
manager  of  the 
Templeton  Emerg- 
ing Markets  Fund 
"Brazil  is 
America  ten 
years  down 
the  road." 


The  next  Brazil.5 

How  no  YOU  find  the  next  hot 
emerging  stock  markets?  Mark  Mobi- 
us, star  manager  of  the  Templeton 
Emerging  Markets  Fund,  says  Brazil 
is  the  model  to  study.  "Brazil  got  into 
the  situation  it's  in,"  he  says,  "by 
having  so  much  confidence  in  its  eco- 
nomic strength  and  its  ability  to 
spend." 

Hubris,  he  says,  set  in  with  Brazil's 
huge  infrastructure  projects,  which 
led  to  massive  public  spending  and 
debt,  higher  and  higher  taxes  and 
concentration  of  power  in  the  central 
government.  Result:  economic  col- 
lapse and  complete  loss  of  faith  in  the 
government.  "It  just  went  haywire," 
says  Mobius. 

But  therein — eventually — lies  op- 
portunity. "If  you  had  told  me  a  few 
years  ago  that  we'd  be  14%  in  Brazil,  I 
would've  laughed,"  says  Mobius, 


who  doubled  up  on  Brazilian  equities 
early  last  year.  The  market  is  up  35%  in 
the  last  12  months. 

Mobius,  56,  knows  these  waters  as 
well  as  anyone.  A  native  New  Yorker, 
he  earned  a  Ph.D.  in  economic  devel- 
opment at  Massachusetts  Institute  of 
Technology  in  1964  and  then  moved 
to  Hong  Kong  to  work  as  an  econo- 
mist and  an  investment  manager.  He 
joined  up  with  John  Templeton  in 
1987  and  has  earned  28%  a  year  since 
then  for  the  Emerging  Markets  Fund. 
The  $222  million  (assets)  closed-end 
fund  trades  at  1 7%  on  the  Big  Board, 
a  very  steep  30%  premium  to  net  asset 
value.  He  also  manages  $1  billion  in 
other  accounts. 

Where's  he  investing  today?  Places 
where  there  are  signs  of  government 
withdrawal  from  the  private  sector: 
privatization  of  assets,  paying  down 
debt,  cutting  taxes.  He  got  out  of 
Argentina  completely  last  year  be- 
cause the  market  was  overpriced  but  is 
looking  to  get  back  in  now.  He's  16% 
invested  in  Turkey,  is  experimenting 
with  Poland  and  Hungary  and  is  in- 
trigued by  two  developed  countries 
he  thinks  of  as  emerging  markets: 
Italy  and  Spain. 

More  distant  opportunities?  "Bra- 
zil is  America  ten  years  down  the 
road,"  Mobius  states  flatly.  "We're 
headed  in  the  same  direction,  so  may- 
be we'll  have  an  emerging  market  inj 
the  U.S.  before  not  too  long."  M 
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THE  NATURAL  CHO 
FOR  BUSINESS 


We  Trade  In  Locations  All  Over  The  Globe. 
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But  We  Wouldn't  Trade  Ours  For 
Anything  InThe  World. 

For  over  60  years,  Stephens  Inc.  has  called  Arkansas  home.  Here,  we've  built 
me  of  the  nation's  largest  investment  banking  firms,  emphasizing  relationships  over 
transactions.  As  a  result,  some  of  our  best  clients  have  become  our  oldest  friends. 
With  today's  rapidly  changing  marketplace,  this  kind  of  stability  and  security  is  a  rare 
and  welcomed  commodity.  And  we  wouldn't  trade  that  for  anything,  either. 


Stephens  Inc. 

1 1 1  Center  Street  •  Little  Rock,  AR  72201  •  1  -800-643-969 1 


"The  spectrum  of  manufac- 
turers runs  from  peanut  but- 
ter to  plastic  pipe  and  from 
steam  boilers  to  steel  plate." 

Jim  Cobb 
Chairman  of  the  Board 
Little  Rock  Port  Authority 


"Greater  Little  Rock's  educa- 
tional opportunities  produce  a 
sophisticated  work  force  ideal 
for  corporate  office  opera- 
tions and  manufacturing." 

Nerschel  Friday 
Chairman  of  the  Board 
Greater  Little  Rock  Chamber 
of  Commerce 


"I  think  a  great  deal  of  our 
success  can  be  attributed  to 
the  hard-working,  dedicated 
Arkansans  who  have  been 
with  us  from  the  beginning." 

William  Dillard 
Founder  &  Chairman  of  the  Board 
Dillard  Department  Stores 


"Contributing  to  the  state's 
economic  diversity  has  been 
the  collective  success  of  a 
number  of  entrepreneurial 
Arkansans." 

Bamett  Grace 
Chairman  &  CEO 
First  Commercial  Corp. 


"The  professional  services 
here  allow  our  employees 
nationwide  to  continue  to 
improve  the  quality  health 
care  and  services  that  are 
so  important  to  our  residents 
and  patients." 

David  R.  Banks 
President,  Chairman  &  CEO 
Beverly  Enterprises  Inc. 


"Best  of  all,  Arkansas  is  a 
good  place  for  our  2,700 
employees." 

Dick  Davidson 
Chairman  &  CEO 
Union  Pacific  Railroad 


Actually,  we  re  a  bit  of  both. 


Our  core  telephone  operations  give  us  solid  revenues  and  the  operating  strength  ol  a  Lineman.  \\  hile 
our  expansion  into  high  growth  fields  such  a-,  cellular  and  information  services  ha>  helped  u>  sprinl  aheai 

The  results:  Forbes  500  ranking.  A  five-year  total  annual  return  of  25%.  And  32  consecutive  years  <>| 
annual  dividend  increases.  MUM  ■■■■ 
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Top  left:  Great  Lakes  Carbon, 
Ozark 

Above:  Airplane  modification, 
Little  Rock 
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Strength  Through  Diversity 

With  a  population  steeped  in  a  tradition  of  hard  work  and  achieve 
ment  and  a  surprisingly  broad  industrial  base,  Arkansas  defies 
attempts  to  categorize  or  pigeonhole  its  unique  character.  The  state  is 
the  quintessential  American  heartland,  and  it  offers  businesses  and 
the  people  who  run  them  a  choice  of  industry,  landscape  and  lifestyle 
that  is  as  varied  as  it  is  compelling. 

"We  are  a  major 
employer  in  Arkansas  that 
exports  software  technolo- 
gy and  management  ser- 
vices around  the  globe," 
says  John  E.  Steuri,  chair- 
man and  chief  executive 
officer  of  Systematics 
Information  Services  Inc. 
"Our  employees  come  from  | 
Arkansas  and  all  over  the 
world.  What  they  find  here 
are  friendly  people,  a  good 
work  ethic,  progressive  businesses  and  government,  fine  schools, 
a  wide  variety  of  arts  and  cultural  activities  and  outstanding  recre- 
ational opportunities.  Bottom  line,  our  people  think  Arkansas  is  a 
great  place  to  live  and  work." 

The  state's  principal  industries  include  manufacturing,  agricul- 
ture, forestry  and  tourism.  Its  advanced  manufacturing  base 
involves  many  highly  sophisticated  processes  and  produces  elec- 
tronic, steel,  aerospace,  paper  and  chemical  products.  More  than 
21%  of  Arkansans  are  employed  in  manufacturing,  which  consti- 
tutes 25%  of  the  gross  state  product.  Arkansas'  location  in  the 
heart  of  the  Sunbelt,  combined  with  a  modern,  comprehen- 
sive transportation  network,  allows  businesses  to  reach  all 
of  America  quickly  and  efficiently.  In  central  Arkansas, 
water,  air,  rail  and  highway  transportation  intersect  to 
provide  businesses  a  wide  range  of  transportation 
options.  This  multimodal  transportation  intersection 
facilitates  rapid  distribution  to  America's  heartland. 

The  Port  of  Little  Rock  is  part  of  the  McClellan-Kerr 
Arkansas  River  Navigation  System.  It  links  with  the 
Mississippi  river  and  the  nation's  inland  waterway  sys- 
tems, providing  access  to  ports  all  over  the  world,  and  is 
home  to  nine  manufacturing  facilities.  "The  Port  of  Little 
Rock  is  a  cameo  of  the  state's  diverse  manufacturing  base," 
says  Jim  Cobb,  chairman  of  the  board  of  directors  of  the  Little 
Rock  Port  Authority.  "The  spectrum  of  manufacturers  runs 
from  peanut  butter  to  plastic  pipe  and  from  steam  boilers 
to  steel  plate." 

Another  important  part  of  Arkansas'  transporta- 
tion system  is  provided  by  Union  Pacific  Railroad, 
the  state's  largest.  Says  Dick  Davidson,  Union  Pacific 
chairman  and  chief  executive  officer,  "Union  Pacific 
operates  more  than  1,000  miles  of  track  in  the  state,  giving  virtually 
every  region  of  Arkansas  main  line  rail  access  to  outside  markets. 
Best  of  all,  Arkansas  is  a  good  place  to  live  for  our  2,700  employees." 

Arkansas  has  been  among  the  nation's  leaders  in  job  growth 
during  the  '80s  and  early  '90s.  In  1992  alone,  the  announced 
capital  outlay  in  the  state  was  more  than  $1.4  billion,  and  the 
announced  jobs  in  1992  represented  a  42%  increase  over  the 
previous  year's  total. 
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A  Supportive  Business 
Community 

Arkansas'  strong  local  economy  is  supported  by 
a  business  community  with  an  enthusiastic  spir- 
it and  a  commitment  to  the  state.  This  enthusi- 
asm is  part  of  the  reason  Arkansas'  economy 
has  been  resilient  through  the  recent  recession. 

Unlike  many  states  that  have  experienced 
negative  growth  in  recent  years,  Arkansas  has 
been  a  leader  in  job  growth  and  other  areas  that 
point  to  the  strength  of  the  state's  economy.  For 
example,  the  1993  Development  Report  Card 
for  the  States  gave  Arkansas  an  overall  B  rating 
based  on  the  fact  that  the  state  leads  the  nation 
in  short-term  employment  growth  and  has 
above-average  long-term  growth. 

Says  Joe  Ford,  chairman  and  chief  executive 
officer  of  ALLTEL  Corp.,  "It's  no  surprise  to  us 
that  many  of  America's  most  successful  compa- 
nies are  headquartered  in  Arkansas.  The  state 
has  a  favorable  business  cli- 
mate and  an  abundance  of 
smart,  hard-working  men 
and  women.  It  also  has  a  lot 
to  offer  in  terms  of  quality  of  life."  ALLTEL  is  a 
leading  telecommunications  and  information 
services  company  headquartered  in  Little  Rock. 

Barnett  Grace,  First  Commercial  Corp.'s 
chairman  of  the  board  and  chief  executive  offi- 
cer, points  out  that  "contributing  to  the  state's 
economic  diversity  has  been  the  collective  suc- 
cess of  a  number  of  entrepreneurial  Arkansans, 
in  tandem  with  a  business  environment  that  is 
conducive  to  growth  and  productivity."  First 
Commercial  is  one  of  the  state's  largest  bank 
holding  companies. 

The  sense  of  pride  in  the  state  demonstrated 
bv  these  business  leaders  and  all  Arkansans 
continues  to  fuel  the  state's  growth.  In  the  first 
quarter  of  this  year,  industries  in  the  state 
announced  $60  million  in  capital  outlay  and  the 
creation  of  approximately  300  jobs.  These  fig- 
ures are  significant  in  a  state  with  only  2.3  mil- 
lion people  and  a  gross  state  product  of  just 
$37,169  million  current  dollars. 

While  these  announcements  continue  to 
point  to  the  diversity  of  the  state's  economy, 
they  also  represent  both  small  and  large  compa- 
nies. The  industries  involved  in  these  invest- 
ments have  ranged  from  apparel  manufacturers 
to  paper  products  companies. 

"This  state  and  its  industrious  people 
offer  entrepreneurs  and  businesses  a 
chance  to  grow  and  be  successful,"  says 
Warren  Stephens,  president  and  chief 
executive  officer  of  Stephens  Inc.,  one  of 
the  largest  banking  firms  in  America, 
hich  was  founded  in  Little  Rock  in  1933 


Arkansas  Power  &  Light  power  plant,  White  Bluff 


Incentives  for  Growth 

The  Arkansas  General  Assembly  recently  approved  a  number  of  incen- 
tives to  ensure  that  the  state's  economy  continues  to  grow. 

"Our  incentive  programs  have  provided  a  balanced,  productive  and 
stable  business  climate,"  says  Governor  Jim  Guy  Tucker.  "But  as  the  com- 
petition grows  much  keener  and  more  sophisticated,  we  must  be  pre- 
pared to  compete  not  only  regionally  and  nationally,  but  globally  as  well." 
One  major  piece  of  the  new  legislative  program  broadens  the  state's 

economic  development 

Arkansas  has  taken  afresh  approach  to    incentives  to  include  corpo- 

enterpHse  ZOne  incentives.  rate  headquarters  and 

office-sector  businesses  in 
addition  to  traditional  manufacturing  operations.  Under  this  incentive 
program,  the  state  will  assist  companies  with  funding  for  infrastructure, 
construction  and  employee  training. 

Arkansas  also  has  taken  a  fresh  approach  to  enterprise  zone  incen- 
tives. New  legislation  has  removed  all  geographic  boundaries  for  enter- 
prise zones,  and  the  program  is  also  available  to  corporate  headquarters 
and  distribution  centers. 

Agricultural  Leadership 

In  addition  to  manufacturing  and  office  operations,  agriculture  continues 
to  play  a  significant  role  in  the  state's  economy.  Arkansans  harvest  about 
15  million  acres  of  crops  each  year.  The  state's  farmers  grow  peaches, 
tomatoes,  watermelons  and  grapes,  as  well  as  hay,  wheat,  oats  and 
sorghum,  but  the  biggest  row  crops  are  rice,  soybeans  and  cotton. 

Arkansas  leads  the  nation  in  rice  production,  harvesting  more  than 
one  million  acres  each  year  and  providing  40%  of  total  U.S.  production. 

The  broiler  industry  is  also  number  one  nation- 
ally, with  more  than  750  million  birds  produced 
each  year.  The  poultry  industry  employs  more 
than  50,000  Arkansans. 

Much  of  this  agricultural  success  can  be 
attributed  "to  abundant  natural  resources  like 
good  land  and  a  readily  available  water 

supply,  but  Arkansans  are  beginning  to 
add  value  to  these  natural  resources 
as  the  agricultural  segment  of  the 
economy  moves  toward  the 
future.  The  poultry  industry  of 
northwest  Arkansas,  for  example, 
is  processing  various  poultry 
products,  rather  than  simply 
shipping  supplies  to  specialized 
companies. 
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What  do  these  have  in  common? 


They  represent  companies  of  only  a  few  of  the  out- 
standing members  of  First  Commercial  Banks  National 
Advisory  Board. 

In  the  1990s,  Arkansas  has  leapt  to  national  prominence 
with  the  election  of  its  governor,  Bill  Clinton,  to  the  office 
of  President.  The  state  is  also  staking  a  claim  to  national 
leadership  in  areas  outside  the  political  realm. 

Arkansas-based  First  Commercial  Corporation  has 
asserted  itself  as  not  only  the  premier  financial  institution 
in  the  state,  but  as  a  leader  in  issues  that  affect  Arkansas. 

First  Commercial  has  marshalled  the  talents  of  eminent 
Arkansans  from  diverse  fields  in  a  yearly  leadership  forum 
called  the  National  Advisory  Board.  The  board's  mission  is 
to  study  select  issues  of  importance  to  Arkansas  in  fields  as 


diverse  as  education,  the  economy,  health  care  and 
overall  quality  of  life. 

This  group  of  Arkansans,  who  have  achieved  national 
and  international  recognition  in  industry,  business, 
religion  and  the  military,  brings  a  tremendous  wealth  of 
talent  and  experience  to  the  challenges  facing  the  state. 

At  First  Commercial,  we  believe  that  the  '90s  will 
indeed  be  a  decade  of  historical  progress  and  prosperity 
for  Arkansas,  as  Arkansas  emerges  as  a  national  leader. 
To  learn  more  about  how  Arkansas  and  First  Commercial 
are  making  a  difference,  send  for  a  copy  of  the  NAB's 
1992  report,  The  90s  -  Arkansas'  Decade.  Write  to: 
The  National  Advisory  Board,  P.O.  Box  1471,  Little  Rock, 
AR  72203. 


The  First  Commercial  National  Advisory  Board  at  its  1993  meeting. 


(Seated  left  to  right )  Robert  H  Dedman,  Founder  and  Chairman  ol  ihe  Board,  ClubCorp  International;  William  Y.  Smith,  General  (Retired),  U.S.  Air  Fort  e, 
President  (Retired),  Board  of  Directors  and  Executive  Committee  Member,  Institute  (or  Defense  Analysis;  Kemmons  Wilson,  Founder,  Holiday  Inns  Inc.; 
George  Stinson,  Chairman  (Retired),  Director,  National  Steel  Corporation,  Richard  L.  O'Shiclds,  Chairman  and  Chief  Executive  Officer  (Retired)  Panhandle 
Eastern  Corporation;  Dr  Mary  L.  Good,  Senior  Vice  President,  Allied  Signal  Inc.;  J.  Virgil  Waggoner,  President  and  (  hief  Executive  Officer,  Sterling  Chemicals 
Inc.;  William  R.  Toller,  Chairman  ol  the  Board  and  (  hief  Fxecutivc  Officer,  Witco  Corporation,  I  he  Right  Reverend  John  Maury  Alhn,  2'5rd  Presiding 
Bishop,  [Episcopal  Church;  Fred  M.  Pickens,  Altorney-at-Law;  Charles  II  Murphy  Jr.,  Chairman,  Murphy  Oil  Corporation. 

{Standing  left  to  right)  William  II  Bowen,  C  hairman  and  C  hief  Executive  Officer  (Retired),  First  Commercial  Corporation,  William  P.  Stintz,  Chairman  and 
Chief  Executive  Officer,  Ralston  Purina  Company;  Dale  P.  Jones,  President,  Halliburton  Company.  W.  Thomas  Stephens,  President  and  Chief  Executive 
Officer,  Manville  Corporation;  Walter  Smiley,  Presenter,  William  Newell  Small,  Admiral  (Retired)  U.S.  Naval  Forces,  Senior  Vice  President,  Defense  Croup 
Inc.;  M.D.  Matthews,  Chairman  of  the  Board.  President  and  (  hiel  I  xecutive  Officet  (Retired),  Natural  Gas  Corporation,  W  (  .moll  Bumpers,  Consultant, 
.The  Dial  Corporation,  Chairman  of  the  Board,  Greyhound  Financial  (  orporation;  Fred  W  Smith,  President  and  <  hiel  I  xecutive  Offic  er,  Donrey  Media 
Group,  Joe  M  Hcnson,  Chairman  and  (  hief  I  xecutive  Officer,  I  I  GENT  (  orporation;  R.R.  Baxter,  Chairman  and  (  hief  Fxecutivc  Officer,  Baxlei  Associates 
Inc.;  Charles  T.  Meyer,  Chairman.  Meyer  s  Bakeries;  William  Seawell,  (  hairman  (Retired),  Pan  American  World  Airways  Inc.;  John  P  Shelnutt,  Presenter, 
Harry  C.  Gambill,  President  and  Chief  Executive  Officer,  Trans  Union  Corporation;  Charles  D  Morgan  Jr  ,  President,  (  hief  Executive  Officer  and  Chairman  of 
the  Board,  Acxiom  Corporation;  Thomas  F.  Mack"  McLarty  III,  While  House  Chief  of  Staff;  Frank  D.  Hickingbotham,  Chairman  and  Chief  Executive 
Officer,  TCBY  Enterprises,  Charles  M  Kittrell,  Executive  Vice  President  (Retired),  Phillips  Petroleum  Company. 

I  (Not  pictured)  Mava  Angelou,  Reynolds  Professor  <>/  Amerie  an  Studies,  Wake  latest  I  'ni  versify;  EH  lioulUoun,  President.  Boullioun  Aviation  Set  vi<  es.  fames  I 
Davis,  Honorary  Member,  (  o/oicndei  and  Ret  tied  (  hanman.  Whim -Pixie  Stoics  Im  ,  Vic  e  (  hairman,  Aiiiei  u  cm  /  i/e  investment  (  ni  pen  at  ion,  Wi  Ilium  Pi  llu  id  Si  , 
Chairman  and  Chief  Exec  ufive  Off  net .  Dillaid  Department  Stores.  George  W  /  dwell  ds  Jr  .  President  and  (  hief  Exec  ulive  ( Ijfjfli  ei .  Kciusus  (  ity  Southern  Railway 
Company,  I  S  Garrison,  President  and  (  luej  Exec  ulive  Of  fit  ei .  Amertc  an  Freight  ways  Im  ;  Pr  Neil  E  Hat  Ian.  (  hairman  and  C  hiel  Exec  utive  ( >//ic  ei  (Retired), 
Mr  Kessoii  (  oi  par at  ion.  Henry  H  Henley  ji  .  (  hairman  and  (  hief  Exec  utive  Of  fx  ei .  (  luett.  Peahody  and  (  ompany  Im  ,  /olui  H  Johnson,  Publisher,  (  hairman  and 

|  Chief  Executive  Officer,  Johnson  Publishing  (  ompany  Im  .  Jet  i  y  /ones,  President  and  General  Manage) .  /  W/as  (  owhoys,  Sidney  A.  Mc  Knight,  President  (Retned). 
Montgomery  Ward  and  (  ompany,  John  G  Phillips,  (  hairman  <>/  the  fioaid  (Retired),  Pnec  tot .  I  ouislana  /  and  and  Exploration  (  ompany,  Sam  /   Segno i  (  hairman 
(Retiree/).  En  ion  Corporation,  Donald  /  I  \  son,  (  hannian  of  the  llmnd.  I  yson  Foods  Im  .  Pat  nt  ui  P  I  Ipton,  President  and  (  hie  J  Exe<  nine  ( If  In  ei .  Aromatique  Im  . 

I  Helen  Rohson  Walton.  (  ivic  /  voder;  iicdiuk  D  Watfeins,  (  P(  I'.  (  hairman.  lerta  Nova  insurance  (  ompany  /  id 


FIRST  COMMERCIAL  CORPORATION 


Who  needs  a  corner  office? 
The  best  location  is  always 
in  the  center  of  things. 


If  you're  looking  to  put  yourself  in  a  better 
business  position,  look  to  Little  Rock,  Arkansas. 
Little  Rock  is  conveniently  located  in  the  center 
of  a  centrally  located  state.  It's  easy  to  get  to  Little 
Rock,  with  direct  daily  flights  from  many  major 
hubs,  and  it's  easy  to  get  around  town  once 
you're  here. 

The  city  has  the  human  resources  to  staff 
nearly  any  corporate  or  service  office  relocation, 
and  the  natural  resources  to  provide  high  quality 
of  life  to  individuals  and  families. 
Including  sophisticated  and  well- 
developed  medical,  retail,  educational, 
financial,  cultural  and  recreational 
amenities  -  and  all  types  of  outdoor 
recreation  within  a  few  miles. 

So,  why  not  contact  the  Greater 


LITTLE 
ROCK 


Where  America  Comes  together 


Little  Rock  Chamber  of  Commerce  for  more 
information  about  Little  Rock  as  a  location  for 
your  corporate  headquarters,  back  office  or 
service  office  operation?  It  could  be  a  very  smart 
business  move. 

Okay,  so  our  President  found  a  better  office 
in  Washington.  D.C.  National  and  international 
companies  like  Stephens  Inc.,  ALLTEL 
Corporation  and  its  subsidiary,  Systematics, 
Dillard's  and  TCBY  all  agree  that  there  is  no 

better  address  for  continuing  success 
than  Little  Rock. 

For  complete  information,  call 
the  Greater  Little  Rock  Chamber 
of  Commerce  at  (501)  374-4871, 
FAX  (501)  374-6018  or  write  to: 
One  Spring  Building.  Little  Rock. 
Arkansas  72201-2486. 


Id 


BEVERLY 

ENTERPRISES 


Meeting  the  challenge 

of  the  90's  with 
a  commitment  to  the 
future  of  health  care 


ADVEITISEMEII  I? 

Leading  the 
Nation  in 
Economic 
Growth 

The  Arkansas  Industrial 
Development  Commission 
CAJDC)  works  daily  with 
companies  seeking  a  location 
for  new  or  expanded  busi- 
nesses. Companies  through- 
out the  world  experience  the 
advantages  of  doing  business 
in  Arkansas  every  day. 

In  the  last  10  years,  more 
than  MX)  plants  have  located 
in  Arkansas,  and  2,320  have 
expanded,  generating  an 
increase  of  more  than  1996  in 
total  manufacturing  employ- 
ment, compared  with  a  loss  of 
\.7%  nationally  In  1992,  the 
state  led  the  nation  in  eco- 
nomic growth.  That  perfor- 
mance was  in  part  the  result 
of  a  3.4(7,  increase  in  total 
employment  and  an  8.39c 
increase  in  personal  income, 
both  national  leaders  as  well. 

"Arkansas  offers  a  strong 
and  supportiv  e  business  cli- 
mate, combined  with  one  of 
the  most  dedicated  and  train- 
able work  forces  in  the 
world,"  savs  Dave 
1  lamngton,  executiv  e  director 
of  the  Arkansas  Industrial 
Dev  elopment  Commission. 
"These  factors  are  absolutelv 
essential  for  businesses  to  suc- 
ceed." 

For  more  information 
about  the  advantages  of 
doing  business  in  Arkansas, 
contact  the  Arkansas 
Industrial  Development 
Commission,  One  State 
Capitol  Mall,  Suite  4C-300, 
Little  Rock,  Arkansas  72201 
or  call  1-800- ARKANSAS. 


Superconductor  research. 
University  of  Arkansas,  Fayettei'ille 


The  Arkansas  Spirit 

While  Arkansans  are  as  diverse  as  their 
economy,  they  do  share  two  crucial  char- 
acteristics: Thev  want  to  work  and  they  are 
willing  to  learn  new  skills.  The  rural  her- 
itage of  the  Arkansas  work  force  and  the 
tradition  of  hard  work  on  the  farm  trans- 
late into  productivity  in  a  business  envi- 
ronment. 

"Beverly  Enterprises  cares  for  more  of 
the  elderlv  and  infirm  than  any  other  com- 
pany in  the  U.S.  Three  years  ago,  as  a  part 
of  our  continuing  commitment  to  deliver 
quality  health  care  in  the  35  states  in  which 
we  operate,  we  moved  our  corporate 
headquarters  to  Arkansas,"  says  David  R. 
Banks,  president,  chairman  of  the  board 
and  chief  executive  officer  of  Beverly 
Enterprises  Inc.  "We  brought  people  from 
all  over  the  country  to  this  state  and  in 


industries  speaks  volumes  for  the  work 
ethic,  character,  perception  and  mores  of 
Arkansans,"  says  Curt  Bradbury,  chair- 
man, president  and  chief  executive  officer 
of  Worthen  Banking  Corp.,  the  state's 
largest  bank  holding  company,  with 
offices  throughout  Arkansas. 


A  strong  work  ethic  and  commitment  to  a  job  well 
done  may  explain  why  so  many  Arkansans  have  enjoyed 
success  in  all  areas  of  business. 


every  respect,  we've  found  that  the  profes- 
sional support  services  that  are  available 
here  allow  our  employees  nationwide  to 
continue  to  improve  the  quality  health 
care  and  services  that  are  so  important  to 
our  residents  and  patients." 

In  a  survey  of  managers  at  Arkansas 
manufacturing  facilities,  more  than  70% 
said  their  workers  were  more  concerned 
with  getting  the  job  done  than  with  quit- 
ting time.  Almost  90%  believed  their 
workers  could  be  trained  to  handle 
sudden  technological  advances  in 
production.  And  100^  said  they 
believed  their  employees  would 
compete  very  favorably  if  com- 
pared with  work  forces  in 
other  states  producing  the 
same  products.  , 

"The  fact  that  so  /.j 
many  Arkansas  com 
panies  have  risen  to 
national  promi- 
nence in  their 
respective 


William  Dillard,  founder  and  chairmar 
of  the  board  of  Dillard  Department  Stores, 
began  his  retail  career  in  1938  when  he 
opened  his  first  store  in  Nashville, 
Arkansas.  Todav  the  company  has  220 
stores  in  19  states  across  the  nation. 

"Our  company  has  been  very  fortu- 
nate to  grow  from  its  roots  in  a  small  town 
in  southwest  Arkansas  to  one  of  the 
nation's  leading  retail  department  store 
chains,"  savs  Dillard.  "I  think  a  great  deal 
of  our  success  can  be  attributed  to  the 
hard-working,  dedicated  Arkansans  who 
have  been  with  us  from  the  beginning  and 
who  continue  to  play  an  integral  role  in 
our  operations." 

Educated  for 
Success 

Arkansas  has  one  of  the 
most  progressive  education 
and  training  programs  in 
the  nation.  These  pro- 
grams value  practical 
training  for  business  and 
industry  as  well  as  theo- 
retical knowledge. 

Since  the  push  for 
higher  performance  stan- 
dards began  in  1983,  the 


Using  Technology  To 
Create  Competitive 
Advantage. 


Systematics  is  a 
worldwide  leader  In 
information  processing 
management,  services, 
and  software  for  the 
financial,  telecommuni- 
cations, and  healthcare 
industries.  For  a  quarter 
century,  we  have  helped 
our  customers  evaluate 
and  apply  technology 
creatively  to  provide 
advantages  over  the 
competition. 

Customers  in  thirty 
countries  use  our  software 
and  outsourcing  services  every  day.  Systematics 
Integrated  Financial  Software  is  perhaps  the  most 
complete  set  of  retail  and  wholesale  financial 
software  available.  We  also  provide  turnkey  community 
banking  systems  for  die  IBM  AS/400.  Our  Virtuoso™/ 
PCN  cellular  telephone  billing  system  is  being  used 
to  launch  the  world's  first  personal  communications 
network  in  London. 

From  our  headquarters  in  Little  Rock,  Arkansas, 


and  through  more  than 
100  offices  throughout  the 
world,  we  support  over 
1,000  customers  with 
advanced  software  and 
strategic  business  services. 
Our  customers  include 
some  of  the  largest 
financial  institutions, 
telecommunications 
companies,  and  health- 
care providers  in  the 
world.  Throughout 
our  25  years  in  business, 
Systematics'  average 
annual  compound 
revenue  growth  rate  has  exceeded  20%. 

If  you  would  like  to  know  more  about  aiming 
technology  into  competitive  advantage,  call  us.  We'd 
be  delighted  to  talk  with  you. 

SYSTEMATICS 

An  ^kUJJELCotnpatiy 


Call  1-800-874-7359  or  write:  Systematics  Information  Services,  Inc.  •  4001  Rodney  Parham  Road  •  Little  Rock,  Arkansas  72212-2496 
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We  believe  when  employers  see  a  degree,  they  should  know  that  it 
certifies  an  acceptable  level  of  competency  in  the  degree  area." 

—  Governor  Tucker 


Education 

70'/, 


state's  student-to-computer  ratio  has 
dropped  from  270:1  to  15:1  —  the  ninth 
best  in  the  U.S.  In  addition,  enrollment 
in  advanced  math,  chemistry  and  foreign 
language  classes  has  more  than  tripled, 
and  in  some  cases,  even  quadrupled. 

The  Arkansas  General  Assembly 
demonstrated  its  continued  commitment  to 
education  when  it  recently  approved  several 
programs  that  further  enhance  the  state's  edu 
cational  offerings. 

For  example,  next  year,  for  the  first 
time,  Arkansas  schools  will  provide 
mandatory  summer  school  in  grades  K-3 
for  students  who  fail  to  reach  appropriate 
achievement  levels  in  reading,  language 
and  mathematics.  This  program  will  ensure  /'ro>'s,"""s 
that  remedial  needs  are  addressed  early. 
High  school  students  will  be  given  a  choice  of  a  college  core 
curriculum  or  a  technical  preparatory  curriculum,  with  both 
programs  preparing  students  to  continue  their  education 
past  high  school  graduation.  Colleges  will  be  required  to 
establish  standards  for  the  educational  value  of  degrees 
awarded  to  students. 


Local  Aid 

3% 


Criminal  Justice 

57t 


Health/Human  Services 
17% 

General  Revenue  Expenditures, 
1990-1991 

For  the  past  10  years,  Arkansas  has  madt 
a  major  financial  commitment  to  educa- 
tion, with  more  than  70%  of  the  state's 
general  revenues  devoted  to  educational 


Source:  Arkansas  Department  of  Education 


Worker  training  is  also  available  through  a 
system  of  postsecondary  technical  colleges  that 

are  specifically  aimed  at  students  who 
t),her       .     ,     .  .  r 

5H       don  t  plan  to  attend  a  four-year  col- 
lege but  need  additional  training. 
Almost  all  Arkansans  live  within  40 
miles  of  either  a  two-year  or  a  four- 
year  postsecondary  institution. 
"Greater  Little  Rock's  educational 
opportunities  —  from  secondary  schools 
to  technical,  university,  medical  and  law 
school  training  —  produce  a  sophisticat- 
ed work  force  ideal  for  corporate  office 
operations  and  manufacturing,"  says 
Herschel  Friday,  chairman  of  the  board  of 
the  Greater  Little  Rock  Chamber  of 
Commerce. 

The  state  also  offers  an  industry  train- 
ing program  to  provide  customized  job  training  to  meet  the 
technical  staffing  needs  of  Arkansas'  new  and  expanding 
industries.  This  year,  the  General  Assembly  also  created  a 
work  force  training  fund,  administered  by  the  Arkansas 
Industrial  Development  Commission,  to  further  enhance 
employer-specific  training  options. 


A  Panorama  of 
Recreational  Offerings 

The  natural  beauty  of  Arkansas  is  divided  into  four  distinct 
geographic  areas  that  all  converge  in  Little  Rock:  The  Delta 
to  the  east,  pine  forests  to  the  south,  the  Ouachita 
Mountains  and  lakes  to  the  southwest  and  the  Ozark 
Mountains  and  Buffalo  National  River  to  the  north.  This  col- 
lection of  unique  environments  is  located  within  30  minutes 
of  the  state's  capital  city. 

This  geographic  diversity  has  created  a  wide  range  of 
■  i  i  eational  opportunities,  enhanced  the  quality  of  life  and 


made  tourism  the  most  rapidly  growing 
sector  of  Arkansas'  economy.  A  record  17,365,000  travelers 
visited  Arkansas  in  1992,  and  they  spent  $2.7  billion,  yield- 
ing $127  million  in  state  taxes. 

Arkansas  has  more  than  17  million  acres  of  forest  land, 
including  three  national  forests,  each  with  myriad  recre- 
ational facilities.  The  state  has  250  designated  hiking  trails 
and  47  state  parks.  Add  to  this  total  five  national  parks,  plus 
150  established  by  the  Army  Corps  of  Engineers.  Water 
sports  abound,  with  more  than  600,000  acres  of  recreational 
lakes,  9,000  miles  of  rivers  and  streams  and  countless 
"secret"  fishing  spots. 

But  Arkansas  is  more  than  an  outdoor  paradise. 
Creative,  cultural  and  intellectual  outlets  abound  throughout 
the  state.  More  than  350  art  institutions  thrive  in  Arkansas, 
ranging  in  scope  from  local  community  theater  groups  to 
ballet,  symphonies,  museums,  plays,  galleries,  a  nationally 
respected  arts  center  and  more. 


How  A 
Couple  Of 

Well-Worn 
Shoes  Came  To 
Symbolize 
Success 
AtWorthea 


/  were  to  choose  the  most  appro} 
r  the  successful  bank  holding  company  Worthen 
is  become,  I  think  it  would  be  a  couple  of  bronzed 
oes  with  holes  in  the  bottom  from  getting  out 
id  pounding  the  pavement." 

Curt  Bradbury — Chairman,  President  and  CEO 

>r  Worthen  Banking  Corporation,  such  symbols  have  come 
represent  the  customer- first  approach  to  banking  that  has 
ilt  Worthen  into  Arkansas'  largest  bank  holding  company. 
In  fact,  in  a  decade  where  much  of  the  financial  industry 
s  in  crisis,  Worthen  has  emerged  as  a  high-performance 


rd  earnings  in  each  of  the 
r  years/earning  a  29  percent  average  annual  growth 
rate  of  net  income  over  this  period.  Last  year,  its  return  on 
assets  was  1.12  percent  in  an  industry  where  one  percent  is  a 
benchmark  for  excellent  performance. 

Coupled  with  successfully  orchestrated  mergers  and 
acquisitions,  Worthen  is  solidifying  its  strength  as  the  largest 
bank  in  Arkansas  and  demonstrating  its  commitment  to 
regional  growth. 

Of  course,  at  Worthen  Banking  Corporation,  the  truest 
symbol  of  our  success  is  the  result  behind  every  pair  of  worn 
wingtips  and  broken  heels — a  satisfied  customer. 

(m)  WORTHEN 

VliSJ    BANKING  CORPORATION 


P.O.  BOX  1681  •  Little  Rock,  Arkansas,  72203-1681  •  (501)  378-1000 
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To  the  north,  the  Ozark 
Mountains  span  much  of 
the  state's  border  with 
Missouri,  encompassing  a 
priceless  time  capsule  called 
Eureka  Springs  (right),  a 
town  that  is  a  living  monu- 
ment to  civility  and  gentili- 
ty. The  Ozark  Folk  Center, 
the  nation's  only  facility 
devoted  to  the  preservation 
and  study  of  Ozark  folk 
culture,  and  Blanchard 
Springs  Caverns  (below) 
are  both  nearby. 


If  you're  looking  for  a  smart 
manufacturing  site,  put  the 
Little  Rock  Port  Industrial  Park 
to  this  simple  test. 


j 


_!  A.  Arkansas  River 
Navigation  System 
□  B.  Port  Authority  Railroad 

_1  E.  All  of  the  above 


C.  Little  Rock  Regional 
Airport 

□  D.  1-40  &  1-30  Interstate  Access 


Does  your  manufacturing  plant  require  any  or  all  of  the  above?  The 
Little  Rock  Port  Industrial  Park  could  be  just  the  answer  you've  been  looking 
for.  But  besides  providing  a  true  multi-modal  transportation  system,  each 
manufacturing  site  is  complete  with  supporting  infrastructure  and  all  necessarv 
services.  Plus,  the  Little  Rock  Port  Authoritv  is  dedicated  to  helping  manu- 
facturers cut  through  the  red  tape  in  all  applications  and  regulatorv  approvals. 
And  Foreign  Trade  Zone  14  is  located  in  the  Port  Industrial  Park. 

For  more  information  about  the  Little  Rock  Port  Industrial  Park  and 
its  multiple  industrial  advantages,  contact  Bob  Brave,  Executive  Director, 
Little  Rock  Port  Authority,  7500  Lindsey  Road,  Little  Rock,  Arkansas  72201. 
Or  call  Bob  at  (501)  490-1468. 


LITTLE  ROCK 
PORT  AUTHORITY 


Discover  "The 
Natural  State" 

You  may  now  have  a  sense  that  the 
best  way  to  appreciate  Arkansas  is  to 
consider  all  its  parts  and  take  pleasure 
in  its  contrasts. 

"The  world  is  discovering  what 
those  of  us  who  live  and  work  in 
Arkansas  have  known  for  a  long  time 
—  that  Arkansas  is  a  state  of  unique 
diversity,  both  in  terms  of  geography 
and  demography,"  Drake  Keith,  presi- 
dent of  Arkansas  Power  &  Light 
Company,  says.  "That  diversity,  along 
with  the  increased  awareness  of  our 
state  and  what  we  have  to  offer, 
makes  us  very  optimistic  about  our 
future." 

From  the  mountains  to  the  delta, 
you  can  find  life  pretty  much  any  way 
you  want  it  in  Arkansas.  Just  remem- 
ber —  some  Arkansans  hear  a  violin 
while  others  hear  a  fiddle.  And  they 
like  it  that  way. 

To  leant  more  about  why  Arkansas 
is  the  natural  choice  for  business, 
contact  the  Greater  Little  Rock 
Chamber  of  Commerce ,  One 
Spring  Street,  Little  Rock, 
Arkansas  72201,501-374-4871, 
or  the  Arkansas  Industrial 
Development  Commission,  One 
State  Capitol  Mall,  Little  Rock, 
Arkansas  72201,  or  call  1-800- 
ARKANSAS. 


For  some,  Arkansas 
is  a  worker's  paradise 
For  others,  it's  just 
paradise. 

Few  states  offer  the  combination  of  business  and 
recreational  opportunities  you'll  find  in  Arkansas.  Our 
wealth  of  natural  and  human  resources  makes  us  a  perfect 
business  center,  while  our  temperate  climate  and  uniqu 
attractions  make  a  great  place  to  get  away  from  it  all. 

As  Arkansas'  major  supplier  of  electricity,  ] 
Corporation  is  strongly  committed  to  regional 
programs.  Through  our  operating  company,  / 
Power  &  Light,  we  can  fill  you  in  on  the  exciting 
opportunities  available  in  Arkansas.  For  information, 
contact  AP&L's  Economic  Development  Department  at 
(501)  377-4436.  And  discover  how  to  get  the  best  of  both 
worlds  -  business  and  pleasure  -  right  here  in  Arkansas. 


AP&L 


An  Entergy  Company 


Entergy  is  an  investor-owned  electric  energy  company  serving  more  than  1.7 million  retail custor 
Entergy  also  provides  wholesale  electricity  to  other  utilities  nationwide  and  markets  its  expertise  in 
The  common  stock  of  Entergy  Corporation  is  listed  on  the  New  York,  Midwest  and  Pacific  sto 
our  listing  is  'fcntergy."  Our  headquarters'  address  is  PO.  Box  61005,  New  O, 


in  Arkansas,  Louisiana  and  Mississippi. 
y  and  technical  management  worldwide, 
changes.  The  ticker  symbol  is  "ETR 
ns,  Louisiana  70161. 


espite  some  of  the  greatest  commercials  in 
jvertising  history,  speedy  Alka-Seltzer  is  ailing. 

Fizz,  fizz — 
jlop,  plop 


Jack  Tinker  &  Partners'  talking  stomach  ad 


1  rybodvs  GOT  a  favorite  Alka-Selt- 
r  commercial.  For  some,  it's  the 
'70  spot  where  a  dewy  newlywed 
itasizes  w  hat  she's  going  to  cook 
r  her  husband:  "Poached  oysters," 
e  declares — as  he  rushes  for  the 
throom.  For  others,  it's  the  talking 
>mach  that  berates  its  owner  for 
ting  pepperoni  pizza.  And  there's 
:  glutton  who  groans  ruefully,  "I 
-ft  believe  I  ate  the  whole  thing." 
Miles  Inc.'s  Alka-Seltzer  has  had 
me  of  the  brightest,  bubbliest  ad- 
rtismg  in  history.  But  today  the 
ind  is  in  need  of  some  fast,  fast  relief 
plf.  "People  love  the  image  much 
ire  than  they  love  the  product," 
^s  a  former  Alka-Seltzer  executive. 
Last  year  Alka-Seltzer  had  sales  of 

2  million  in  food  stores — where 
%  of  it  is  sold — according  to  Infor- 
tion  Resources,  Inc.  That's  down 
m  an  estimated  $42  million  in 
87.  Twenty  years  ago  Alka-Seltzer 
i  25%  of  the  antacid  market — al- 
>st  double  the  share  of  Maalox,  its 
sest  competitor.  Today  consul- 
ts Kline  &  Co.  estimate  Alka-Selt- 
\  share  at  just  under  10%.  Over 
%  of  the  country  has  tried  the 
nd — a  remarkably  high  propor- 
i,  though  only  1 5%  use  it  regularly, 
files'  basic  problem:  It  won't  mar- 
an  Alka-Seltzer  that  doesn't  fizz. 
Research  w  ill  tell  you  that  fizzing  is 
ery  good  way  to  get  medication 
>  the  body.  But  to  judge  from  the 
ch  taster  growth  of  tablet  and  liq- 
antacids,  fizz  is  passe.  Tablets  like- 
aids  or  Turns  are  far  more  conve- 
nt to  carry  around,  and  they  have 
e  taste — Alka  Seltzer's  taste  has 
ays  been  a  problem. 

Jka  Seltzer  executives  knew  all 
,  and  during  the  mid  to  late 
!()s  the  company  worked  hard  to 
clop  a  caplet  version  of  Alka  Self 

>es  ■  Fine  21,  1993 


Wells  Rich  Greene's  glutton 
Alka-Seltzer  has  had  some  of  the  bright- 
est, most  memorable  ads  in  history.  Now 
it's  in  need  of  some  fast  relief  itself. 


zer.  It  succeeded,  too,  but  Miles' 
management  could  never  let  go  of  the 
fizz  notion,  and  ultimately  squelched 
the  caplet  version. 

If  Miles'  executives  are  overly  pro 
tective  of  their  product,  it's  because 
Alka  Seltzer  is  so  encrusted  with  his- 
torv.  Miles  Inc.,  now  owned  by  Ger- 
many's Bayer  AG,  w  as  founded  by  Dr. 
Franklin  Miles  in  Elkhart,  Ind.  as 
Miles  Medical  Co.  in  1884.  Its  basic 
product  was  a  home  remedy  called 
Nervine,  which  had  only  middling 
success.  But  during  a  11  n  epidemic  in 
1928  Miles  Chairman  AH.  (Hub) 
Beardsley  learned  that  employees  of 


the  local  newspaper,  the  Elkhart 
Truth,  remained  largely  unscathed. 
Why?  The  managing  editor  was  medi- 
cating his  staff  with  a  mixture  of  aspi- 
rin and  bicarbonate  of  soda — Alka- 
Seltzer's  main  ingredients,  along  with 
citric  acid.  Miles  chemist  Maurice 
Treneer  perfected  a  technique  to 
mass  produce  effervescent  tablets 
made  from  the  same  stuff,  and  Alka 
Seltzer  was  born. 

Through  the  years,  Miles'  early 
commitment  to  advertising  made  the 
brand  as  beloved  as  it  was  successful. 
Miles  sponsored  Chicago  radio  sta- 
tion wis'  "Saturday  Night  Barn 
Dance"  in  1933.  The  cast  included 
such  radio  luminaries  as  Gene  Autry, 
Victor  Borge,  Robert  Benchley  and 
George  Gobel.  Millions  heard  the 
slogan,  "Be  wise — alkalize  with  Alka- 
Seltzer,"  and  sales  jumped. 

During  the  1960s  and  1970s  a 
series  of  ad  agencies  created  a  stun 
ning  body  of  commercial  work  for  the 
brand.  "Magadini's  Meatballs"  from 
Doyle  Dane  Bernbach  played  off  a 
harried  commercial  actor's  struggle 
to  pronounce  the  line  "That's  a  spicy 
meatball."  Wells  Rich  Greene  came 
up  with  "Trv  it,  you'll  like  it." 

But  by  1978,  when  Sammy  Davis 
Jr.  crooned  the  jingle  "Plop,  plop, 
fizz,  fizz,  oh,  what  a  relief  it  is,"  Alka 
Seltzer  had  already  begun  to  struggle. 
The  FDA  had  ruled  that  since  Alka- 
Seltzer  contains  aspirin,  ads  would 
have  to  stress  both  the  head  and  the 
stomach  in  its  commercials.  Which 
meant  that  in  even'  commercial  some 
one  had  to  either  mention  his  head  or, 
at  the  very  least,  hold  his  head  in  his 
hands.  "It  watered  down  the  mes- 
sage," says  a  former  Miles  market 
researcher. 

By  the  mid-1980s  there  were  also 
signs  that  the  image  Alka-Seltzer  had 
so  lovingly  crafted  didn't  fit  as  well 
with  the  times.  "Alka-Seltzer  is  a 
medicine  of  excess  in  an  age  when  no 
one  really  lives  that  way  anymore," 
opines  a  former  executive. 

Alka  Seltzer  Plus,  a  cold  remedy,  is 
doing  j it st  tine — so  fine  that  its  sales 
are  60%  greater  than  Alka  Seltzer's. 
And  now  there  is  a  rumor  that  the 
company  is  finally  considering  resur- 
recting the  caplet  idea.  That  would  be 
a  stunning  break  with  the  brand's 
history.  Which  is  maybe  just  what 
Alka-Seltzer  needs.  -J.I  m 
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T  he  average  Mormon  lives  longer  than  other  white 
Americans.  Is  it  because  Mormons  have  better 
medical  care  or  because  they  live  healthier  lives? 

Memo  to  medical 
reformers 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


A  man  who  was  told  that  a  pedestrian 
is  hit  by  a  ear  in  New  York  Citv  once 
every  20  minutes  responded:  "He 
must  get  awfully  tired  of  that." 

Exactly  the  same  fallacy  underlies 
many  alarming  statistics,  whether 
about  income  distribution,  medical  in- 
surance or  numerous  other  public  pol- 
icy issues.  Numbers  in  a  given  category 
at  a  given  time  are  assumed  to  repre 
sent  the  same  people  over  time. 

Most  of  the  people  without  health 
insurance  do  not  remain  without  it  for 
even  six  months.  People  in  various 
stages  of  transition,  often  between 
jobs,  may  be  without  health  insurance 
until  their  new  jobs  begin.  Others — 
especially  if  they  are  young  and 
healthy — may  choose  to  take  their 
chances  and  use  their  money  to  buy 
something  else,  even  though  health 
insurance  costs  less  than  the  payments 
on  an  economy  car. 

Most  of  those  without  health  insur- 
ance are  under  30,  and  nearly  4  mil 
lion  have  incomes  of  550,000  a  year 
and  up.  Meanwhile,  two-thirds  of 
people  earning  between  $5,000  and 
810,000  a  year  have  health  insurance. 
Different  people  simply  make  differ- 
ent choices. 


If  the  relationship  between  income 
and  health  insurance  is  somewhat  ten- 
uous, the  relationship  between  health 
insurance  and  medical  care  is  still 
more  so.  If  you  are  sick  or  injured,  and 
don't  have  a  (.lime  to  your  name,  you 
arc  still  not  going  to  be  left  to  die 
without  medical  care.  Hospitals  all 
over  the  country  lose  millions  of  dol- 
lars every  year  taking  care  of  people 
who  cannot  pay  or  do  not  pay. 

This  plain  and  simple  fact  may  ha\  e  a 
lot  to  do  with  millions  of  people  choos- 
ing not  to  buy  health  insurance.  They 
know  that  they  are  going  to  get  taken 
care  of  anyway,  one  way  or  another. 

People  make  choices,  but  concepts 
like  choice  and  personal  responsibility 
are  anathema  to  those  pushing  for 
more  and  bigger  government  pro- 
grams to  save  the  fools  from  the 
knaves  and  the  irresponsible  from 
themselves.  Anyone  without  health 
insurance,  or  without  "adequate" 
health  insurance  as  defined  by  others, 
is  automatically  assumed  to  be  unable 
to  afford  it  and  to  be  without  "access'" 
to  medical  care  as  a  result. 

I  can  offer  myself  as  an  example  to 
the  contrary.  Having  been  healthy  as  a 
horse  throughout  my  life,  I  have 
health  insurance  coverage  only  for 
heavy  stuff  that  would  w  ipe  out  my 
life's  savings. 

No  doubt  my  coverage  is  less  than 
what  some  government  bureaucrats 
or  "experts11  would  consider  "ade- 
quate.11 But  why  should  the  taxpayers 
be  forced  to  pay  for  more  health 
insurance  coverage  for  me  than  I  am 
willing  to  pay  for  myself)  Government 
programs  seem  to  operate  under  the 
assumption  that  one  size  fits  all,  w  hen 
it  almost  never  does. 

Infant  mortality  statistics  are  used 
to  claim  that  medical  care  in  the  Unit- 


ed States  is  inadequate,  compared  tc 
that  in  countries  with  government- 
controlled  medical  care.  But  some  ol 
these  countries  pay  much  less  atten- 
tion to  seriously  underweight  babies 
either  to  keep  them  alive  or  to  count 
them  in  their  statistics.  Comparing 
the  United  States  with  such  countri© 
is  like  comparing  apples  and  oranges 

An  even  more  tenuous  link  is  thai 
between  medical  care  and  longevity 
The  average  Mormon  in  the  United 
States  lives  longer  than  other  whiu 
Americans.  Is  that  because  the  doctor) 
they  go  to  are  so  much  better  thai 
other  doctors?  Or  could  it  have  some 
thing  to  do  with  the  fact  that  Mof 
mons  do  not  smoke,  drink,  take  drug! 
or  go  around  shooting  each  other? 

Given  the  Mormon  lifestyle,  it 
would  be  amazing  if  they  did  not  livi 
longer  than  other  people.  But  to  tall 
about  anything  that  anyone  does  aj 
being  in  any  way  responsible  for  w  hai 
happens  to  him  is  to  run  into  the 
taboo  against  being  "judgmental.1 
More  important,  politically  it  under 
mines  the  assumption  that  all  such 
"disparities"  are  caused  by  "society.' 

A  study  some  years  ago  showed  thai 
Chinese  American  children  have  few- 
er accidents  than  either  black  or  w  hitt 
children.  Today,  Americans  of  Chi- 
nese, Japanese,  Filipino  and  Mexicar 
ancestry  have  lower  infant  mortality 
rates  than  whites.  Vet  the  fact  thai 
blacks  have  higher  infant  mortality 
rates  than  whites  has  been  widelj 
attributed  to  racist  neglect  and  inade- 
quate prenatal  care,  even  though 
Mexican  Americans  have  even  les4 
prenatal  care  than  blacks  and  Iowa 
infant  mortality  rates  than  eithe 
blacks  or  whites. 

The  anointed  have  redefined  life 
style  problems  into  social  problem: 
and  social  problems  into  medic! 
problems  to  be  "solved11  by  govern 
merit  programs. 

The  reason  children  are  not  vaccij 
nafed,  and  are  dying  needlessly  fron 
diseases  long  ago  conquered  by  medi 
cal  science,  is  not  because  vaccina 
tions  are  prohibitively  expensiv  e  bu 
because  their  parents  don't  get  up  off 
their  duffs  and  take  them  to  be  vaccii 
nated.  In  many  places,  these  vaccina 
tions  are  already  free. 

Should  we  destroy  the  world's  finl 
est  medical  care,  in  hopes  of  helping 
to  rescue  the  irresponsible0  ■ 
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Lexmark  designed  its  newest  laser 
printers  to  perform  flawlessly  in  the  office 

environment.  Without  losing  sight 
of  the  global  one. 

That's  why  all  five  of  the  new 
IBM®  LaserPrinter  4039  models 
accept  a  simple,  snap-on  duplexing 
option.  Because  two-sided  printing 
saves  paper,  filing  space,  and  natural  resources. 

We  also  redesigned  the  print  process  to  be  ozone 
free.  Built  in  a  Power  Saver  mode  to  save  electricity. 
Designed  a  marathon  performance  print  cartridge  that 


Power  Saver 

On* 

Off 

Sou  can  cut  power  use  by 
%  when  the  primer  is  idle 


Lexmark 's  simple 
snap-on  duplexer 
fits  every  primer  in 
the  family,  for 
two-sided  priming 
that  saves  paper 
and  filing  space. 


goes  farther  between  changes,  creating  less 
waste.  (With  free  shipping  back  to  our 
recycling  program.  Operation  ReSource.SM) 
Even  the  carton  your  LaserPrinter  arrives 
in  is  made  from  recycled  material. 

But  you  wont  pay  a  premium 
for  these  environmental  features. 
Or  for  the  RISC  processor, 
compatibility  with  PostScript®  and 
PCL5, 600-dot-per-inch  resolution 
and  advanced  networkability  that 
are  all  standard.  In  fact,  these  new 
LaserPrinters  are  by  far  the  best 
values  on  the  market  today. 
They're  the  latest  from 
Lexmark,  the  independent 
worldwide  company 
formed  from  a  division 
of  IBM,  and  dedicated 
to  a  simple  business 
plan.  Listen  to  what 
customers  want.  Bring  it 
to  market  fast.  Back  it  with  quality, 
support,  and  responsiveness. 
For  your  nearest  dealer,  call  1 800  358-5835 
(in  Canada,  1 800  663-7662). 

And  ask  about  the  intelligent  new  printers  with  an 
intelligent  respect  for  the  environment. 


IBM  Personal  Printers  by 


Lexmark 's  20.000 
page  cartridge 
means  less  waste. 
And  saves  up  to 
16%  over  the 
competition's 
cost  per  page. 


Lexm^vrk 


Make  Your  Mark 


I  st  per  page  based  on  MSRPs  and  claimed  yields  at  5%  coverage  compared  to  HP  LaserJet  4  print  cartridge  IBM  is  a  registered  trademark  of  International  Business  Machines 
I  rporation  in  the  U  S  and  other  countries  and  is  used  under  license  PostScript  is  a  registered  trademark  of  Adobe  Systems  Incorporated.  Lexmark  is  a  trademark  and  Operation 
,Source  is  a  service  mark  of  Lexmark  International.  Inc.  ©1993  Lexmark  International,  Inc. 


he  New  IBM  LaserPrinter  Family,  By  Lexmark.  Print  Smart. 


Where  There's  A  Will  1 68 

By  Laura  Saunders 
Do  you  want  to  leave  your  assets  to  ; 
bird  colony?  Or  to  be  buried  in  youli 
Ferrari?  Testing  the  limits. 


RETIREMENT  PLANNING 
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Forbes 
Money 

dj— Jfc  ^/        The  Ultimate  Inflation  Hedge 

^|  ™  By  Seth  Lubove 

Guide 


Bombprooflng  Your  ERA  171 

By  Carolyn  T.  Geer 

Are  your  retirement  assets  safe  fron 
creditors?  An  ex-spouse?  The  IRS? 

Where's  Your  S 1 .25  Million?       1 7i 

By  Dana  Wechsler  Linden 

Even  if  you  are  saving  faithfully  fo 
your  retirement,  you're  probablv  no 
saving  nearly  enough. 


REAL  ESTATE 


17 


If  vou've  got  cash,  patience  and 
green  thumb,  investing  in  raw  Ian 
can  be  very  profitable. 


Second-Hand  Time-Shares 


18 


Illustrations  by  Hal  Mayforth 


STRATEGIES 
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Fear  Of  Falling 

By  William  Baldwin 

Stocks  could  crash.  The  dollar  could 
crash.  Bonds  could  crash.  Time  to 
consider  a  few  defensive  strategies. 

History  Lesson  148 

By  Jason  Zweig 

Is  it  destiny  that  stocks  will  always 
tower  over  bonds? 


FIXED  INCOME 


By  Toddi  Gutner 
Looking  for  a  vacation  bargain?  Takj 
advantage  of  other  people's  distress  H 
pick  up  discounted  time-shares. 

Apartment  Buildings  18 

By  Suzanne  Oliver 

Small  rental  properties  can  provid 
handsome  yields,  but  be  prepared  ft 
late  night  telephone  calls. 


TAXES 


i° 


152 


Baby  Munis  And  Liquidity 

By  Jason  Zweig 

They're  hot,  but  be  careful.  It's  hard 
to  kiss  babies  good-bye 

Inflation  Risks 

And  Credit  Risks  154 

By  Robert  Lenzner 

Ken  Lipper's  strategy:  hedged  con- 
vertibles and  short-term  corporates. 

Best  Buy  Bond  Funds  156 

Short  term,  junk,  Ciinnie  Mae  and 
other  funds  with  limned  sensitivin  to 
increases  in  interest  rates. 
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Money  man  Kenneth  Lipper 
Investing  in  a  slow  economy. 


ESTATE  PLANNING 


Loans  To  Relatives 

By  Laura  Saunders 

Thinking  of  helping  your  son  ( 
daughter  with  the  down  payment  ft 
a  house?  Beware  the  IRS. 


Eternal  IRAs 

By  Laura  Saunders 

If  you  want  your  IRA  to  compound 
tax  free  after  your  demise,  make  the 
right  moves  before  you  turn  70V£. 

Probate  Fees  164 

By  David  Frum 

Here's  how  to  protect  your  heirs  from 
being  gouged  by  probate  lawyers. 
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North  Carolina  time-share 
Anything  s  a  value — at  a  price. 
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SMALL  BUSINESS 


Family  Limited  Partnerships  196 

By  Will'am  P.  Barrett 

A  clean  way  to  retain  a  family  business, 
protect  assets  and  duck  estate  taxes. 

Moonlighter's  Delight  198 

By  Suzanne  Oliver 

One  of  the  reasons  some  people  take- 
side  jobs  is  for  the  wonderful  tax 
avoidance  opportunities. 


INSURANCE 


Horse  In  Your 

Swimming  Pool?  200 

By  Carolyn  T.  Geer 

If  you  don't  know  what's  covered  and 
what's  not  by  your  homeowner's  pol- 
icy, read  it  and  find  out. 


Cancel  Your  Disability  Policy?  202 

3y  Carolyn  T.  Geer 

Radical  notion:  You  may  be  earn  ing 
itiore  disability  insurance  than  you 
tally  need. 


EQUITIES 


206 


lodging  Bullets 

By  Richard  Phalon 

Here's  how  to  keep  from  getting 
taught  in  the  cross  fire  in  today's  hair- 
trigger  market. 

the  Discount  Indicator  207 

ly  Mary  Beth  Grover 

When  discounts  on  closed-end  funds 
re  meager,  you  know  two  things: 
'he  funds  aren't  great  bargains,  and 
le  market  is  probably  overpriced. 

pJew  Issues  Lotto  210 

y  Scott  DeCarlo  and  Gilbert  Steed  ley 
he  new  issues  market  is  hot.  Should 
ou  buy?  No.  Busy  years  tend  to  be 
ad  years  in  this  business. 
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INTERNATIONAL  INVESTING 


Think  Small— And  Global  214 

By  Mary  Beth  Grover 

Small-company  stocks  are  getting 
dear  in  the  U.S.  But  that  still  leaves 
the  rest  of  the  globe. 

The  Junk  Currency  Play  218 

By  Gregory  J.  Millman 

Most  currency  traders  make  big  bets 
on  the  direction  of  the  market.  Ezra 
Zask  has  a  less  risky  game,  a  sort  of 
interest  rate  arbitrage. 

Single-Country  Funds  220 

By  Mary  Beth  Grover 

There  are  no  screaming  buys,  but 
there  are  comparative  buys.  Here's 
how  to  find  them. 


COST  CONTROL 


222 


Bid/Asked  Spreads 

By  Gretchen  Morgenson 

Trading  over-the-counter  can  be  very 
expensive,  but  there  are  ways  to  mini- 
mize your  transaction  costs. 

Break  Points  229 

By  Mary  Beth  Grover  and  Jason  Zweig 
Money  talks.  The  more  you  invest, 
the  more  cost-cutting  doors  will  be 
opened  up  to  you . 

Trap-Door  Fees  230 

By  Jason  Zweig 

Be  careful,  when  you  walk  into  an 
investment,  that  a  door  does  not  slam 
shut  behind  you. 

Eight  Freebies  232 

By  Carolyn  T.  Geer 

In  the  dark  about  basic  financial  plan- 
ning issues?  There's  help  out  there— 
and  a  lot  of  it's  free. 


Want  a  growing  utility  at  6  times 
earnings?  Look  on  the  island  of 
Majorca.  Details,  page  214. 


COMPUTERIZED  INVESTING 


234 


Oops! 

By  David  C.  Churbuck 

I  paid  off  most  of  my  mortgage  with- 
out intending  to.  The  moral  is:  Kids 
and  computerized  personal  finance 
programs  don't  mix  well. 

Needles  In  Haystacks  235 

By  Gilbert  Steedley 

Basic  strategy:  Do  your  own  hunt 
ing  for  overlooked  small-company 
stocks,  but  start  by  letting  a  computer 
come  up  with  the  leads. 


HAZARDS 
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Smart  Guys  Get  Taken 

By  William  P.  Barrett 

Would  you  hand  money  to  someone 
promising  a  200%  return  in  just  a  few 
months?  Some  pretty  smart  folks  did. 
Don't  you  make  the  same  mistake. 

Lottery  238 

By  Richard  Phalon 

Unless  you  like  long  shots  with  medi- 
ocre returns,  one  investment  you 
want  to  stay  clear  of  is  discounted 
future  lottery  w  innings. 

Handwriting  Analysis  240 

By  Jason  Zweig  with  James  M.  Clash 
Do  you  buy  stocks  without  analyzing 
the  chairman's  signature?  If  it  slants 
backwards,  maybe  you  should  keep 
your  money  in  the  bank.  Oh,  well,  it 
heais  astrology. 
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A  crash  may  or  may  not  be  imminent. 
But  with  stocks  way  up  and  rates  way 
down,  it  makes  sense  to  hedge  a  bit. 


By  William  Baldwin 

You  DONT  HAVE  TO  BK  some  kind  of  doomsday  nut  to  se< 
the  dark  side  of  the  economy  these  days.  Here  are  a  fev 
catastrophes  to  contemplate: 

■  Dollars  and  long  Treasury  bonds  collapse  in  value  as  tb 
Japanese  tire  of  owning  these  things. 

■  Inflation  shoots  to  10%,  for  external  reasons  (Toyota 
and  cameras  cost  more — see  preceding  item ),  or  fo 
internal  ones:  payroll  taxes  to  finance  health  care,  glorifica 
tion  of  air  traffic  controllers  and  other  strikers,  costl 
employment  mandates  not  yet  announced. 

■  The  top  tax  bracket  balloons  well  beyond  the  42c. 
ratified  by  the  House.  (No,  it's  not  39.6%.) 

■  With  a  slap  in  the  face  from  any  of  the  three  foregoinj 
events,  or  for  no  reason  at  all,  investors  come  to  thei 
senses.  They  reprice  equities  to  the  historic  norm  of  a  Si 
vield.  Unless  dividends  climb  rather  remarkably,  tha 
translates  into  a  44%  crash  in  stock  prices. 

Will  any  of  these  things  happen?  Probably.  When:  W 
haven't  a  clue,  but  it  makes  sense  to  take  some  precaution? 
what  with  the  Dow  at  3500,  an  inexperienced  bunch  in  th 
White  House  and  inflation,  if  not  roaring,  at  least  grow  lin 
in  its  sleep. 

Alas,  it  costs  money  to  take  out  insurance,  includin 
market  insurance.  For  a  fixed  income  investor,  being  fulll 
protected  means  giving  up  the  entire  real  return.  Rigfl 
now,  the  Treasury  is  offering  savers  (before  the  sum  I 
repossesses  through  its  Internal  Revenue  Service)  7%  I 
they  are  of  the  trusting,  30-year  sort,  but  only  3%  if  the  I 
want  their  money  back  in  90  days.  Net  of  inflation  an 
again  before  tax,  the  corresponding  returns  are  mayb 
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V/2%  and  a  little  below  0%.  We  still  say:  Buy  yourself  a  little 
iiarket  insurance,  even  if  it  costs  you. 

In  this  annual  Money  Guide,  our  sixth,  we  don't  have 
nuch  in  the  way  of  hot  stock  tips  or  market  predictions, 
rhe  market  is  a  fairly  efficient  mechanism,  and  a  tough  one 
:o  beat.  But  it's  not  hard  to  beat  the  broker,  the  tax 
:ollector  or  the  probate  lawyer.  That's  why  we  devote  so 
nuch  space  to  topics  like  trading  (page  222),  estate 
Manning  (page  158)  and  small  business  (page  196)'.  If  you 
io  nothing  else,  read  the  article  on  iras  and  death  taxes;  it 
:ould  save  your  heirs  tens  of  thousands  of  dollars. 

How  does  a  savvy  worrywart  take  out  insurance? 

Go  shorter  term  with  your  fixed-income  investments.  Sell 
iome  long  bonds  and  buy  short  ones.  First  figure  out  the 
cheapest  way  to  do  this.  It  depends  on  your  circumstances. 

Suppose  you  were  one  of  the  lucky  fellows  who  bought 
ong  Treasurys  in  the  mid-1980s,  when  interest  rates  were 
ligh.  Your  11V4%  bond  due  in  2015  is  now  trading  at  147. 
fou  could  take  some  profits  and  put  the  proceeds  in  5 -year 
Donds.  But,  outside  a  tax-sheltered  account,  this  would  be 
i  bad  move;  it  would  accelerate  the  federal  tax  of  what 
vould  otherwise  have  been  income  spread  over  22  years, 
ind  it  would  convert  that  income  from  a  coupon  exempt 
Tom  state  tax  into  a  capital  gain  taxable  at  the  state  level. 

Consider  other  ways  to  lessen  your  exposure  to  interest 
•ate  increases.  One,  if  you  have  a  large  portfolio,  is  to  take  a 
;hort  position  in  T  bond  futures;  contracts  come  in 
5100,000  denominations.  Another  is  to  look  at  parts  of  your 
tortfolio  where  you  don't  have  a  capital  gain  problem.  Are 
'ou  about  to  retire,  with  the  option  of  taking  either  a  lump 
um  or  an  annuity?  The  annuity  is  a  long-term  asset,  akin  to  a 
Freasury  bond;  you  might  want  to 
ake  the  lump  and  invest  part  of  it  in 
hort  bonds  or  bond  funds.  See  our 
$est  Buy  list  on  page  156. 

Do  you  own  one  of  those  lever- 
ged  municipal  bond  funds?  Get  rid 
)f  it.  Share  prices  have  held  up  so  far 
because  interest  rates  have  been  fall- 
rig,  but  the  funds  typically  contain  a 
:>t  of  long,  interest-sensitive  bonds. 

Yet  another  tack  to  take  is  to 

ngthen  maturities  on  the  other 
ide  of  your  ledger.  If  you  have  an 
djustable  rate  mortgage  with  an 
prion  to  convert  to  a  fixed  rate, 
ike  the  option.  Or,  refinance  your 
ouse  with  a  fixed-rate  mortgage, 
sing  some  of  the  proceeds  to  pay 
ff short-term  margin  debt.  (Check 
'ith  your  tax  accountant  before 
oing  this.) 

Hitygold.  We  don't  mean  go  over- 
bard  with  it.  A  small  holding  will 
jnooth  out  some  of  the  bumps  in 
bur   long-bond  portfolio, 
iiven  the  very  steep  yield 

irve  that  prevails  today, 
liortening  maturities 
l  >mes  with  a  pretty  heavy 
pst,  so  gold  ownership  has 


to  be  considered  as  an  alternative  antidote.  But  note  that, 
over  the  past  century,  gold's  real  return  is  like  the  recent 
real  return  on  Treasury  bills — close  to  zero.  Over  the  past 
decade  gold  has  delivered  a  negative  return. 

Now  here's  the  story  on  the  bumps.  Look  at  returns 
over  the  past  15  years  on  long  bonds  (Merrill  Lynch's 
index  of  U.S.  Treasurys  due  in  15  to  30  years)  and  spot 
gold.  That  period  includes  the  late- 1970s  episode  when 
bonds  crashed  and  gold  went  through  the  roof.  A  hypo- 
thetical portfolio  consisting  of  5%  gold,  95%  long  Trea- 
surys would  have  had  a  perceptibly  lower  volatility  than 
pure  Treasurys  (12.5%,  annualized,  as  against  13.2%)  at 
the  cost  of  an  imperceptibly  lower  return  (10.2%,  as 
against  10.3%). 

Own  other  things  that  are  scarce  and  no  longer  extrava- 
gantly priced,  such  as  land  and  lumber.  You  can  get  both  by 
buying  a  house  rather  than  renting;  or  trading  up;  or 
buying  a  vacation  home.  Home  ownership  is  an  expensive 
proposition,  but  it  will  protect  you  if  the  country  rediscov- 
ers 1970s-style  taxflation. 

Other  options:  Buy  and  operate  an  apartment  building 
(see  page  186),  or  buy  land  (page  178). 

Want  something  more  liquid?  Look  for  a  forest  prod- 
ucts company  that  trades  more  on  the  value  of  its  assets 
than  the  intelligence  of  its  management.  Land-rich  Cham- 
pion International  Corp.,  in  which  Warren  Buffett  made 
an  investment,  is  intriguing. 

Or  consider  one  of  die  handful  of  publicly  traded  compa 
nies  whose  value  lies  principally  in  land  that  could  be 
developed:  St.  loe  Paper  and  Consolidated-Tomoka  Land 
Co.  in  Florida,  or  Tejon  Ranch  in  California. 

Note  that  shares  in  general  are 
not  scarce.  Wall  Street  is  manufac- 
turing new  ones  at  a  furious  pace; 
see  the  story  on  page  210. 

Put  some  money  abroad.  Unless 
your  fund  hedges  away  all  its  cur- 
rency risk,  which  few  do,  an  interna- 
tional stock  fund  gives  you  protec- 
tion against  a  dollar  collapse  and 
diversification  that  an  all-U.S.  port- 
folio can't.  Two  attractive  ap- 
proaches: international  funds  spe- 
cializing in  smaller  companies  (see 
page  214)  and  single -country  funds 
bought  at  a  discount  (page  220). 

Buy  options.  For  rank  speculation, 
options  are  a  negative  sum  game,  in 
which  players  on  the  whole  lose  by 
the  amount  of  the  considerable 
transaction  costs.  But  they  make 
sense  as  a  hedge  if  they  can  save  you 
taxes.  If  you  want  to  lighten  up  a 
portfolio  but  would  incur  terrible 
capital  gain  taxes  in  doing  so,  then 
an  out-of-the-money  put  on  a 
stock  index  may  make 
sense.  Don't  overdo  it; 
you  may  be  buying  puts 
for  a  long  while  before 
one  ends  in  the  money.  H 
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WfcMne  winds  of  cfranae  stir  tfre 
emomu,  a  corporation  can  maintam 
momentum  if  "measures  each  step 

carefully. 

For  100  years,  in  even 
the  most  unsettling 
conditions,  The 
j;&Qroughbredandits 

predecessor  compa- 
nies have  kept  fair 

,    *  iM   IQQ?  For  a  step-by  step  account,  please  write  the 

balanCc-  M  aMressbttot.tcracopiio{tUel992Noriolk 
Southern  Annual  Report. 

Norfolk  Southern 

mtmued  its  record  of  W»*  "«* 
#dent  major  railroading  natron- 

With  net  income  eKeedimj  $557  md- 
,io„and  revenues  of  more  than  $4.6 
M|ion,  Norfolk  Southern  stands  on 

»!*  (oottH9.MarMH9fl«*"i*""<i 
^^gressteca^l  improvements 

^mmpositionitM^^^^ 
Cle«*ma«a«emenUaH  negate 

MW  terrain  and  stay  a  step  ahead. 
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They  tell  you  that  stocks  will  always  tower 
over  bonds.  Maybe  so,  but  remember  that 
this  argument  is  based  on  performance  over 
a  relatively  brief  period  of  time. 

History  lesson 


By  Jason  Zweig 

Mutual  funds  and  stock  salesmen 
love  a  particular  chart.  They  often  use 
it.  It  shows  stocks  outperforming 
bonds  by  five  percentage  points  per 
year  from  1926  to  1992. 

Think  about  this,  they  like  to  say: 
Thanks  to  the  power  of  compounding 
at  those  rates,  $10,000  invested  in 
Standard  &  Poor's  composite  stock 
index  in  1926,  when  good  dividend 


data  for  the  index  begin,  would  have 
climbed  to  a  mountainous  $7.3  mil- 
lion by  the  end  of  last  year. 

Bonds?  The  same  investment  in 
long-term  Treasurys  would  have 
inched  up  to  a  mere  $237,000. 

Even  Securities  &  Exchange  Com- 
missioner J.  Carter  Beese  Jr.  has  been 
getting  on  the  stump,  hectoring  the 
public  to  put  more  retirement  money 


in  stocks. 

Not  so  fast,  folks.  History  did  no 
begin  in  1926;  it  did  not  end  in  1 992 
Is  there  any  reason  to  assume  th| 
1926-92  era  is  typical?  Maybe  not. 

Jeremy  Siegel,  47,  a  finance  profes 
sor  at  the  University  of  Pennsylvania' 
Wharton  School,  thinks  it  is  not.  Sic 
gel  has  studied  the  relative  returns  c 
stocks  and  bonds  over  a  far  longc 
period — from  1802  to  the  present. 

Consider  this:  The  1926-92  periol 
was  one  of  exceptional  economic  in 
stability.  Just  before  World  War  II,  fc 
example,  it  was  unclear  that  the  coun 
try  would  ever  really  pull  out  of  th 
Great  Depression.  It  was  by  no  mean 
clear  that  the  democracies  would  tri 
umph  over  fascism.  In  subsequeri 
decades  it  wasn't  certain  that  capital 
ism  would  triumph  over  socialism. 

Times  being  highly  uncertain,  in 
vestors  demanded — and  got — highc 
nominal  returns  for  the  risks  inherer 


In  the  long  long  run 

Total  real  return  on  $1  invested  Dec.  31,  1801  (ratio  scale) 

$ioo,ooo=       ,         i         i         i-       i         i         i         i''       i         i         ,         i         i  , 
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Is  the  stockholder's  reward  getting  smaller? 

Percentage  points  by  which  stocks  are  beating  bonds 

„   .  :  -  ^  :  i__4: 


,1^1          I  I 

1820     1830     1840  18f 

Source:  Jeremy  Siegel.  Wharton  Schc 


ABOVE: 

It's  a  catchy 
sales  pitch  to  talk 
of  a  mountain- 
ous gap  between 
stock  and  bond 
returns.  But  that 
slope — so  steep 
a  few  decades 
ago— is  already 
flattening 
toward  historical 
norms. 
LEFT: 

However,  thanks 
to  the  power 
of  compounding, 
even  a  little 
outperformance 
can  go  a  very 
long  way. 


in  ownership  or  part  ownership  of 
businesses.  And,  when  the  uncertain- 
ties were  strongest — in  the  1930s, 
1940s  and  1950s,  for  example — stock 
prices  were  relatively  low,  leaving  lots 
of  room  for  the  appreciation  that  took 
place  in  the  1960s  and  1980s. 

In  recent  decades,  with  the  econo- 
my more  stable  and  corporate  profits 
more  predictable,  the  risks — and  thus 
the  returns — of  equity  investments 
should  have  fallen.  So  why  did  the  S&P 
500  index  return  18%  a  year  in  the 
1980s?  What's  going  on? 

Those  spectacular  performances 
appear  to  be  historical  aberrations. 
Siegel's  conclusion,  laid  out  in  an 
article  last  year  in  the  Financial  Ana- 
lysts Journal  And  in  the  book  Stocks  for 
the  Lonjj  Run  (forthcoming  from 
Business  One  Irwin),  is  that  people 
are  reading  far  too  much  into  too  brief 
a  period.  In  the  long  sweep  of  history, 
the  s&P  500  is  only  36  years  old. 

Siegel  predicts  that  for  the  indefi- 
nite future  stocks  will  continue  to  beat 
bonds,  but  by  a  considerably  smaller 
margin  than  they  have  over  the  past 
half-century  or  so. 

By  studying  stock  and  bond  returns 
back  to  the  Jeffersonian  era,  Siegel 
found  that  the  equity  premium — the 
margin  by  which  stocks  outperform 
bonds — has  historically  run  far  lower 
than  its  post- 1926  average  (see  chart 
above).  From  1802  to  1870  stocks 


outperformed  bonds  by  0.8  percent- 
age points  per  year.  From  1870  to 
1925  stocks  beat  bonds  by  2.8  points 
per  year.  Thus,  stocks'  5-point-plus 
annual  outperformance  from  1926  to 
1992  looks  out  of  line. 

As  Siegel  himself  concedes,  early 
data  on  stock  market  performance  are 
somewhat  sketchy.  Just  before  the 
turn  of  the  century,  the  stock  market 
was  largely  a  basket  of  railroad,  oil  and 
steel  shares.  It's  hard  to  know  what 
history  might  look  like  if  we  had  two 
centuries  of  prices  for  car,  computer, 
electric  and  retailing  firms.  Before  the 
railroads,  the  market  was  sketchier 
still.  In  1802  only  seven  stocks  were 
traded  in  New  York:  three  banks  and 
four  insurance  companies. 

However  uncertain  the  data,  the 
exercise  is  enough  to  make  wise  inves- 
tors think  about  whether  1926  to 
1992  forecasts  the  future. 

As  it  happens,  the  total  return  on 
stocks  has  been  remarkably  con- 
stant— averaging  a  bit  better  than  6% 
a  year,  after  inflation,  through  all 
three  of  Siegel's  historical  periods. 
Thus  Siegel  concludes  that  the  equity 
premium  has  widened  not  because 
stock  returns  have  increased  but  be- 
cause bond  returns  have  shrunk. 
From  1802  to  1870  bonds  returned 
4.9%  per  year,  net  of  inflation;  from 
1870  to  1925,  3.8%;  and  from  1926 
to  1992,  a  skinny  1.4%. 
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Stock 
price  trend 

(as  seen  by 
investors  with 
short  memories) 


How  docs  Siegel  explain  the  ero- 
sion in  bond  returns?  Two  ways.  First, 
this  century's  redistribution  of  wealth 
to  the  middle  class  and  lower-middle 
class  has  benefited  stocks  over  bonds. 
Rich  people,  w  ho  prefer  stocks,  lost 
wealth  to  more  cautious  middle-in- 
come people,  w  ho  bought  bonds  or 
kept  their  money  in  bank  accounts. 
"Until  the  1960s  and  1970s,  many 
middle-income  people  thought 
stocks  were  too  risky, "  Siegel  says. 
The  result  was  that  stock  prices  were 
artificially  depressed,  making  yields 
high  and  eventually  raising  total  re- 
turns. At  the  same  time  investors 
crowded  the  fixed -income  market, 
lowering  yields,  and  thus  total  re- 
turns, there. 

The  second  part  of  the  explanation 
is  inflation.  'The  1926  to  1992  re- 
turns capture  the  period  of  time  when 
we  went  oft'  the  gold  standard  and 
w  hen  inflation  first  became  a  chronic 
problem,"  explains  Siegel.  "Fixed- 
income  holders  didn't  understand  the 
inflationary  consequences  of  the 
change  to  a  fiat  money  system,"  in 
which  bank  note  holders  cannot  re- 


deem for  gold.  As  a  result,  investors 
accepted  bond  yields  that  were  too 
meager.  They  didn't  understand  that 
a  6%  coupon  was  no  longer  a  virtual 
guarantee  of  a  6%  real  return,  as  it  had 
been  during  much  of  the  19th  and 
early  20th  centuries. 

Siegel  believes  that  investors  have 
at  last  fully  factored  the  specter  of 
inflation  into  bond  returns.  "I  don't 
think  the  low  real  yields  of  the  post- 
1926  period  will  continue,"  he  says. 
"People  have  already  wised  up.  That's 
why  the  yield  on  the  long  bond  is  not 
4%;  it's  almost  7%."  Put  another  way, 
the  real  yield  on  long  Treasurys — 
their  yield  to  maturity  less  the  current 
inflation  rate — is  about  3.5%,  almost 
as  good  as  the  3.8%  real  return  on 
bonds  in  the  1870-1925  era. 

As  much  as  stock  returns  may  be 
disappointing  and  bond  returns  pleas- 
ant in  the  next  decade,  Siegel  says, 
stocks  w  ill  still  most  likely  beat  bonds. 
He  figures  stocks  will  deliver  a  total 
real  return  of  5%  to  6%  a  war  over  the 
next  decade,  w  hile  bonds  will  return 
3%  to  4%.  And  he  says  that  for  very 
long  holding  periods,  sav  30  years, 


Dividend  trend 

(which  drives 
stock  prices  in 
the  long  run) 


In  the  last  de- 
cade stock  prices 
shot  up.  But  the 
longer-term  trend 
in  real  dividends, 
which  drive  stock 
values,  is  pretty 
flat.  Are  buyers 
expecting  too 
rosy  a  future? 


stocks  are  in  a  way  less  risky:  They 
don't  suffer  the  same  hazard  of  run- 
away inflation. 

So  where  does  all  this  leave  intelli- 
gent investors?  It  should  make  them 
cautious.  The  return  assumptions 
built  into  current  stock  prices  may 
simply  be  too  high.  In  that  case, 
stocks  should  get  a  comeuppance. 
Longer  term,  of  course,  stocks  will 
probably  make  up  for  any  such  drop. 
If  you  are  investing  for  the  very  long 
run — ten  years  and  up — you  probably 
should  have  most  of  your  money  in 
stocks.  But  if  you  will  need  the  money 
sooner  or  are  over  60,  you  might  want 
to  cut  stocks  back  in  favor  of  interme- 
diate-term bonds. 

Siegel  is  no  in-and-out  market  tim- 
er, but  he  can't  help  noticing  that 
dividend  yields  averaging  2.8%  today 
are  abnormally  low .  To  get  the  mar- 
ket's yield  back  to  its  5%  long-run 
average,  the  s&p  500  would  have  to 
fall  by  44%.  Even  if  w  e  don't  get  ai 
correction  that  severe,  it  would  still 
take  several  years  of  essentially  flat 
markets  to  allow  dividend  yields  toj 
get  back  to  their  historical  level.  Hi 
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"Baby  bonds,"  municipal  securities  in  small 
denominations,  are  hot— but  not  all  deserve  to  be. 

It's  tough  to  ldss 
babies  good-bye 


By  Jason  Zwcig 

LONG  AGO,  lots  of  bonds  were  sold  to 
little  investors.  The  Union  financed 
much  of  its  Civil  War  costs  by  selling 
bonds  in  multiples  of  $50.  In  World 
War  I,  Liberty  Bonds  were  sold  in 
denominations  as  small  as  25  cents. 

Today  the  minimum  purchase  in 
tradable  Treasury  bills  is  $10,000  (T 
bonds,  $1,000).  Most  municipal 
bond  dealers  sniff  at  orders  under 
$25,000.  Even  the  typical  bond  fund 
has  a  minimum  of  $1,000  to  $3,000. 

But  more  municipalities  are  reach- 
ing out  to  small  investors  through 
"baby  bonds."  Over  the  past  few 
years,  more  than  two  dozen  munici- 
palities have  issued  at  least  $2.1  bil- 
lion in  bonds  that  are  sold  in  maturity 
amounts  of  $5,000  or  less. 

Many  of  these  little  bonds  are  sold 
directly  by  issuers  as  8-to- 15-year 
zero  coupons,  typically  rated  A  or 
better.  As  with  newly  issued  larger 
bonds,  buyers  pay  no  purchase  com- 
mission. Having  bought  mini  bonds 


directly  from  a  city  treasurer's  office, 
you  could  deposit  them  in  a  broker- 
age account,  so  that  you  need  not 
worry  about  losing  track  of  them. 

New  York  City  is  selling  its  general 
obligation  bonds  in  small  bites 
through  a  network  of  brokers.  A 
$5,000  (face)  zero  due  in  2019  costs 
$975,  for  a  6.4%  yield.  Rating:  A-. 

Arizona  residents  have  a  slightly 
better  deal.  The  Salt  River  Project,  an 
electric  utility  in  Phoenix,  has  sold 


$267  million  (face)  in  baby  bonds  to 
21,000  residents.  Arizonans  can  buy 
up  to  $10,000  (face)  per  issue.  Yield 
to  maturity  on  the  zeros  of  2006: 
6.3%,  or  as  good  as  a  Treasury  paying 
9.3%  for  an  Arizona  resident  in  the 
32%  federal  bracket.  The  pluses:  nol 
commission,  no  management  fee  and] 
the  right  to  cash  in  a  bond  at  any  time 
before  maturity  at  accreted  value,  less 
a  redemption  fee  of  3%  of  initial  value. 
The  put  option  and  AA  rating  make 
this  bond  a  very  good  buy. 

What  if  you  don't  live  in  Arizona? 
Should  you  buy  your  local  mini  muni? 
Not  necessarily.  If  you  want  liquidity, 
you  will  fare  better  in  large-denomi- 
nation bonds  or — at  a  slight  loss  inl 
income — in  a  no-load  muni  fund. 

Liquidity,  a  problem  with  most 
munis,  is  a  headache  with  these  ba- 
bies. Anything  less  than  $100,000  is 
generally  an  odd  lot  in  the  bond 
business,  with  a  gaping  spread  be- 
tween the  bid  and  asked  prices.  On  a 
$  1 0,000  ( market  value )  trade  in  a  verjj 
liquid  conventional  muni  bond,  this 
spread  could  be  1%  to  3%,  says  Anne 
Ross,  head  of  research  at  Roosevelt  & 
Cross,  the  New  York- based  muni 
bond  house.  On  a  $2,500  trade  ir 
baby  bonds,  the  spread  could  widen 
to  a  prohibitive  8%. 

In  April,  California  issued  $15  mil- 
lion of  baby  bonds  in  unit  investmerij 
trusts  with  a  minimum  $250  pur 
chase.  The  CalBond  Tax-Free  Fund 
as  these  babies  were  christened,  car 
ried  no  initial  sales  load  and  maximum 
annual  expenses  of  0.3%.  Maturing  ir 
8  to  18  years,  they  yield  between  5.2°/ 
and  5.7%  to  maturity.  Investors  whu 
sell  ahead  of  maturity  supposedly  cat 
get  out  at  around  accreted  value — bu 
only  if  the  underwriters  can  find  a  nev 
buyer  to  take  your  place. 

Here  are  some  simple  guidelines  oi 
how  to  invest  in  municipal  paper. 

■  If  you  have,  say,  S3  million  and  up 
buy  direct  from  the  issuers  in  rouni 
lot's.  Remember  to  diversify. 

■  If  you  have  $3,000  to  $3  million 
buy  a  no-load  fund.  Vanguard  anc 
USAA  have  funds  with  expense  ratio 
below  0.5%. 

■  If  you  have  less  than  S3, 000  and  an 
confident  you  (or  your  donee)  wu 
hold  to  maturity,  buy  one  of  the  min 
munis.  But  if  moving  out  of  state  is 
possibility,  steer  clear.  Remember,  it' 
tough  to  kiss  babies  good-bye.  ■ 


Baby  boom 


Issuer 

Credit 

Maximum 

Yield 

Minimum/ 

rating 

maturity 

to 

maximum 

(S&P) 

maturity 

purchase 

Salt  River  Project  (AZ) 

AA 

2006 

6.3%t 

$200/10,000 

Cal  Bond  Tax-Free  Fund 

A+ 

2011 

5.7 

250/15,000 

Connecticut 

AA- 

2012 

5.8 

336/NM 

Illinois 

AA- 

2013 

6.2 

1,405/NM 

New  Jersey  Building  Authority 

AA- 

2011 

6.751 

270/NM 

New  York  City 

A- 

2019 

6.4 

975/NM 

Westchester  County  (NY) 

AAA 

2012 

5.3 

1,796/NM 

S  Carolina  Public  Svc  Authority 

A+ 

2009 

6.25* 

500/5.000 

tCallable  7/1/92  at  100%  of  accreted  value  plus  $3.  {Does  not  include  college  tuition  credit.  *6'/4%  coupon;  callable 
1/1/93  at  IOIV2.  Sinking  fund  begins  in  2007.   NM:  No  maximum. 


If  the  lack  of  liquidity  in  the  secondary  market  doesn't  bother  you, 
here's  a  sample  of  baby  munis,  most  of  them  zero  coupons. 
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Your  money  should  work 
as  hard  as  you  do. 

The  more  successful  you  become,  the  less  time  there  is  to  take  care  of  the  one 
thing  that  should  be  receiving  constant  attention. 
Your  own  money. 

Are  you  investing  it  skillfully?  Or  have  you  parked  it  somewhere  safe,  and  left  it  to 
look  after  itself?  Placed  in  low-paying  investments  subject  to  erosion  from  inflation  and 
taxes,  your  assets  can  shrink,  rather  than  grow. 

At  U.S.  Trust,  we  believe  it's  a  mistake  to  be  overly  conservative.  Instead,  we  can 
offer  you  a  more  attractive  alternative.  You  can  draw  on  a  team  of  seasoned  professionals, 
who  can  create  a  disciplined,  long-term  plan  that  addresses  all  of  your  family's 
investment  needs. 

We  invite  you  to  call  Richard  E.  Foley,  Senior  Vice  President,  at  1-800-U.S.TRUST. 
And  talk  to  us  about  putting  your  money  to  work. 


U.S 


A  TRADITION  OF  GROWING  ASSETS 


NEW  YORK    PRINCETON    PALM  BEACH    BOCA  RATON    NAPLES    DALLAS    LOS  ANGELES    (IRANI)  CAYMAN 


MONEY  GUIDE 


Ken  Upper's  aim,  with  his  partly  hedged  portfolios 
of  convertible  bonds,  is  to  earn  equity-type  returns 
without  equity-type  risks. 

Haven  for  scared  money 


By  Robert  Lenzner 


Bond  manager 
Kenneth  Lipper 
"This  is  a  time 
for  extreme 
prudence, 
because  we 
are  not  on 
an  automatic 
conveyer  belt 
to  growth  in 
the  world.'' 


In  1987  Kenneth  Lipper,  author  of 
Wall  Street,  politician  (former  deputy 
mayor  of  New  York  City)  and  invest- 
ment banker  (former  partner  in  Leh- 
man Brothers  and  Salomon),  started 
his  own  money  management  firm. 
How  to  stand  out  from  the  crowd? 
Lipper  decided  to  cater  to  investors 
who  had  a  fear  of  falling,  investors 
more  eager  to  hang  on  to  what  they 
have  than  to  chase  high  returns.  Lip- 
per. w  ho  with  his  family  owns  100%  of 
Lipper  &  Co.,  now  manages  $2  bil- 
lion of  what  he  calls  "scared  money, 
not  bold  money.'"  It  may  not  be  bold 
money,  but  it  didn't  fare  badly  last 
year:  Lipper's  fixed-income  accounts 
were  up  better  than  17%. 

Something  of  a  celebrity  himself, 
Lipper  has  attracted  a  celebrity  clien- 
tele: Hollywood  performers,  politi- 
cians, name -brand  business  people 
who  want  to  do  with  their  mone\ 
w  hat  Lipper  does  with  his. 

David  Rockefeller  Jr.,  the  former 
chairman  of  the  Rockefeller  Brothers 
Fund,  says  of  Lipper:  "He  helped  us 


restructure  [the  management  of]  our 
endowment  in  order  to  preserve  as- 
sets that  grew  significantly  in  the 
1980s.  Consolidating  these  gains 
seemed  prudent  to  us." 

Lipper,  52,  practices  prudence  by 
concentrating  clients1  money — and 
his  own — in  intermediate -term  fixed- 
income  securities.  That  way  he  gets  a 
much  better  yield  than  in  money  mar- 
ket instruments  but  avoids  the  infla- 
tion risk  inherent  in  long-term  bonds 
and  the  tremendous  market  risk  in- 
herent in  stocks  after  a  decade-old 
bull  market. 

This  does  not  mean  that  Lipper 
expects  Armageddon.  What  he  ex- 
pects, as  he  put  it  in  a  recent  interview, 
is  a  "relatively  low-inflation  environ- 
ment with  slow  economic  growth."  If 
he  were  certain  that  inflation  would 
be  subdued  for  a  long  time,  it  would 
make  sense  to  buy  long-term  noncal- 
lable  bonds.  Not  being  certain,  he 
buys  shorter-term  bonds. 

Consider  Lipper's  hedged  convert- 
ible bond  strategy,  accounting  for  half 


his  funds  under  management.  Th<i 
hedging  turns  these  equity-like  in 
struments  into  something  half  as  risk\ 
as  stocks,  because  he  shorts  the  under 
lying  stock  or  buys  a  put  on  it.  Objec 
tive:  a  15%  annualized  return 
these  companies  continue  to  pay  in 
terest  on  the  bonds  and  the  stock  doe 
nothing.11 

The  biggest  part  of  this  profit  is  the 
result  of  capturing  the  spread  be 
tween  the  coupon  on  the  bond  anc 
the  lower  dividend  rate  on  the  com 
mon.  Take,  for  example,  Bank  of  Nev 
York  7V2%  bonds  due  in  2001,  whic 
recently  had  a  current  yield  of  4.9% 
This  yield  is  about  210  basis  point 
more  than  the  cash  dividend  on  th 
common  stock.  Clever.  Darned  clev 
er.  Follow  a  hypothetical  example: 

Say  you  own  $1  million  of  convert 
ible  bonds  trading  at  par,  convertibl 
into,  say,  10,000  shares  of  stock.  Th 
S90  stock  yields  3%.  The  bond,  mean 
while,  yields  5%.  Look  at  the  bond  as 
way  of  buying  the  stock  and  buying  a 
the  same  time  the  right  to  collect  a 
enhanced  dividend  for  a  while.  In  th 
case,  the  $1  million  bond  position 
convertible  into  $900,000  worth 
stock.  The  extra  S 1 00,000  paid  by  th 
bond  buyer  entitles  him  to  collec 
S50,000  a  year  rather  than  th 
$27,000  collected  by  the  owner  of 
corresponding  amount  of  commoi 
Even  with  some  dividend  increase 
likely  on  the  common,  the  bond  bu\ 
er'can  earn  back  his  $100,000  prem 
urn  in  a  little  more  dian  four  years. 

In  this  case,  Lipper  would  shoi 
7,500  shares  of  the  stock.  By  borrow 
ing  back  the  proceeds  of  the  short  sa 
from  the  broker,  he  reduces  his  nc 
investment  in  the  position  to  about 
third  of  the  bond's  price.  His  profi 
before  some  transaction  costs, 
roughly  equal  to  the  spread  be  twee  ion 
the  bond's  coupon  and  the  muc 


I 

Hi 
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Convertibles 


Issue/coupon  and  maturity 

Price 

Shares 

Conversion 

Current  yield 

Break-even 

Fixed 

S&P 

on 

premium 

convert 

stock 

time 

income 

rating 

conversion 

(vears) 

value 

Bank  of  New  York/7V2s  of  '01 

153 

25.58 

11. 8% 

4.9% 

2.8% 

4.4 

$94 

BBB+ 

Chubb  Capital/6s  of  '98 

117V2 

11.63 

17.0 

5.1 

2.0 

4.7 

92 

AA 

Ford/$4.20  conv  pfd 

89 

1.63 

5.6 

4.7 

3.1 

2.8 

54 

A- 

Home  Depot/4V2S  of  '97 

135V4 

25.81 

14.2 

3.3 

0.2 

4.4 

87 

A- 

National  Bank  of  Detroit/7!4s  of  '06 

114 

32.90 

13.6 

6.4 

3.5 

4.3 

94 

A+ 

PennzoiP/e^s  of  '03 

118V2 

11.89 

17.8 

5.5 

3.9 

NM 

86 

BBB 

Prices  as  of  May  24.  All  of  the  convertible  positions  are  70%  to  100%  hedged.    'Convertible  to  shares  of  Chevron.    NM:  Not  meaningful. 
Source:  Upper  &  Co. 

nstitutional  investors  like  Ken  Lipper  often  turn  convertible  bonds  into  convoluted  arbitrages  by  shorting  the  related  common, 
imall  investors  are  better  off  just  looking 

I 

smaller  sum  he'd  owe  to  cover  the 
dividend  on  the  shorted  stock. 

Risk?  Not  much.  If  the  bond  drops 
in  price,  the  stock  is  likely  to  drop 
lister;  profits  on  the  short  position 
jhould  cover  the  loss  on  the  bonds.  If 
the  stock  goes  up,  he  loses  on  his  short 
position,  but  should  make  it  up  from 
[he  rise  in  the  bonds'  value. 
I  It's  not  easy  for  the  average  investor 
b  do  this.  Even  if  he  could  borrow  at 
upper's  rates,  the  math  would  be 
punting.  But  you  can  play  a  modified 
lersion  of  this  game.  If  you  want  some 


at  converts  as  common-share  substitutes. 


exposure  to  equities  anyway,  consider 
the  convertibles  in  the  table  above. 

For  your  straight  fixed-income  in- 
vesting, you  can  buy  just  the  sort  of 
bonds  Lipper  does — like  the  junk  and 
near-junk  issues  shown.  Lipper  lever- 
ages part  of  his  bond  position,  bor- 
rowing at  rates  well  below  what  the 
bonds  yield.  You  can  skip  that  step. 

What  makes  Lipper  so  sure  we'll 
have  a  slow-growth,  low-inflation 
economy,  the  kind  where  his  strategy 
should  flourish?  He  thinks  Federal 
Reserve  Chairman  Alan  Greenspan 


has  made  a  tacit  pact  with  the  White 
House.  Greenspan  will  shut  up  about 
Clinton's  tax-and-spend  program 
and  Clinton  will  not  try  to  interfere 
with  Greenspan's  inflation-fighting. 
Lipper  puts  it  somewhat  more  deli- 
cately: "The  price  of  Greenspan's 
support  for  Clinton's  economic  pro- 
gram allows  him  to  keep  a  tight  rein 
on  inflation."  That's  hardly  a  pre- 
scription for  a  continuation  of  the  bull 
market.  But  with  inflation  kept  down 
and  the  economy  sluggish,  bonds  are 
bound  to  flourish.  SH 


Straight  bonds  and  preferreds 


Issue/coupon  and  maturity 
Straight  bonds 

American  Medical  International/1  Is  of  '00 
Delta  Air  Lines/9%s  of  '98 
Grand  Union/1 11/4S  of  '00 
HJ  Heinz/63/ts  of  '99 
Kaufman  &  Broad/ 10%s  of  '99 

Lomas  Mortgage  USA/lO'As  of  '02 

Magma  Copper/1 2s  of  '01 

Maxus  Energy2/10.19s  of  '96 

MCI  Communications/7Vfis  of  '00 

P&C  Food  Markets  (Penn  Traffic )/ 1  V/sS  of  '01 

Preferreds 

Boise  Cascade/9.40%  Ser  F  pfd 
Xhase  Manhattan/ 10.84%  Ser  I  pfd 
General  Motors/9.125%  Ser  B  pfd 
Nevada  Power/9.90%  Ser  A  pfd 
Phillips  Gas/9.32%  Ser  A  pfd 


Recent 
price 


109% 

106 

101% 

103% 

106V2 

104V4 
110 
106 
103% 

ll21/2 


26% 
30% 
26% 
111% 
27% 


Dividend 


$2.35 
2.71 
2.28 
9.90 
2.33 


Yield  to 
worst1 


8.5% 
8.3 
10.8 
6.0 
8.5 

9.3 
9.6 
7.9 
6.4 
8.3 


8.0 
7.3 
7.6 
8.0 
7.0 


Call 


Oct  '96  @  103  Ve 
No  Call 

Jul  '99®  100 
No  Call 

Sep  '97  @  100 

Oct  '99@100 
Dec  '96  @  106 
No  Call 
No  Call 

Oct '96  @  104V4 


Feb  '98  @  25 
June  '01®  25 
Jan  '99®  25 
Apr  '97  @  105 
Dec  '97  @  25 


S&P 
rating 


BB 
B+ 
AA 
BB+ 

BB 

BB- 
BB 

BBB+ 
BB- 


BBB- 


JPnces  as  of  May  24.    Assumes  a  settlement  date  of  June  1.    'Yield  to  maturity  or  yield  to  call,  whichever  is  lower.    2Medium-term  notes. 
ISource;  Upper  &  Co. 

i  orried  about  what  inflation  could  do  to  long-term  Treasurys?  Consider  these  medium-term,  medium-quality  issues. 
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Nervous  about  inflation  climbing  out  of  its  coffin? 
Here  are  the  Best  Buys  in  shorter  fixed-income  funds. 

Chicken  bond 
funds 


Bh  FOREWARNED:  It  will  cost  you  to 
ride  down  the  yield  curve  toward  the 
shorter,  safer  end.  A  U.S.  Treasury 
due  in  two  years  pays  4%;  one  due  in 
25  yields  7%.  But  any  investor  who 
survived  the  early  1980s  knows  what 
long  bonds  do  if  interest  rates  spike 
up.  They  spike  down;  25-year  Trea- 
surys  lose  about  20%  of  their  value  if 
interest  rates  jump  up  2  percentage 
points.  There's  lots  of  risk  in  going 
out  a  couple  decades  to  get  that  extra 
3%.  If  you're  nervous  about  the  fu- 
ture— and  who  isn't  these  days — you 
might  stay  short  and  take  the  haircut 
on  yield. 


Below,  we  update  the  Best  Buy 
rankings  published  in  our  annual  mu- 
tual funds  guide  (Aug.  31,  1992)  for 
taxable,  shorter-term  bond  funds. 
Best  Buys  combine  good  risk-adjust- 
ed performance  over  the  past  five 
years  with  low  expenses  and  loads. 
Funds  are  shown  in  descending  order 
of  their  cost/performance  ranking. 

For  most  bond  funds  we  have 
changed  the  ranking  formula  to  in- 
crease the  weight  given  to  costs,  as 
opposed  to  past  results.  Investment 
genius  adds  little  to  returns  in  a  U.S. 
Treasury  portfolio;  performance  is 
largely  a  function  of  just  where  on  the 


maturity  spectrum  the  investoi 
chooses  to  be  and  whether  interest 
rates  happened  to  be  heading  up  ol 
down  during  the  measurement  peri 
od.  Costs  are  the  one  aspect  offline 
investing  that  is  fairly  predictable 
that's  why  we  think  bond  fund  buy 
crs,  especially,  should  pay  lots  of  at- 
tention to  them. 

Why  are  Ginnie  Mae  funds,  whicl 
own  mortgage  pools  due  in  up  to  3( 
years,  on  a  list  of  shorter  funds?  Op 
tional  mortgage  prepayments  tun 
what  looks  like  a  30-year  investmen' 
into  something  that  behaves  mon 
like  a  2-to  8-year  investment.  W< 
have  eliminated  one  Best  Buy  Ginni< 
Mae  fund,  Vanguard's,  from  today' 
list  because  it  is  more  rate-sensitiv< 
than  most. 

Junk  funds  are  the  one  category  stil 
weighted  50/50  on  cost  and  perfor 
mance;  portfolio  skill  matters  more  ii 
results  here.  Some  junk  bonds  witt 
long  maturities  have  the  interest-rat« 
sensitivity  of  shorter  investments.  II 
you  are  worried  more  about  inflatiot 
than  a  depression,  junk  is  a  very  attrac 
rive  alternative  to  long  Treasurys.  You 
get  higher  interest  without  exposing 
yourself  to  the  rate  risk  of  very  lonj 
term  bonds. 


Best  Buys  in  shorter-term  bond  funds 

Fund 

5-year 

SEC 

Annual 

Maximum 

Assets 

Minimum 

Performance 

Telephone 

annualized 

yield 

expenses 

sales 

3/31/93 

initial 

UP 

DOWN 

total  return 

per  $100 

charge 

($mil) 

investment1 

markets 

markets 

Short-term 

Vanguard  Fixed  Inc— Short-Term  Corp. 

9.6% 

4.86% 

$0.27 

none 

$2,942 

$3,000 

D 

A 

800-835-15K 

Scudder  Short  Term  Bond  Fund 

9.7 

6.68 

0.78a 

none 

2,910 

1,000 

D 

A 

800-225-2471 

N  &  B  Limited  Maturity  Bond 

8.7 

4.60 

0.65a 

none 

298 

5,000 

D 

A 

800-877-970t 

Fidelity  Short-Term  Bond  Port 

8.8 

5.90 

0.75 

none 

1,870 

2,500 

D 

A 

800-544-888. 

Intermediate-term 

Vanguard  Bond  Index  Fund 

10.6 

6.06 

0.20 

none 

1,170 

3,000 

B 

C 

800-835-151' 

Columbia  Fixed  Income  Securities 

11.2 

5.81 

0.66 

none 

292 

1,000 

A 

D 

800-547-170 

Fidelity  Intermediate  Bond  Fund 

9.7 

6.23 

0.58 

none 

1,568 

2,500 

C 

B 

800-544-888. 

T  Rowe  Price  New  Income  Fund 

9.8 

5.99 

0.84 

none 

1,529 

2,500 

c 

C 

800-638-566 

Ginnie  Mae 

Benham  GNMA  Income 

10.8 

6.84 

0.59 

none 

1,153 

1,000 

B 

B 

800-321-832 

AARP  Inc  Trust— GNMA  &  US  Treasury 

9.8 

6.18 

0.72 

none 

6.060 

500 

D 

B 

800-225-247 

Fidelity  Ginnie  Mae 

10.0 

6.31 

0.81 

none 

959 

2,500 

C 

B 

800-544-888 

T  Rowe  Price  GNMA  Fund 

10.1 

7.33 

0.79 

none 

912 

2,500 

C 

B 

800-638-566 

Junk 

Fidelity  Capital  &  Income  Fund 

12.5 

6.04 

0.83 

none 

2,037 

2,500 

B 

B 

800-544-888 

Merrill  Lynch  Corp— High  Income-A 

13.8 

9.08 

0.59 

4.00% 

1,508 

1,000 

C 

A 

800-637-386 

Federated  High  Yield  Trust 

12.1 

9.13 

0.77a 

none 

389 

25,000 

B 

C 

800-245-500 

Vanguard  Fixed  Income— High  Yield 

10.1 

8.64 

0.34 

none 

2,384 

3,000 

D 

A 

800-835-151 

■  Net  of  absorption  of  expenses  by  fund  sponsor.    'Most  funds  have  lower  minimum  requirements  for  IRAs  and  automatic  savings  plans. 
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EXPERTS  

WHEN  IT  COMES  TO  NO-LOAD  OVERSEAS  INVESTING,  NOBODY  OFFERS  MORE 
THAN  T.  ROWE  PRICE. 

Overseas  investing  can  increase  returns  while  diversifying  portfolios.  T.  Rowe  Price,  a 
pioneer  in  foreign  investing,  helps  you  take  advantage  of  these  benefits.  We  offer  eight  no-load 
international  stock  and  bond  funds, 


including  the  International  Stock  Fund, 
which  is  one  of  the  oldest  and  largest 
international  funds  in  the  country. 

Experience  and  expertise.  More  than 
a  decade  ago,  we  teamed  with  Britain's 
century-old  Robert  Fleming  Holdings,  Ltd., 
to  form  Rowe  Price-Fleming,  adviser  to  our 
international  funds.  As  one  of  America's 
largest  managers  of  no-load  international 
mutual  fund  assets,  with  access  to  on-site 
research  analysts  worldwide,  Rowe  Price- 
Fleming  has  the  extensive  resources  needed 
to  identify  investments  with  strong  long- 
term  potential. 

Call  for  a  free  report.  Our  international 
investing  reports  discuss  factors  you  should 
consider  when  investing  overseas,  including 
currency  fluctuations  and  other  special  risks. 
Along  with  the  prospectus,  these  reports 
can  help  you  choose  the  fund(s)  best  suited 
to  meet  your  investment  goals.  $2,500 
minimum  per  fund  ($1,000  for  IRAs). 
No  sales  charges. 


EIGHT  NO-LOAD  OPPORTUNITIES 

Objective: 

Fund: 

Investment  Focus: 

Growth 

International 
Stock 

Large  companies 
outside  the  U.S. 

European 
Stock 

European  companies 

Japan 

Japanese  companies 

Aggressive 
Growth 

International 
Discovery 

Small,  fast-growing 
foreign  companies 

New  Asia 

Companies  in  Asia 
and  the  Pacific  Basin, 
outside  Japan 

Income 

Short-Term 

Global 

Income 

High-quality  foreign 
and  U.S.  short-term 
bonds  and  money 
market  instruments 

Global 

Government 

Bond 

High-quality  foreign 
and  U.S.  Government 
bonds 

Aggressive 
Income 

International 
Bond 

High-quality  foreign 
corporate  and 
government  bonds 

a    Vs'  investing 

Wis-  


Call  24  hours  for  a  free  report 
about  international  investing 

1-800-541-5856 


Invest  With  Confidence 

TRoweRice 


IUMB018605 


stment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  There  is  no  guarantee 
the  funds  will  achieve  their  objectives.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges 
expenses.  Read  it  carefully  before  you  invest  or  send  money. 
I: owe  Price  Investment  Services,  Inc.,  Distributor,  100  E.  Pratt  St.,  Baltimore.  MD  21202. 


If  you  want  your  IRA  to  compound  tax  free  after  your  demise, 
make  the  right  moves  before  you  turn  701/2. 

Eternal  IRAs 


By  Laura  Saunders 

1 1  YOU  HAVE  MORI-  ill  your  IRA  or 
40 1  ( k )  than  you  will  need  to  spend  in 
your  retirement  and  you  want  to  give 
maximum  advantage  to  your  heirs, 
read  this  article  carefully.  It's  compli- 
cated, hut  big  money  is  involved. 

We'll  begin  with  a  tale  of  two  [RAs. 

In  Case  I,  Henrietta  Smith  leaves 
her  $100,000  [RA  to  grandson  Jim- 
my. At  her  death,  the  IRA  dissolves 
because  she  hasn't  been  careful  set- 
ting it  up.  Young  Jimmy  sets  his  be- 
quest aside  tor  his  retirement  60  years 
in  the  future.  When  that 
day  comes,  the  ira  has 
grow  n  to  $1.3  million, 
which  may  not  be  all 
that  much  money  by 
then,  given  even  modest 
inflation. 

Case  II:  Henrietta 
cleverly  names  Jimmy  as 
a  beneficiary  before  she 
has  to  start  drawing  from 
the  ira.  Same  bequest, 
same  returns  and  tax 
brackets.  But  in  this  case 
Jimmy  has  $3.1  million, 
more  than  twice  as  much,  at  retire- 
ment. (In  both  cases  we  assume  Jim- 
my earns  8%  on  the  money.) 

What  you  see  here,  in  a  not  implau- 
sible example,  are  two  things:  the 
power  of  tax-free  compounding  and 
the  importance  of  thinking  about  es- 
tate planning  when  you  set  up  your 
ira  or  name  an  heir  for  it.  In  this  case 
planning  doesn't  reduce  estate  taxes. 
What  it  does  is  preserve  for  decades  a 
valuable  income  tax  shelter  that 
would  otherwise  expire. 

"Depending  on  what  you  do,  your 
IRA  can  die  with  you  or  go  on  com- 
pounding for  years,"  says  Seymour 
Goldberg,  a  Garden  City,  N.Y.  attor- 
ney. Goldberg  has  made  himself  an 
expert  on  the  obscure,  but  increasing- 
ly important,  subject  of  iras  and  es- 
tate planning.  What  goes  for  iras,  by 
the  way,  pretty  much  goes  for  other 


retirement  plans,  including  Keogh 
and  401  (k)  thrift  plans. 

Given  Congress'  penchant  for  tax 
complexity,  be  thankful  for  experts 
like  Goldberg.  For  the  rules  on  inher- 
ited iras  are  probably  the  most  com- 
plex that  ordinary  taxpayers  ever  en- 
counter; even  the  Internal  Revenue 
Service  hasn't  filled  in  all  the  gaps  in 
its  rules,  which  are  detailed  in  Publica- 
tion 590  and  in  roughly  60  pages  of 
regulations.  But  the  taxmen  are  rigid 
about  those  they  have  spelled  out,  and 


even  a  minor  slipup  can  cost  dearly,  as 
the  hypothetical  case  above  shows. 

To  slog  through  this  thornv  thick- 
et, start  with  the  diagram  prepared  by 
cpas  Deloitte  &  Touche  on  page  160. 
If  your  ira  is  small,  you  may  be  able  to 
handle  the  estate  planning  yourself. 
Otherwise,  get  expert  help,  especially 
if  it  is  worth  $  1  million  or  more.  Then 
consider  the  following: 

The  irs  demands  that  you  start 
drawing  from  the  IRA  (and  paying  tax 
on  the  distributions)  the  year  you 
reach  age  70V2.  Ordinarily  the 
payouts  must  be  made  by  Dec.  31  of 
each  year,  although  for  that  first  year 
you  get  a  three-month  grace  period. 
The  minimum  yearly  withdrawal  is 
based  on  the  value  of  all  ira  accounts 
the  previous  Dec.  31,  divided  by  a 
factor  that  represents  life  expectancy. 

Here's  where  planning  helps.  The 


life  expectancy  determining  youi 
withdrawals  can  be  either  yours  alond 
or  a  joint  one,  for  you  and  anothei 
person.  By  naming  a  younger  heir  yoti 
get  to  add  his  or  her  life  expectancy  t< 
yours,  thus  greatly  reducing  requirec 
withdrawals.  When  you  die,  the  bene 
ficiary  gets  the  payouts. 

Note  that  by  minimizing  the  re 
quired  withdrawal,  you  don't  tie  you 
hands  if  you  need  more  spending 
money.  Once  you  pass  age  59V2  yoi 
can  always  take  money  out  of  an  IR-' 
faster  than  the  minimun 
without  incurring  th< 
irs'  10%  early  withdraw 
al  penalty.  Your  hei 
doesn't  have  to  pay  tha 
10%  penalty,  either- 
whatever  his  age. 

An  important  point 
You  can  change  you 
heir  at  any  time,  but 
once  you  are  compelled 
to  begin  withdrawals 
you  can't  change  the  wa 
you  calculate  the  life  ex 
pectancy.  So  if  you  pick . 
spouse  as  heir  when  you  are  7Q¥i 
then  change  to  your  child  when  yoil 
are  75,  the  money  will  eventually  gc 
to  your  child.  But  switching  to  tin 
child  won't  slow  your  minimum  dis 
tribution  rate. 

Thus,  if  you  are  nearing  70V2,  pa; 
attention;  soon  you  will  have  to  mak 
the  big  decision.  In  Case  I  above 
Henrietta  failed  to  declare  a  beneficia 
ry  to  the  mutual  fund  company  man 
aging  her  SI 00,000  ira.  She  felt  sh< 
had  covered  the  issue  by  naming  Jim 
my  in  her  will.  Big  mistake,  says  exper 
Goldberg.  When  she  dies,  the  ira  ha 
to  be  liquidated;  the  entire  sum  be 
comes  taxable  income  less  a  deduc 
don  for  any  estate  tax  paid.  Thu 
Henrietta's  tax  shelter  expires. 

In  Case  II,  Henrietta  named  Jimm 
as  heir  when  she  reached  that  all-inn 
portant   required   beginning  date) 
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When  she  dies  soon  after,  Jimmy  can 
stretch  withdrawals  ont  over  his  60- 
year  life  expectancy. 

What  about  estate  taxes?  They  must 
be  paid  on  the  ira  if  the  total  estate  is 
big  enough.  In  figuring  our  example, 
we  assumed  that  Henrietta  was  in  a 
50%  estate  tax  bracket  and  that  the 
taxes  were  paid  out  of  the  rest  of  the 
estate.  We  also  assumed  that  Jimmy 
remains  in  a  40%  income  tax  bracket 
throughout  his  life,  that  he  remem- 
bers to  claim  an  income  tax  deduction 
for  the  $50,000  of  estate  taxes  paid  on 
the  ira,  and  that  he  keeps  all  his  mon- 
ey in  a  balanced  fund  earning  a  steady 
8%  a  year. 

Note  also  that  there  are  two  ways  to 
figure  life  expectancies.  Most  people 
opt  for  the  "recalculation"  method, 
which  refigures  life  expectancy  every 
year.  Example:  You  are  71  and  your 
beneficiary  is  68 .  Your  joint  life  expec- 
tancy, as  set  out  in  a  table  in  Publica- 
tion 590,  is  21.2  years.  If  you  have 


$212,000  in  your  account,  you  have 
to  distribute  at  least  $  1 0,000  to  your- 
self that  year.  A  year  from  now  you  go 
back  to  the  IRS  table  and  find  the  joint 
life  expectancy  of  a  couple  aged  72 
and  69:  20.3  years.  Assuming  your 
IRA  has  grown  to  $219,000,  you  have 
to  distribute  $1 1,000  in  year  two. 

Caution:  The  recalc  method  is 
deadly  if  your  estate  is  the  beneficiary. 
At  your  death,  the  expectancy  is  recal- 
culated to  zero. 

The  alternate  method,  called  "term 
certain,"  means  that  you  make  with- 
drawals over  a  fixed  term  calculated 
once,  when  you  are  70V2.  Most  peo- 
ple don't  choose  it  because  that 
means  betting  they  are  going  to  die  by 
a  certain  date.  They  worry  about  out- 
living an  ira.  The  advantage  to  choos- 
ing it  is  that  if  you  die  and  an  estate  is 
the  heir,  your  ira  can  still  live  as  long 
as  you  were  supposed  to. 

All  this  means  that  if  you  are  mar- 
ried and  only  modestly  affluent,  you'll 


probably  w  ant  to  pick  your  spouse  as 
heir,  because  spouses  have  the  great- 
est leeway  under  the  rules  of  succes- 
sion. In  general,  a  spouse  can  choose 
to  calculate  minimum  distributions  at 
the  original  owner's  rate,  or  choose  to 
claim  the  account  as  if  it  were  his  or 
her  own  to  begin  w  ith,  and  start  the 
distribution  clock  running  all  over 
again.  Your  spouse  can  also  choose 
new  heirs,  even  if  he  or  she  is  over 
70V2  upon  inheriting  the  IRA. 

But  if  you  have  a  very  large  estate, 
say  over  $3  million,  consider  skipping 
your  spouse  as  heir  in  favor  of  your 
children  or  grandchildren.  Even  if 
you  have  less,  consider  splitting  the 
IRA  into  two  or  more  pieces  and  leav- 
ing one  to  your  spouse  and  others  to 
children  or  grandchildren.  Assets  un- 
der $1  million  that  go  directly  to 
grandchildren  will  skip  a  generation 
of  estate  taxes,  and  all  assets  going  to 
younger  heirs  will  get  maximum  in- 
come tax  deferral. 


Bypass  trusts 
and  IRAs 

One  of  the  toughest 
nuts  in  estate  planning  is  a 
common  one:  how  to 
plan  for  a  prosperous  mar- 
ried couple  who  have 
most  of  their  assets  in  one 
[RA.  "I'm  thinking  of  an 
older  couple  that  has,  say, 
$1  million  in  one  IRA  and 
$300,000  of  other  assets," 
■.ays  Deloitte  &  Touche 
:xpert  Jeffrey  Keyser. 

Here's  why:  In  order 
:br  a  couple  to  take  full  ad- 
vantage of  each  partner's 
S6()0,000  estate  tax  ex- 
emption, each  spouse 
irst  has  to  own,  separately, 
lissets  worth  that  much. 
Next,  each  partner  writes  a 
vill  specifying  that  if  that 
person  dies  first,  then  the 
irst  $600,000  of  his  or 
her  assets  goes  into  a  "by- 
pass trust." 

This  move  uses  up  the 
i600,0()()  tax  exemption  of 
he  first  spouse  to  die, 
while  allow  ing  the  survivor 
ccess  feo  income  and 


even  principal,  if  needed. 
When  the  second  spouse 
dies,  the  assets  in  this  trust 
bypass  his  or  her  estate 
and  go  directly  to  the  next 
generation. 

The  problem  arises  if 
most  of  the  assets  are  in  the 
ira,  but  the  couple  needs 
to  shift  assets  so  that  each 
will  have  at  least 
$600,000.  The  trouble  is 
that  tax  law  ordinarily 
considers  an  ira  to  be  the 
sole  property  of  the  em- 
ployee who  created  it.  80  if 
the  ira  owner  were  sim- 
ply to  transfer  $300,000  of 
ira  money  to  the  other 
spouse,  the  transaction 
would  be  a  distribution 
subject  to  income  tax. 

What  to  do?  There  is 
no  way  to  get  maximum  in- 
come tax  deferral  on  the 
ira  and  still  guarantee  that 
both  $600,000  exemp- 
tions are  fully  used.  Proba- 
bly the  best  compromise 
is  for  the  ira  owner — let's 
say  it's  the  husband — to 
split  his  account  into  two 
pieces,  one  $600,000  and 


one  $400,000.  The  smaller 
IRA  would  go,  at  his 
death,  to  the  wife  outright. 
She  could  then  name 
children  or  grandchildren 
as  heirs,  which  would 
maximize  lax  deferral,  as 
the  main  storv  explains. 

The  $600,000  ira 
could  at  the  husband's 
death  go  into  a  conven- 
tional bypass  trust,  of  which 
the  wife  would  be  named 
beneficiary.  Every  year  the 
IRA  would  pay  out  a  cer- 
tain minimum  portion  ofits 
assets.  Let's  say  that  this 
sum  is  $40,000  the  first 
year.  The  $40,000  exits 
the  ira,  but  it  doesn't  nec- 
essarily exit  the  trust. 

If  the  trust  is  invested 
in  growth  stocks  yielding 
2%,  and  if  the  trust  calls 
for  only  the  income  to  be 
disbursed  currently,  then 
$1 2,000  goes  to  the  spouse 
and  the  other  $28,000 
remains  in  the  trust  but 
outside  the  ira. 

At  the  wife's  death,  this 
trust  passes  to  heirs  her  hus- 
band has  named.  In  sum. 


this  arrangement  uses  the 
$600,00()  estate  tax  ex- 
emption but  at  the  expense 
of  the  wife's  ability  to 
claim  the  ira  as  hers  and 
name  new  beneficiaries. 

And  w  hat  if  the  non- 
IRA  owner — again,  usually 
the  wife — dies  first?  Then 
$300,000  of  her  estate  tax 
exemption  would  go  un- 
used, which  could  easily 
cost  an  extra  $120,000  in 
estate  taxes.  And  if  the  hus- 
band were  over  7OV2  at 
the  time,  he  couldn't  maxi- 
mize income  tax  deferral 
by  changing  beneficiaries 
to  the  children. 

The  problem  is  even 
worse,  says  kpmg  Peat  Mar- 
wick's  Deke  Carbo,  if  part 
of  the  non-IRA  assets  is  a 
house  that  each  spouse 
wants  the  other  to  own  out- 
right after  the  first  dies. 
Then  it  may  be  impossible 
to  minimize  taxes.  In  this 
ease,  he  says,  "Most  people 
just  do  what  they  want  re- 
gardless of  taxes,  and  pay 
w  hat  they  have  to  at 
death."  '  -L.S.  Hi 
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!  [erc's  how  this  works,  technically: 
it  your  heir  is  not  a  spouse,  you  get 
credit  for  only  10  years  of  age  differ 
ence  when  determining  required 
payouts  while  you  are  alive.  Example: 
Henrietta  is  70,  and  Jimmy  25,  when 
she  starts  mandatory  withdrawals. 
The  joint  life  expectancy  she  uses  that 
first  year,  26  years,  is  calculated  as  if 
Jimmy  were  60. 

But  after  Henrietta's  death,  Jimmy 
gets  to  use  a  number  pretty  close  to 
his  own  life  expectancy.  (More  pre- 
cisely: It's  the  true  joint  figure  with 
Henrietta  when  she  turned  70V2,  mi- 
nus the  number  of  years  that  pass  until 
she  dies.) 

No  wonder  tax  lawyers  do  well. 


What  if  you  don't  trust  your  heirs 
w  ith  the  money  outright?  It's  possible 
to  name  a  trust  as  heir,  and  the  irs  has 
clear  rules  on  them.  For  example:  The 
trust  must  be  irrevocable,  it  must  be 
valid  under  state  law,  the  heirs  must 
be  named  and  the  IRA  administrator 
must  have  a  copy  of  the  trust. 

In  addition,  don't  pick  just  one- 
heir.  Consider  naming  tiers  of  contin- 
gent heirs  so  the  IRA  won't  revert  to 
your  estate  if  your  first  choice  dies. 
This  can  also  allow  flexibility  to  heirs. 
Say  you  have  left  the  IRA  to  your  son, 
but  he  would  rather  the  money  go 
directly  to  his  children.  This  can  be 
done  only  if  you  have  named  his  chil- 
dren as  contingent  heirs. 


Do  check  carefully  what  your  owr 
IRA  administrator — bank,  broker  oi 
fund  operator — requires  concerning 
death,  withdrawals  and  heirs.  Dc 
loitte's  Jeffrey  Keyser  ran  across  one 
plan  at  a  large  trust  company  thai 
asked  owners  to  specif}'  before  death 
exactly  how  the  money  would  be  dis 
tributed  after  death,  depriving  heirs  o 
valuable  flexibility.  "We  got  the  rule 
changed  for  us,  but  I'm  sure  it  appliec 
to  many  others,"  he  notes. 

Be  aware  of  a  nasty  tax  quirk  tha 
can  cause  family  rifts.  As  with  othe 
assets,  estate  taxes  are  due  on  iras  i 
the  estate  is  large  enough.  But  often 
they  are  payable  by  the  residual  heir 
not  the  IRA  heir.  Translation:  If  a  mar 
leaves  a  $1  million  IRA  to  the  childrei 
of  his  first  marriage  and  the  rest  of  th< 
estate  to  his  second  wife,  the  seconc 
wife  often  is  the  one  who  must  pay  th« 
estate  taxes  on  the  $1  million.  What' 
more,  the  IRA  heir  is  the  one  who  get 
an  income  tax  deduction  for  the  estate 
taxes  attributable  to  the  IRA. 

Also  be  careful  not  to  commingu 
iRAs  of  different  origins  into  one  po 
in  order  to  simplify  your  balano 
sheet.  If  the  amounts  involved  an 
large,  you  may  increase  your  exposun 
to  the  notorious  saving  surtaxes.  Thi 
is  one  of  Congress'  typical  soak-the 
thrifty  maneuvers.  Oversimplified 
bit,  it  means  that  you  will  owe  an  extr; 
15%  income  tax  on  distributions  fron 
all  tax-deferred  plans  totaling  mon 
than  $150,000  a  year.  It  also  hit 
lump-sum  distributions  abov« 
$750,000  and  has  an  estate  tax  featun 
too  complicated  to  explain. 

Some  experts  use  a  benchmark  o 
$1  million  of  tax-deferred  assets  as  th> 
point  at  which  this  tax  causes  rea 
trouble.  If  you  think  it  will  hit  you 
find  an  expert  who  knows  the  rule 
and  has  a  computer,  because  the  bes 
strategy  depends  on  estimates  of  fu 
ture  tax  rates  and  investment  returns 
A  neat  trick  available  to  people  witl 
multiple  retirement  plans  allows  on 
$750,000  exclusion  for  a  lump  sum  ii 
addition  to  the  one  available  fo 
$150,000  annually. 

Bewildering  all  this  may  be,  but  i 
you  are  serious  about  passing  some  c 
your  wealth  to  your  future  genera 
tions,  try  to  understand  it,  or  at  leas 
get  a  tax  planner  who  does.  Clearly 
Congress  has  a  soft  spot  in  its  heart  fo 
the  tax-planning  industry.  ■ 


What  happens  when  an  IRA  owner  dies? 

With  proper  planning,  the  IRA  assets  could  go  on  compounding  tax  free  for  decades. 
But  the  IRS  doesn't  make  it  easy — one  misstep  through  a  labyrinth  of  decisions  and 
the  account  may  die  when  the  owner  does.  This  chart  shows  most  of  the  choices, 
which  are  governed  by  two  variables:  who  the  heir  is  and  when  the  owner  dies. 


|  Owner  dies  before  required  beginning  date* 

Y     R°"  over  'nt°  own  account  and  become  IRA  owner  instead  of  heir. 
OR  Distribute  IRA  annually  over  spouse's  life  expectancy,  or  faster, 
beginning  by  Dec.  31  of  the  year  the  owner  would  have  turned  70 

Beneficiary 

A 

Distribute  IRA  annually  over  heir's  life  expectancy,  or  faster,  beginning 
by  Dec.  31  of  the  year  after  the  owner's  death.  OR  Distribute  entire 
IRA  by  Dec.  31  of  the  year  five  years  after  the  owner's  death. 

Spouse 

Distribute  entire  IRA  by  Dec.  31  of  the  year 
five  years  after  the  owner's  death. 

Other  heir 

SL   

Owner  dies  after  required  beginning  date* 

Estate 

Roll  over  into  own  account  and  become  IRA  owner  instead 
of  heir.  OR  Distribute  IRA  at  owner's  rate,  or  faster. 

Distribute  IRA  according  to  full  joint  life  expectancy 
of  heir  and  owner,  or  faster. 

Distribute  IRA  at  owner's  rate,  or  faster.  If  life 
expectancy  is  being  recalculated,  distribute  entire 
L         account  by  Dec.  31  of  year  after  owner's  death. 

Note:  This  table  does  not  consider  estate,  excise  and  generation-skipping  taxes.  See  a  tax  expert  for  details.  'Required 
beginning  date  is  Apr.  1  of  the  year  after  the  year  in  which  the  owner  turns  70  lk  The  use  of  an  irrevocable  annuity  may 
accelerate  required  beginning  date.  'To  be  available  as  option  to  heir,  owner  must  specifically  allow  it.  Otherwise,  heir 
must  distribute  IRA  within  five  years.  2lf  no  beneficiary  is  named,  state  law  applies.  Usually  it  directs  the  money  to 
the  estate  but  in  some  cases  may  give  the  spouse  a  portion. 


Source:  Deloitte  &  Touche 
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Our 

INTEREST     IS  NOT 

IN    HOW     FAST    A  N 

Investment  Accelerates 

BUT     HOW   WELL  IT 

Performs    over  Time. 


TIME  not  TIMING.  That's  how  we  MAKE  our  INVESTMENT  DECISIONS.  While  others 
might  have  an  EYE  for  a  QUICK  RETURN,  55  years  experience  has  taught  us  that  an  invest- 
ment CONSTANTLY  NURTURED,  and  carefully  steered,  should  PAY  OFF  HANDSOMELY 
in  the  LONG  RUN.  Something  our  2.4  million  INDIVIDUAL  INVESTORS  and  over  200  INSTI- 
TUTIONAL CLIENTS  appreciate. 

A     TIME-HONORED     TRADITION     IN     MONEY  MANAGEMENT 

PUTNAM 

INVESTMENTS 


BOSTON- LONDON-TOKYO 


The  Golden  Gate  Bridge  photographed  by  Robert  Mizono 


[he  anchorage  at  each  cable  end 
contains  60,000  tons  of  concrete. 


prom  the  bedrock  of  sound  principles 


comes  the  carefully  constructed  ability 


to  stand  the  tests  of  years  to  come. 


A  structure  that  rises  to  the  occasion. 


For  relationships  that  stand  through  time. 
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MONEY  GUIDE 


If  your  affairs  are  in  order  and  your  will  uncontested, 
probating  your  estate  shouldn't  be  expensive.  Here's 
how  to  protect  your  heirs  from  being  gouged. 

How  to  die  cheap 


By  David  Frum 


In  times  past  it  was  customary  for 
lawyers  handling  estates  to  get  paid  a 
percentage  of  the  money  involved. 
The  $1  million  estates  would  subsi- 
dize the  $10,000  estates — and  the 
lawyers.  That's  because  the  big  es- 
tates, even  if  they  demanded  more 
time  than  the  little  ones,  didn't  de- 
mand proportionately  more.  The  law- 
yers made  this  lucrative  arrangement 
all  the  more  secure  for  themselves  in 
many  states  by  having  an  estate  fee 
schedule  written  into  law. 

Those  state  fee  schedules  are  now 
officially  gone — demolished  by  feder- 
al antitrust  enforcers  who  saw  them  as 
a  form  of  bid-rigging.  But  watch  out. 
Old  habits  die  slowly,  and  some  law- 
yers have  a  nasty  habit  of  billing  es- 
tates for  fees  that  almost  exactly 
match  the  old  state  schedule,  says 
Edward  Schlesinger,  an  estate  practi- 
tioner in  New  York  City. 

The  lesson  here  is  that  it  pays  to 
keep  a  close  eye  on  legal  fees  for  estate 
work.  If  you  are  the  executor  of  a 
relative's  estate,  shop  around  before 
hiring  a  lawyer.  If  you  are  planning 
your  own  estate,  plan  it  with  this 
problem  in  mind,  and  educate  your 
heirs  about  their  rights. 

The  potential  savings  can  be  con- 


siderable. Suppose  you  are  a  widow, 
have  a  simple  $2  million  estate — con- 
sisting of  a  house,  a  securities  portfo- 
lio and  some  personal  effects — and 
leave  the  whole  thing  to  your  sole 
heir,  a  son.  The  legal  work  is  simple: 
Transfer  title  to  the  house,  prepare 
state  and  federal  estate  tax  returns, 
and  sell  enough  of  the  liquid  assets  to 
pay  the  taxes.  How  long  does  this  take 
a  high-priced  lawyer?  Ten  or  20 
hours?  Miles  Winder,  a  Somerville, 
N.J.  lawyer,  says  an  estate  like  this 


Executor  fees 

 Estate  of  

State 

$500,000  $5  million 

California 

$11,150  $61,150* 

New  Jersey 

20,500  118,000* 

New  York 

19,000  134,000 

Ohio 

15,000  105,000* 

Texas 

5%  of  cash 

disbursements  and  receipts 

*May  be  raised  by  probate  court. 


This  is  what  your  executor 
gets  if  you  don't  say 
otherwise  in  your  will. 


might  run  up  fees  of  a  few  thousand 
dollars  at  a  rate  of  $150  per  hour.  Bui 
your  heir  might  get  a  bill  for  $30,000 
if  he  doesn't  complain. 

Of  course,  a  messy  estate — with 
warring  heirs,  property  locatec 
abroad  or  a  business  partnership  to  be 
liquidated — can  cost  more  in  hourK 
fees  than  it  would  have  cost  on 
percentage  scale.  But  most  estate? 
aren't  that  messy,  so  will-writers  anc 
their  heirs  have  only  themselves  tc 
blame  if  fees  run  high. 

Here  are  simple  rules  that  will  mini 
mize  your  cost  of  dying: 

■  Get  good  legal  advice  so  that  yoi 
structure  your  estate  to  minimize 
complications — and,  of  course,  mini 
mize  estate  taxes. 

■  Name  an  heir,  not  a  bank  or  lawyer 
as  executor.  The  reason  for  doing  thi; 
is  that,  while  fee  schedules  for  lega 
work  have  been  abolished,  fee  sched 
ules  for  executors  are  still  very  mucr 
in  force — and  no  bargain.  In  New 
York,  each  executor  is  entitled  tc 
$34,000  on  an  estate  of  $1  million,  sc 
if  you  name  a  bank  and  a  lawyer  as  co* 
executors  instead  of  naming  your  twe 
surviving  children,  your  heirs  will  be 
out  $68,000.  In  fact,  if  the  estate  i: 
large  it  might  be  a  smart  idea  to  name 
your  kids  as  executors,  so  they  pa? 
income  rather  than  estate  tax  on  tht 
money.  If  your  children  want  helf 
probating  the  estate,  they  can  still  gc 
to  a  lawyer  for  it,  but  at  least  they  art 
in  a  position  to  bargain. 

This  advice  goes  double  in  state 
like  Illinois.  According  to  Roy  Ad 
ams,  a  Chicago  estate  specialist,  man' 
Illinois  lawyers  (but  not  his  firm)  con 
sider  it  an  acceptable  practice  if  namec 
as  executor  to  take  both  an  executor' 
fee  and  a  lawyer's  fee. 

■  Leave  instructions.  8eparate  from  ; 
notarized  will,  leave  behind  a  letter  tc 
your  heirs  listing  your  assets,  you 
liabilities,  your  insurance  policies  anc 
your  credit  card,  bank  account  anc 
brokerage  account  numbers.  In  thi 
letter  you  can  recommend  a  lawyer  fo 
the  probate  work,  but  make  it  clear  tc 
your  heirs  that  if  they  aren't  satisfiec 
with  his  estimate  of  the  number  o 
hours  needed,  they  should  conside 
looking  elsewhere. 

■  Simplify  your  financial  life.  Consoli 
date  bank  accounts,  brokerage  ac 
counts,  mutual  fund  accounts  and  lifi 
insurance  policies  to  the  extent  yon 
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These  Jays  you  have  enough  to  worry  ahout  without  adding  office  furniture  to  the  list.  But  with  just 
me  quick  phone  call,  our  trained  consultants  can  give  your  husiness  the  look  of  success  it  deserves. 


CORT 

FURNITURE  RENTAL 


You  Handle  The  Business.  We'll  Handle  The  Furniture™ 
Call  today  for  the  Cort  Showroom  near  you;  1-800-Q62-CORT.  Over  75  home  and  office  sh  owrooms  from  coast  to  coast. 

In  Houston,  operated  as  Finger  Furniture  Rental  and  in  Neu-  Orleans,  operated  as  Weiner-Cort  Furniture  Rental. 


"Accutrade 

represents 
real  value  to 
the  investor." 


— Randall  J.  Thompson,  President 

Compare  SERVICE: 

■  Enter  orders  24  hours  a  day* 

■  Fast,  accurate  executions 

■  Timely  confirmations  of  trades 

■  Receive  stock  quotes  24  hours  a  day 

■  SIPC  account  protection 

■  $2.5  million  additional  protection 

■  Brokers  available  to  assist  you 

Compare  PRICE: 

■  3<t  per  share  regardless  of  stock  price 

■  $48  minimum  commission 

■  No  hidden  fees 

■  $5,000  minimum  equity  to  open  account 


® 


1000  shares 
of  a  $20  stock 

2000  shares 
of  a  $20  stock 

Dean  Witter 

$424 

$652 

Merrill  Lynch 

260 

400 

Charles  Schwab 

144 

188 

Waterhouse 

112 

175 

Accutrade 

$48 

$60 

Phone  comparison  done  2/26/93 


For  free,  no-obligation  information,  call  toll-free 

1-800-592-4600 


1822  Douglas  Street  •  Omaha,  Nebraska  68102 

MEMBER  NASD  /  SIPC 

*()rders  executed  during  normal  market  hours.  SIPC  account  protection  is  $500,000  with  5 100,000  lor 
claims  lor  cash.  Accutrade*  is  a  registered  trademark  of  First  National  Brokerage  Services. 

RDJ633 


can  do  so  without  costing  yourself 
unnecessary  taxes.  Get  all  your  securi- 
ties (except  U.S.  savings  bonds)  in 
street  name;  the  last  thing  you  need  is 
for  a  high-priced  estate  lawyer  to  be 
corresponding  with  a  stock  transfer 
agent  over  a  missing  certificate. 
■  Don't  put  too  much  stock  in  inter 
vivos  ("living")  revocable  trusts  as  a 
mechanism  for  avoiding  the  taxes  or 
legal  costs  attendant  on  death.  With 
this  legal  device,  you  transfer  property 
Out  of  your  name  while  retaining 
complete  control  and  ability  to  enjoy 
the  property. 

Revocable  trusts  were  popularized 
years  ago  in  a  layman's  guide  to  avoid- 
ing lawyers  entitled  How  to  Avoid 
Probate.  True,  a  trust  will  keep  your 
assets  out  of  public  view  in  probate 
court.  It  will  also  save  your  heirs  court 
fees — $3,220,  for  example,  on  a  $21 
million  estate  in  Connecticut,  much 
less  in  most  other  states. 

But  will  a  revocable  trust  save  you 
legal  fees?  Quite  the  contrary.  To  set| 
up  the  trust,  you  have  to  transfer  title 
to  your  real  estate  and  other  signifi 
cant  assets  to  a  new  legal  entity,  and 
you  run  up  further  legal  bills  whenev 
er  you  want  to  sell  any  of  the  assets 
Will  the  trust  save  on  federal  estate 
taxes?  Not  at  all.  Your  estate  includes 
any  assets  over  which  you  have  coni 
trol  or  enjoyment  or  the  power  tc 
change  heirs. 

John  Cohan,  a  lawyer  with  Irell  & 
Manella  in  Los  Angeles,  says  thai 
trusts  are  oversold,  particularly  foi 
vounger  testators.  "Don't  use  a  revo 
cable  trust  if  you're  under  50,  utiles 
you're  sick,"  he  says.  One  exceptior 
to  this  rule:  Avoiding  probate  keep: 
the  value  of  your  estate  secret.  Anoth 
er  exception:  if  you  own  real  estate 
(such  as  a  vacation  home)  outside 
your  state  of  residence  and  the  deed  i 
in  your  name  only.  In  that  case,  if  vol 
don't  establish  a  trust,  your  will  mus 
be  probated  in  the  odier  state  as  wel 
as  'your  residence  state.  That  oftei 
means  hiring  two  sets  of  probate  at 
torneys.  However,  if  you  own  th< 
property  jointly  with  your  spouse 
then  that  person  becomes  sole  owne 
at  your  death  without  the  necessity  o 
a  probate  filing;  a  trust  then  would  b 
unnecessary.  Your  co-owner  may  stil 
have  to  pay  death  taxes  on  your  half  o 
the  property;  not  every  state  has  ai 
unlimited  spousal  exemption.  ■ 
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Manhattan  skyline 


Consistent  service  quality  and  far-sighted  strategic 
thinking  are  the  foundations  of  Credit  Suisse's  inter- 
national success.  As  the  oldest  of  Switzerland's 
three  big  banks,  we  are  totally  committed  to  the  solid 
traditional  values  for  which  Swiss  banking  is  famous. 


But  our  activities  extend  far  beyond  Switzerland. 
Credit  Suisse,  in  partnership  with  CS  First  Boston 
Group,  Inc.,  is  one  of  the  world's  premier  financial 
services  groups.  We  operate  effectively  in  every 
market,  offering  expert  service  with  a  global  horizon. 


We  do  more  to  keep  you         at  the  top 


CREDIT  SUISSE 
CS 


Head  Office:  Zurich/Switzerland:  Represented  in  all  major  international  financial  centres.  In  the  USA  and  Canada:  New  York  •  Los  Angeles  •  Atlanta  ■  Chicago  •  Houston  •  Miami  •  Montreal 

San  Francisco  ■  Toronto  •  Vancouver 


MONEY  GUIDE 


Do  you  want  to  leave  your  assets  to  a  bird  colony? 
Or  to  be  buried  in  your  Ferrari?  Okay,  but  just 
make  sure  your  will  doesn't  conflict  with  something 
vague  called  "public  policy." 

Where  there's 
a  will . . . 


By  Laura  Saunders 


Somewhere  in  Illinois  is  an  aging 
gentleman  who,  like  most  people, 
wants  never  to  be  put  in  a  nursing 
home.  So  he  has  set  up  a  trust  that 
leaves  nothing  to  chance:  It  directs 
that  if  he  becomes  incompetent,  he 
will  never,  ever  be  put  into  such  a 
place,  and  that  furthermore,  he  will 
always  be  cared  for  at  his  own  home — 
by  a  female  nurse  under  the  age  of  40. 

Assuming  his  intentions  toward  the 
nurse  are  honorable,  what  he  has 
done  is  perfectly  legal.  So  are  lots  of 
other  paranoid,  bizarre  and  just  plain 
dumb  provisions  in  wills.  One  owner 
of  an  island  off  the  coast  of  New 
England,  for  example,  left  the  entire 
place  in  trust  for  a  colony  of  birds  that 
lived  there,  and  the  will  withstood  a 
challenge  by  heirs.  In  1973  Dr.  David 
Shapira  left  assets  to  his  two  sons  on 
the  condition  that  within  seven  years 
they  marry  Jewish  women  who  had 
two  Jewish  parents.  An  Ohio  court 
upheld  this  restriction. 

Multicultural  the  doctor  was  not, 
but  within  his  right  he  was.  The  broad 
principle  underlying  trust  and  estates 


law  is  that  you  can  do  pretty  much 
anything  you  want.  "After  all,  it's 
your  money,'1  says  Stanley  Johanson, 
a  trust  and  estates  expert  at  the  Uni- 
versity of  Texas  law  school. 

So  broad  is  your  power  that  it's 
easier  to  say  what  you  can't  do  than 
what  you  can.  Even  then,  there  are 
often  ways  to  get  around  the  rules. 

The  first  general  rule  about  will 
provisions  is  that  courts  won't  enforce 
one  that  is  contrary  to  "public  poli- 
cy," a  vague  judge-made  term.  One 
court  threw  out  a  provision  in  which  a 
man  left  bequests  to  some  of  his 
brothers  and  sisters  on  condition  that 
they  not  talk  to  other  siblings. 

Similarly,  a  will  can't  encourage 
divorce  by  saying,  "I  leave  $500,000 
to  my  daughter  if  she  divorces  that 
bum."  But  note  that  it's  fine  to  say,  "I 
leave  $500,000  in  trust  for  my  daugh- 
ter should  she  ever  become  unmar- 
ried and  without  generous  support." 
There  are  no  rules  against  leaving 
assets  to  some  siblings,  or  some  chil- 
dren, but  not  others.  (Except  in  Loui- 
siana, where  the  civil  code  prevents  a 


parent  from  disinheriting  a  child. ) 

The  Shapira  case  mentioned  abov 
and  one  other  demonstrate  the  fine 
line  separating  w  hat  contradicts  pub 
lie  policy  from  what  doesn't.  A  conn 
ruled  that  the  doctor's  restriction  wa: 
enforceable  because  it  left  his  twc 
sons  with  a  w  ide  range  of  choice 
among  Jewish  women.  But  in  1854 
Virginia  court  invalidated  a  provisioi 
in  which  a  girl  stood  to  inherit  only 
she  married  a  Quaker.  Why?  Because 
there  were  only  five  eligible  Quaker 
in  town. 

The  public  policy  rule  leaves  a  testa 
tor  (person  signing  a  will)  free 
discriminate  based  on  race,  religion 
gender  and  ethnicity.  You  are  we 
come  to  leave  money  to  a  Jewis 
temple  or  a  girls'  school;  you  just  can' 
require  the  state  to  administer  it.  I 
the  landmark  case  Pennsylvania  a 
Board  of  Directors  of  City  Trusts,  th 
U.S.  Supreme  Court  invalidated 
provision  in  an  1831  will  limiting 
school  to  poor  white  male  orphans 
because  Stephen  Girard,  who  funded 
the  school,  had  left  management  to 
the  city  of  Philadelphia.  Today  a  do 
nor  could  set  up  such  a  school  private 
ly  but  couldn't  get  a  charitable  deduc 
tion  on  his  estate  tax  return. 

No  court  vets  wills  to  make  sun 
they  adhere  to  public  policy.  Thu 
challenges  claiming  a  violation  conn 
from  two  directions.  One  is  aggrievec 
relatives  who  think  they  should  ge 
the  assets  free  and  clear.  The  other  i 
the  Internal  Revenue  Service.  A  cop 
of  all  wills  and  trusts  must  be  attachec 
to  the  estate  tax  return,  and  expert 
say  the  IRS  denies  charitable  deduc 
tions  unless  the  bequests  are  to  bon 
fide  charities.  So  if  you  leave  money 
a  group  of  radical  tax  protesters,  th 
group  might  get  the  money,  but  you 
estate  won't  get  a  deduction. 

The  second  general  rule,  at  least  ii 
most  states,  is  the  rule  against  perpe 
tuities.  This  common  law  principle 
dating  to  medieval  England,  mean 
that  you  can't  set  up  a  noncharitabl 
trust  that  will  last  forever.  It  can  en 
dure  only  during  the  lifetimes  of  th 
beneficiaries  alive  or  in  gestatio 
when  the  trust  takes  effect,  plus  2 
years.  Several  states  have  adopted 
law  putting  this  term  at  a  flat  90  years 

Idaho  and  Wisconsin,  howevei 
have  done  away  with  the  rule  agains 
perpetuities,  and  Idaho  makes  a  busi 


i 
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ness  of  accommodating  testators  who 
want  to  dodge  the  rule.  Arthur  An- 
dersen expert  Edward  Ahrens,  who  is 
based  in  Boise,  has  helped  set  up  many 
|a  trust  that  is  meant  to  last  forever — 
for  example,  a  $2  million  bequest 
meant  to  provide  college  tuition  for  as 
[many  descendants  as  possible.  The 
Idaho  law  covers  out-of-state  resi- 
dents who  name  at  least  one  Idaho 
trustee. 

Rule  number  three  is  that  you  can't 
leave  money  outright  to  animals. 
'When  people  tell  me  they  want  to 
eave  their  money  to  Socks  the  cat,  I 
;ay  Tine,  but  how  is  he  going  to 
deposit  it  in  the  bank?'  "  says 
Grant  Thornton  trust  lawyer 
Sandra  Ciullo. 

But  you  are  welcome  to  draw  / 
hp  a  trust  administered  by  a  ' 
person  on  behalf  of  the  animals.  j& 
Mew   York   City  CPA   Stuart  / 
Kessler  has  a  client  who  plans  to  I 
leave  $1 -million-plus  in  trust  \ 
j  or  the  benefit  of  Arabian  horses  ^ 
find  dogs.  And  Ciullo  has  writ- 
Jen  into  her  own  will  and  her 
husband's  a  provision  directing 
the  executor  to  buy  a  bond  pro- 
riding  enough  income  to  take 
!  are  of  their  pets  for  life. 
I  Finally,  you  can't  break  a  host 
|)f  state  and  local  laws  concern- 
lag  death  and  burial.  One  Cen- 
jjury  City,  Calif,  lawyer  remem- 
bers a  client  who  directed  that 
ihe  be  buried  in  her  Ferrari  in  a 
i  ink  negligee.  If  she  was  buried 
!i  a  casket,  said  the  will,  her 
jrother  wouldn't  inherit  her 
pnsiderable  estate. 
|  But  California  law  requires  burial  in 
j  casket.  So  the  lawyers,  being  law- 
yers, devised  a  scheme:  They  had  a 
jiant  box  akin  to  an  orange  crate  built 
pr  the  car  that  did  not  meet  the 
jictionary  definition  of  a  casket  but 
lid  satisfy  California  law.  The  brother 
iot  his  money,  minus  hefty  fees  for 
-he  lawyers  and  the  carpenters. 

More  common  provisions  include 
laving  money  only  to  lineal  descen- 
dants, so  that  assets  don't  depart  in  a 
jivorce.  And  spouses  often  choose 
Jpt  to  share  wealth  with  a  partner's 
jibsequent  spouse.  Another  big  deci- 
i  on  is  whether  to  leave  money  to  all 
tl^andchildrcn  equally,  or  per  stir- 
■fes — in  which  case  your  daughter's 
'we  child  would  get  50%  of  whatever 


there  is,  and  your  son's  five  children 
would  each  get  10%. 

Common  sense  dictates  that  par- 
ents usually  don't  want  children  to  get 
at  principal  until  they  are  old  enough 
to  handle  it  responsibly — although 
few  would  agree  with  a  lady  in  Texas 
whose  trust  puts  the  proper  age  at  55. 
And  a  woman  with  considerable 
wealth  of  her  own  might  not  want  it 
to  go  to  her  husband's  second  wife  if 
he  remarries  after  her  death.  Second 
marriages  often  present  many  knotty 
problems  involving  children  and 
stepchildren. 


It's  usually  a  bad  idea  to  spell  out 
investment  restrictions  in  a  will. 
Times  change.  Lackluster  perfor- 
mance over  the  past  few  years  has 
taught  some  clients  of  Grant  Thorn- 
ton's Ciullo  a  lesson:  "Several  have 
come  back  and  had  me  change  their 
trusts  so  that  money  can  be  invested  in 
something  besides  money  market 
funds."  But  you  can  address  a  sepa- 
rate advisory  letter  to  your  heirs,  exec- 
utor or  trustee,  recommending,  for 
example,  that  they  use  low-cost  Van- 
guard funds  rather  than  high-cost 
money  managers. 

Pay  a  lot  of  attention  to  the  selec- 
tion of  a  trustee.  Don't  put  your  heirs 
at  the  mercy  of  what  may  become, 
someday,  an  incompetent  or  fee- 
gouging  institution.  You  might,  for 


example,  name  a  bank  as  trustee,  but 
give  your  beneficiaries,  acting  with 
the  consent  of  a  third  party  (such  as  an 
uninvolved  relative),  the  power  to 
substitute  another  bank.  Caution:  If 
you  put  too  much  power  in  the  bene- 
ficiaries' hands,  you  may  defeat  the  tax- 
advantages  of  the  trust. 

What  about  distributions?  Most 
people  merely  tie  them  to  children's 
ages,  say  25  or  30.  Or,  if  children  are 
young,  a  trust  may  specify  that  the 
money  be  spent  on  the  children  as  a 
unit  until  they  grow  up;  this  recog- 
nizes that  one  may  need  braces,  and 
another  not.  But  Arthur  Ander- 
sen CPA  Kenneth  Anderson  re- 
v       cently  saw  a  trust  that  tied 
1      payouts  to  the  level  of  educa- 
£      tion  of  the  heirs:  one  amount 
A    for  a  high  school  degree,  more 
J    for  college,  more  for  a  master's, 
<.      and  so  on. 
\        Another  provision  popular 
if     for  a  time,  says  Houston  lawyer 
y      Thomas  Eubank,  involved  cre- 
ating incentives  that  encourage 
heirs  to  succeed  on  their  own. 
The  provision  allows  distribu- 
tions of  income  equal  to  the 
amount  of  earned  income  the 
heir  reports  on  his  or  her  1040. 
But  don't  be  too  rigid.  Ciullo 
remembers  one  case  in  which 
money  was  left  in  a  trust  for 
education,  which  was  carefully 
defined  in  order  to  keep  the 
beneficiary  from  going  to  mas- 
sage school  or  some  such.  Trou- 
ble was,  the  heir  had  very  little 
academic  talent  but  a  clear  gift 
for  woodworking.  "He  finally  did  get 
to  go  to  woodworking  school,"  says 
Ciullo,  "but  we  had  to  go  to  court  to 
get  the  will  changed,  and  it  was  ex- 
tremely expensive." 

You'll  probably  need  help  from  an 
attorney,  but  don't  count  on  him  or 
her  to  think  of  everything.  Before 
visiting  your  attorney,  skim  through 
one  of  the  layman's  books  on  wills; 
the  exercise  will  force  you  to  think 
about  such  issues  as  guardianships, 
money  management,  taxes  and  the 
practicality  of  onerous  rules  imposed 
on  heirs.  Among  the  better  horn- 
books: The  Complete  Book  of  Wills  and 
Estates,  by  Alexander  A.  Bove  Jr.,  and 
The  Complete  Estate  Planning  Guide, 
by  Robert  Brosterman  and  Kathleen 
Adams.  H 
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MONEY  GUIDE 


Are  your  retirement  assets  safe  from  creditors? 
An  ex-spouse?  The  IRS?  Here's  how  to  protect  them. 

Bombproofing 
your 


IRA 


By  Carolyn  T.  Geer 

David  Hurwitz,  who.owned  a  print 
ing  business  in  New  York,  was  mar- 
ried three  times.  In  1988,  as  part  of 
the  divorce  settlement  with  his  sec- 
ond wife,  Hurwitz  named  his  son 
from  his  first  marriage  as  beneficiary 
of  his  profit-sharing  plan.  Then  he 
married  his  third  wife,  each  signing  a 
prenuptial  agreement  relinquishing 
all  rights  to  the  other's  as- 
sets. Nine  months  later, 
Hurwitz  died. 

Who  was  awarded  the 
six-figure  account?  The 
third  wife. 

In  case  you  didn't  know 
it,  your  retirement  ac- 
count— Keogh,  ira  or 
401  (k)  thrift  account,  for 
instance — is  a  strange  ani- 
mal. Quirky  rules  govern 
who  can  get  his  mitts  on  it. 
[f  you're  unaw  are  of  them, 
like  most  people,  you  or 
your  heirs  could  be  in  for 
some  unpleasant  surprises. 

First  rule:  A  spouse  gen- 
erally has  automatic  rights 
to     non-IRA  retirement 
money  left  behind  when  a 
participant      dies.  The 
spouse  can  waive  these  rights,  but  a 
U.S.  appeals  court  ruled  in  December 
that  the  prenuptial  agreement  signed 
by  Hurwitz's  third  wife  didn't  count. 
The  court  said  that  a  proper  waiver 
must  specify  that  the  spouse  is  giving 
up  his  or  her  pension  rights  and  name 
the  alternate  beneficiary.  The  court 
reserved  judgment  on  whether  or  not 
such  a  waiver  could  be  signed  before 
marriage. 

The  spousal  rules  apply  even  to 
divorced  or  estranged  mates.  Jona- 
than Dubitzky,  a  tax  attorney  in  Bos 
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ton,  tells  of  one  man  who  named  his 
son  the  beneficiary  of  his  employer- 
sponsored  profit-sharing  plan.  After 
the  father  died,  a  Georgia  woman 
came  forward  claiming  to  be  his  wife. 
The  two  had  been  married  and  sepa- 
rated but  never  divorced.  The  wife 
had  never  waived  her  rights  to  her 
husband's  retirement  plan,  so  she 


pocketed  the  whole  $40,000. 

Even  if  you  do  divorce,  your  ex- 
spouse  could  still  lay  claim  to  401  (k), 
Keogh  and  retirement  plan  assets  if 
you  aren't  careful  with  the  paper- 
work. Unlike  a  will,  which  in  most 
states  is  automatically  revoked  if  you 
divorce,  the  retirement  plan  docu- 
ments maintained  for  you  by  your 
employer  remain  in  force.  And  they 
can't  be  overridden  by  a  new  will, 
either.  You  can  name  a  new  beneficia- 
ry in  the  documents  without  your 
spouse's  approval  after  you  divorce, 


but  not  before. 

One  man  who  was  divorcing  hi 
wife  designated  his  brother  as  his  nev 
death  beneficiary.  But  the  newdesig 
nation  was  made  before  the  divorq 
was  final,  and  the  ex-wife  never  con 
sented  to  the  change.  So  she  got  tin 
money  after  all. 

If  you  want  to  prevent  your  spouse 
to-be  from  getting  access  to  you 
plan  assets,  you  might  have  him  o 
her  agree  in  a  prenuptial  contract  tl 
waive  all  rights  to  the  account  aftu 
the  marriage  takes  place.  After  thj 
marriage,  get  that  waiver  signed.  I 
your  loved  one  refuses  to  cooperate 
you  have  a  very  messv  situation  o: 
your  hands. 

Alternative  to  a  waiver,  if  you  an 
leaving  your  job  or  retiring:  Roll  you 
account  into  an  ira,  since  these  spoil 
sal  rules  don't  apply  to  IRAs. 

But  here  you  face  yet  another  di 
lemma:  Depending  on  the  state  vo 
live  in,  IRAs  can  be  more  exposed  t 
attack  from  creditors  tha 
other  retirement  assets  arc 
A  1992  Supreme  Court  do 
cision  held  that  retiremer 
assets  are  safe  from  cred' 
tors — but  the  decision  doc 
not  apply  to  IRAs.  The  law  j 
unclear,  and  it  is  not  certai 
that  IRAs  are  protected,  sa\ 
Alan  Nadel,  director  ( 
benefits  consulting  at  Aj 
thur  Andersen  in  Nei 
York. 

Because  of  the  risk  froi 
creditors,  Nadel  often  ac 
vises  workers  to  keep  asse 
in  a  401(k)  or  other  p]d 
\  rather  than  roll  them  intj 

an  ira,  when  they  have! 
choice.  But  make  sure  tl 
plan  is  indeed  subject  t 
Erisa,  the  federal  law  goi 
erning  employee  benefit  plans.  Pre 
Lane  Ir.,  a  dentist  in  New  York,  ha 
nearly  $400,000  in  two  Keogh  pla 
accounts  when  he  tiled  for  person 
bankruptcy  in  1991.  Earlier  this  yea 
a  U.S.  bankruptcy  court  ruled  tl 
money  was  not  protected  from  hi 
creditors  because  the  Keoghs  did  nc 
qualify  as  Erisa  plans.  The  problen 
Lane  failed  to  make  the  necessai 
minimum  contributions  for  his  era 
ployees,  so  the  court  agreed  with  tl 
bankruptcy  trustee  that  the  plans  we 
"mere  bank  accounts  masqueradir 
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Whaf  s  really  holding  your  company  back? 


You'll  find  out  when  you  discover  your  real 
iisiness  problems — the  ones  hidden  in  your 
"deriving  business  practices. 

And  that's  where  our  proprietary  knowledge 
iise  of  global  Best  Practices  can  help. 

In  our  trained  hands,  it  lets  us  compare 
>ur  operating  practices  to  the  best  in  the  business 
:orld — within  your  own  industry  and  across 
'e  board. 

So  we  can  gain  insight  into  what's  slowing 
>u  down.  And  roll  out  more  creative  ways  to  help 
!>u  re-engineer  your  operations. 

It's  designed  to  be  the  most  thought-provok- 
g  resource  of  its  kind.  Driven  by  an  advanced 
•plication  of  CD-ROM  technology.  Updated 


throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge  base 
or  receive  a  free  brochure,  call  1-800-445-5556, 
today.  And  find  out  how  we  can  help  you  make 


lasting  progress — on  paper  and  in  practice. 


Best  Practices 
Putting  insight 
into  practice 


SM 


Arthur  ■ 
Andersen 
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Arthur  Andersen  &  Co,  SC 


THE  PENINSULA 

NEW  YORK 


THE  PENINSULA 

BEVERLY  HILLS 


3d-  FIFTH  AVENUE  AT  55th  STREET  •  NEW  YORK  •  (212)  247-2200  •  (800)  262-9467 

9882  LITTLE  SANTA  MONICA  BLVD   I  AT  WILSHIREI  •  BEVERLY  HILLS  •  (310)  551-2888  •  18001  462-7899 


TO  RETIRE  COMFORTABLY, 
PLAN  SERIOUSLY 


n  ; 


The  T.  Rowe  Price  Retirement  Planning  Kit  lot  PCs.  Whether  you're 
10,  20,  or  30  years  from  retirement,  planning  a  financially  secure  future  is 
a  serious  challenge.  T.  Rowe  Price  can  help,  with  the  PC 
version  of  our  highly  acclaimed  Retirement  Planning 
Kit.  This  easy-to-install  software,  now  available  in 
Release  1.1,  will  do  all  the  "number  crunching"  for  you 
and  can  help  you  automatically  calculate  the  total 
capital  you'll  need  in  retirement — based  on  your 
current  and  projected  financial  situation  and  on  the 
amount  you'll  have  to  save  each  year  to  achieve  that  goal. 
A  powerful  tool  for  retirement  planning.  Like  the  original  kit,  the 
PC  version  is  the  serious  tool  you  need  to  help  plan  for  a  comfortable 
retirement.  The  kit  is  priced  at  $15. 

To  order  your  Retirement  Planning  Kit  for  PCs,  call 
1-800-541-1472 


Invest  With  Confiden 

T.RoweRrice 


RDISK018607 


Specifications:  Any  IBM  or  IBM-compatible  PC  with  at  least  512K  RAM  and  DOS/MS-DOS  2.1  or 
higher  (with  CGA  or  CGA-compatible  graphics  card).  If  using  DOS  4.01,  640K  RAM  required. 
To  order  the  kit,  send  your  $15  check,  payable  to  TRP  Distribution,  Inc.,  to  T.  Rowe  Price, 
P.O.  Box  15098,  Worcester,  MA  01615-9885.  (CA  residents  add  7.25%  sales  tax;  MA  and  MD  add 

5%.)  Please  allow  four  to  six  weeks  for  delivery.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


under  the  name  'Keogh.' " 

Sometimes  plans  that  don't  qualm 
under  Erisa — and  therefore  aren' 
protected  from  creditors  by  federal 
law — are  protected  under  state  law 
notes  Michael  Nassau,  president  o| 
the  New  York  chapter  of  WEB,  a  na 
tional  group  of  employee  benefit] 
professionals.  For  example,  iras  an 
safe  from  creditors  in  Massachusetts) 
Florida  and  Pennsylvania.  New  Yor) 
protects  iras  created  with  funds  rollec 
over  from  qualified  plans.  Dr.  Lane) 
the  New  York  dentist,  had  $27,500  it 
an  ira — but,  alas,  it  wasn't  the  resuli 
of  a  rollover  f  rom  any  Erisa-  type  plan 
So  the  bankruptcy  trustee  grabbed  i 
along  with  his  would-be  Keoghs. 

Despite  your  best  efforts,  there1 


Your  retirement 
account — Keogh,  IRA, 
401(k)  thrift  account — 
is  a  strange  animal. 
Quirky  rules  govern  who 
can  get  his  mitts  on  it. 
If  you're  unaware  of 
them,  you  or  your  heirs 
could  be  in  for  some 
unpleasant  surprises. 


one  creditor  you  may  not  be  able  t< 
escape.  "You  can  divide  creditors  int< 
two  classes:  everybody  else  and  th 
IRS,"  says  Kyle  Brown,  a  benefits  con 
sultant  with  the  Wyatt  Co.  Tax  debt! 
for  example,  generally  can't  be  wipe 
out  in  bankruptcy.  The  Internal  Reve 
nue  Service  has  been  known  to  seiz 
Erisa  assets  of  people  who  owed  ta 
debts.  The  Supreme  Court  decisio 
probably  doesn't  protect  you  here. 

Then,  there's  Alan  Nadel's  client- 
a  fellow  CPA — who  was  a  partner  in 
venture  that  went  bankrupt,  leavin 
him  personally  liable  with  debts  ex 
ceeding  his  net  worth.  When  his  per 
sion  plan  terminated,  this  fellow  ha 
the  option  to  roll  the  money  into  ai 
ira.  He  declined  to  do  so,  because  h 
felt  there  was  a  reasonable  chanc 
creditors  would  be  able  to  get  at  it.  Sc 
even  though  he  was  under  59V2  yeai 
old,  he  paid  the  penalty  tax  for  earl 
withdrawal  and  spent  what  was  left  o 
such  goodies  as  a  vacation  and  a  ne' 
car.  Better  he  spend  the  money,  h 
figured,  than  his  creditors  get  d 
spend  it.  ■ 
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In  Massachusetts  Our  Business 

Philosophy  Is  Simple. 
If  ISou're  Not  First,  You're  Last. 


Ever  since  the  Pilgrims  established 
JYlassachu setts  as  the  first  business 

center  of  the  New  World,  we've 
had  a  reputation  for  get- 
m  ting  business  ideas  and 
products  to  market  first. 

The  first  telephone. 
The  first  computer.  The 
first  use  of  anesthesia. 
The  first  pacemaker. 
These  ventures 
are  all  part 
of  our 


Reebok 


_J 

AIassachusetts 
has  always 
been  home  to 
champions  in 
the  footwear 
industry. 


rich 
business 
history. 
Along  the  way, 
we've  helped  launch 
entire  industries.  The 
biotechnology, 
computer,  plastics 
and  telecommunications 
revolu- 
tions got  their  start  in 
Massachusetts.  But 
then,  these  are  results 
you'd  expect  from  a 
state  with  the  most 


educated  workforce  in  the  nation. 

Our  government  officials  are  smart, 
too.  They  recently  passed  a  bill  to  give 
our  state  the  high-  _  est  R&D 

tax  credit  in 
the  nation. 
They 


also 
passed  an 
investment 


incentive  program. 
In  addition,  they've 
balanced  three  budgets 
in  succession,  all 
without  raising  taxes. 

For  details  on  the  investment  in- 
centives available  to  your  venture,  call 
the  Massachusetts  Office  of  Business 
Development,  1-80O5-CAPITAL  and 


A  MASSACHUSETTS 
COMPANY  WAS  THE 
FIRST  BIOTECH 
COMPANY  TO  GET 
FDA  APPROVAL 
ON  A  NOVEL 
GENETICALLY 
ENGINEERED 
BIOTHERAPEUTIC 
DRUG. 


Gillette 
(inventor  of  the 

first  sajfety 
razor)  introduced 
the  sensor® 
shaving  system 

IN   1990.     IT  WAS 
ONE  OF  THE  MOST 
SUCCESSFUL  NEW 
PRODUCT  LAUNCHES 
IN  HISTORY. 


PictureTel  is 
leading  the  videotele- 
confer  encing  boom 
from  its  corporate 
headquarters 
in  danvers. 


ask  to  speak  with  one  of  our  Develop- 
ment Ooordinators.  But  do  it  now. 
Before  your  competition  does  it  first. 


MAS  SAC  H  U  S  E  T  T  S 


Th e  Venture  Capital' 


y 


v 


VERYONE  IN  YOUR  CASTLE. 


can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the  employer. 
Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And  annuities  to 
help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle.  From 
Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 


f/ortii 


SOLID  ANSWERS  FOR  A  CHANGING  WORLD 


For  more  information,  call  your  independent  agent, 
broker  or  financial  consultant,  or  call  1-800-377-7282. 


MONEY  GUIDE 


Even  if  you  are  saving  faithfully  for  your  retirement, 
you're  probably  not  saving  nearly  enough. 

Where's  vour 


$1.25  million? 


By  Dana  Wechsler  Linden 

Brian  SCHAEFER,  a  consultant  in  Palo 
Alto,  Calif,  on  401  (k)  plans,  says  he 
often  feels  like  Paul  Revere.  ctI  go 
from  company  to  company,  ringing  a 
bell  and  warning,  'Retirement's  com- 
ing! Retirement's  coming!'  " 

Today's  patriots  had  better  hear- 
ken to  a  new  revolution,  the  revolu- 
tion in  pension  funding.  The  par- 
ents of  the  baby  boomers,  today's 
retirees,  are  fortunate  enough  to 
receive  more  than  half  of  their 
retirement  income  from  defined 
benefit  pension  plans  and  Social 
Security. 

The  baby  boomers  may  be  less 
lucky.  Some  60,000  traditional  pen- 
sion plans  closed  in  the  past  decade, 
many  replaced  by  401  (k)  plans  that 
rely  on  voluntary  employee  contribu- 
tions. And  Social  Security  seems  des- 
tined to  turn  ever  more  redistribu- 
tionist.  It  will  become  less  a  right 
guaranteed  to  every  American  and 
more  a  government  charity  for  the 
indigent. 

So  tomorrow's  upper-income  retir- 
ees will  be  living  off  their  own  savings 
almost  entirely,  and  for  most  people 
those  savings  are  distressingly  scant. 

Listen  to  Dennis  Hess,  head  of 
diversified  financial  services  and  re- 
tirement planning  for  PaineWebber: 
"The  myth  is,  they'll  be  okay.  That's 
what  they  think.  Generally  they're  not 
even  50%  okay.  [Then  they]  wake  up 
at  40  or  45  and  panic." 

How  much  should  you  be  saving 
now  to  ensure  a  comfortable  retire- 
ment? Depends  on  what  you  expect  of 
life  after  retirement.  As  a  rule  of 
thumb,  you  should  figure  on  spend- 
ing in  retirement  something  like  75% 
of  what  you  spent  (after  deducting 
taxes  and  savings)  during  your  work- 


ing days.  You  will,  of  course,  be 
spending  less  on  commutation  and 
dry  cleaning,  significantly  more  per 
haps  only  on  medical  care.  But  keep  in 
mind  that  if  you  have  grandiose  plans 
for  your  retirement — say,  world  trav 
el — then  100%  is  a  fairer  ratio. 

Let's  run  some  numbers.  Say 
you're  40  years  old  and  earning 
$120,000  a  year.  How  much  of  that 
are  you  saving?  If  you  are  saving  less 
than  $25,000,  you  are  heading  for 
retirement  trouble.  But  saving  that 
much  can  be  tough:  It  means  that, 
after  taxes,  you  will  have  to  get  by  on 
$60,000  a  vear  today — for  food, 
mortgage  payments,  property  taxes, 
education,  entertainment,  the  works. 
To  maintain  a  roughly  equivalent 
standard  after  retiring,  according  to 
our  rule  of  thumb,  you  are  going  to 
want  $45,000  a  year  aftertax. 

Where  do  we  get  that  $25,000 
figure  for  required  savings?  To  sim- 
plify matters,  we  will  do  all  the 
calculations  in  constant  1993  dol- 
lars. That  means  we  can,  for  the 
moment,  ignore  inflation.  But  we 
will  have  to  scale  back  expected 
investment  returns  to  strip  out  the 
inflation  component. 


Next,  assume  your  salary  just  keeps 
up  with  inflation  over  the  next  quarter 
century — that  is,  it  stays  constant  in 
real  terms. 

How  much  are  you  going  to  need 
pretax?  That  depends  on  future  tax 
rates.  Rates  are  climbing  these  days 
and  deficits  are  still  rising,  so  we'll 
figure  you  will  need  $80,000  before 
state  and  federal  income  taxes. 

l  et's  be  optimistic  and  assume  So- 
cial Security  will  kick  in  $10,000  and  a 
pension  plan  another  $20,000.  That 
leaves  you  vyifh  a  shortfall  of  $50,000 
a  year,  all  of  w  hich  has  to  come  from 
income  on  your  savings. 

Suppose  that  you  want  your  savings 
pot  to  last  forever — no  dipping  into 
capital.  Your  stocks  and  bonds  will 
deliver  a  total  real  return  of  perhaps 
4%,  w  hich  corresponds  to  a  balanced 
fund  that  can  average  8%  a  year  in 
dividends  and  capital  gains  during  a 
rime  of  4%  inflation. 

So  how  much  principal  will  you 
need?  Are  you  sitting  down? 
You'll  need  a  retirement  kitty  of) 
SI. 25  million — in  today's  dol 
lars.  Again,  counting  on  a  4%  rea 
return,  and  assuming  that  you  wil 
have  built  up  $175,000  of  home  equi 
ty  from  all  those  years  of  mortgage 
payments,  you  will  need  to  put  aside 
$25,000  a  year  of  savings — more  tharu 
a  fifth  of  your  salary. 

Don't  panic  or  assume  you  wil 
have  to  dip  into  hard-saved  capital 
Here's  how  PaineWebber's  Hess  rec- 
ommends you  get  there  from  here 
First,  if  your  employer  offers  a  401(k) 
plan,  sign  up  for  the  maximum  al 
low  able  contribution  from  your  pre- 
tax paycheck,  about  $9,000  this  year. 
It  will  compound  tax  free  until  with 
drawal,  as  will  your  employer's 
matching  contribution,  which  you 
can  also  count  toward  the  $25,000 
goal.  The  balance  of  your  savings  will 
take  the  form  of  nondeductible  addi- 
tions to  mutual  funds  or  the  like. 

Inside  the  shelter  of  an  IRA  or  thrift 
plan,  you  should  be  able  to  earn  a  real 
4%  easily.  Outside  the  shelter,  it's  go 
ing  to  be  hard.  To  give  you  an  idea: 
Money  invested  in  long-term  tax-free 
bonds  yields  a  nominal  5V2%  or  so,  nol 
even  2%  after  inflation. 

So  don't  give  up  the  tight,  bul 
resign  yourself  to  a  tighter  currenl 
standard  of  living  than  vou  woulq 
like.  I 
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AT  TOYOTA  we  believe  in  the  importance  of  investing  in  the  economies  where  we  do  business. 
That's  why  we've  invested  over  $5  billion  in  our  operations  here  in  America.  That's  why  since  1988 
we've  increased  our  purchasing  of  U.S.  made  parts  by  357%  to  over  $4  billion  per  year.  And  that's 
why  almost  half  the  Toyota  passenger  cars  sold  in  America  are  manufactured  right  here  in 
Kentucky  and  California.  INVESTING  IN  THE  THINGS  WE  ALL  CARE  ABOUT.  TOYOTA 

For  information  on  Toyota  in  America  write  Toyota  Motor  Corporate  Services,   9  West  57th  Street.  Suite  4900,  New  York,  NY  10019. 
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Worried  about  inflation?  If  you've  got  cash, 
patience  and  a  green  thumb,  investing 
in  raw  land  can  be  very  profitable. 

The  ultimate 
inflation  hedge 


By  Seth  Lubove 

Old-timers  say  this  about  raw  land  as 
an  investment:  It's  a  better  place  to 
bury  your  coffin  than  your  money. 

Such  skepticism  notwithstanding, 
raw  land  can  be  a  wonderful  invest- 
ment. But  picking  the  right  land  at  the 
right  price  is  a  lot  tougher  than  pick- 
ing a  stock  or  a  mutual  fund. 

Consider  a  sampling  of  the  land 
mines  awaiting  investors:  Mortgage 
officers  won't  touch  raw  land;  re- 
turns, if  any,  could  be  decades  away; 
an  endless  tangle  of  state  and  local 
zoning  rules  restrict  how  the  land  can 
be  used;  if  the  land  has  ever  harbored 
dangerous  chemicals,  you  could  be 
walking  into  an  open-ended  liability; 
you  get  no  deductions  for  deprecia- 
tion and,  unless  the  land  is  farmland, 
you  get  no  cash  flow. 

If  that  isn't  enough,  note  that  gov- 
ernment has  developed  in  recent  years 
two  new  ways  to  confiscate  property, 
with  no  compensation  to  the  owner. 
All  it  has  to  do  is  find  some  wet  spot  or 
endangered  species  on  the  property  in 
order  to  turn  it  into  a  protected  wet- 
land or  de  facto  wildlife  preserve. 

And  here's  a  sobering  statistic: 
Among  all  types  of  real  estate,  unde- 
veloped land  plunged  the  most  in 
value  between  1991  and  1992 
( 19.5% )  and  is  expected  by  the  econo- 
mists at  Equitable  Life  to  have  the 
second -biggest  loss  this  year  (6.5%). 

Grant  all  that.  But  it's  also  true  that 
high  risk  means  high  reward,  and 
investing  in  land  can  pay  off  if  you 
know  what  you're  getting  into.  And 
it's  also  one  very  good  inflation  hedge 
for  people  holding  for  a  long  time. 
TCW  Realty  Advisors,  a  Los  Angeles 
pension  adviser,  has  invested  about 
$200  million  of  its  clients'  cash  in 


commercially  zoned  land  over  the 
past  five  years.  "I  think  lots  of  money 
will  be  made  in  land,  but  it's  treacher- 
ous," says  Roger  Schultz,  a  lew  se- 
nior partner  responsible  for  the  firm's 
land  investments. 

To  understand  just  how  profitable 
land  can  be,  settle  into  the  passenger 
seat  of  Maury  Carter's  1991  Jeep 
Wagoneer  and  take  a  spin  around 
Orlando,  Fla.  as  Carter  and  his  son, 
Daryl,  boast  of  their  big  scores  in  30 
years  of  land  investing.  Lip  ahead  on 
State  Road  15  are  7,000  acres  Carter 
and  his  investment  group  bought  for 
$5  million  in  1978.  The  day  of  the 
closing,  he  flipped  160  acres  over  to 
the  Greater  Orlando  Aviation  Au- 
thority for  $250,000.  Five  years  later 
he  sold  6,414  acres  to  a  British  coun- 
try club  developer  for  $30  million.  He 
sold  the  remaining  426  acres  in  1985 
to  a  developer  for  $5.1  million,  or 
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ore  than  the  original  purchase  price 
It  the  entire  site.  Total  profit:  $30.4 
:  illion. 

,  Over  on  the  right  are  474  acres 
jarter  bought  in  1983  for  $1 .6  mil- 
pn.  A  year  and  a  half  later,  he  says,  he 

'Id  the  property  to  William  Jovano- 
jchof  Harcourt  Brace  Jovanovich  for 
1.5  million,  for  a  $2.9  million  profit. 

What's  the  secret  of  success  in  this 

cky  business?  Carter,  60,  has  an 
pcanny  knack  for  buying  into  the 

ith  of  growth.  That's  the  key,  but 
js  not  easy  to  find  the  right  lock.  If  it 
^re  easy,  the  federal  bank  liquidators 
buldn't  be  trying  to  unload  $16 

llion  worth  of  the  stuff. 

Carter's  first  deal  was  in  1963, 
|ien  he  and  his  brother-in-law 
(raped  together  the  money  to  buy  40 


acres  situated  southwest  of  Orlando 
for  $  1 ,000  an  acre.  Within  a  year  they 
made  most  of  their  money  back  by 
selling  citrus  from  some  orange 
groves  that  came  with  the  property,  as 
well  as  from  selling  fill  dirt  for  the 
construction  of  a  nearby  highway. 

Carter — and  the  rest  of  Orlando — 
really  hit  pay  dirt  a  year  later  when 
Walt  Disney  bought  30,000  acres  3 
miles  away  for  Walt  Disney  World, 
instantly  tripling  the  value  of  Carter's 
property. 

Did  Carter  know  Disney  was  com- 
ing? No,  but  he  figured  somebody 
would.  "I  thought  it  was  a  good 
investment  with  or  without  Disney," 
says  Carter,  underscoring  one  of  the 
basic  lessons  of  land  investing:  Find 
some  other  way  of  getting  a  return 


i  from  the  land  until  it  can  be  sold.  "We 
°°  try  to  get  as  much  income  off  of  a 
piece  of  land  until  it  has  some  higher- 
priced  use." 

Carter  has  often  recouped  the  cost 
of  his  investment  with  citrus,  timber, 
hunting  and  fishing  rights,  sod,  hay 
and  the  fill  dirt  that  is  necessary  to 
build  roads  in  Florida,  with  its  high 
water  table .  When  he  digs  out  the  dirt, 
which  fetches  25  cents  to  50  cents  a 
cubic  yard,  he  creates  little  lakes — 
nice  amenities  for  residential  develop- 
ment that  boost  the  value  of  the  land. 
Using  the  land  for  agriculture  creates 
another  significant  benefit:  as  much  as 
an  80%  exemption  from  local  proper- 
ty taxes. 

So,  there's  a  lesson:  Speculating  in 
land  is  not  for  your  passive  investor. 

Here's  another  lesson:  Don't  spec- 
ulate on  borrowed  money  as  you 
would  with  developed  real  estate. 
Even  if  you  sell  some  of  the  dirt,  the 
raw  land  is  unlikely  to  produce 
enough  cash  to  sendee  debt;  you 
could  go  broke  waiting  for  the 
growth . 

Carter  pays  cash,  partly  out  of  ne- 
cessity, since  it  is  almost  impossible  to 
get  financing  on  raw  land,  and  partly 
for  a  strategic  reason:  All-cash  deals 
close  more  quickly  and  with  fewer 
contingencies,  so  sellers  are  willing  to 
take  a  lower  price.  In  the  7,000-acre 
deal  on  State  Road  15,  for  instance, 
Carter  was  competing  against  a  bid 
that  was  $2  million  higher  than  his. 
But  the  competing  buyer  wanted  the 
seller  to  take  some  of  the  purchase 
price  in  the  form  of  an  iou. 

Environmentalists  and  developers 
don't  generally  get  along.  Carter 
turns  this  antagonism  to  his  advan- 
tage. He  maps  out  entire  residential 
and  commercial  developments  on  the 
property,  spending  the  $500,000  to 
$3  million  it  now  costs  to  secure  local 
and  state  approvals.  But  the  very  diffi- 
culty of  subdividing  makes  subdi- 
vided property  more  valuable. 

Carter  has  even  made  money  sell- 
ing land  to  the  state  for  parks  and 
nature  preserves.  The  Carters  once 
owned  6,092  acres  on  the  Wekiva 
River  north  of  Orlando  that  they  were 
going  to  use  for  residential  develop- 
ment. The  state  wanted  to  preserve 
the  land,  today  called  Seminole  State 
Forest,  and  paid  Carter  $21 .4  million 
in  1 990  for  property  that  had  cost  him 


•rbes  ■  June  21,  1993 


179 


MONEY  GUIDE 


Ross  McClintock,  an  Equitable  investment  manager,  at  California  almond  orchard 
Better  than  bonds. 


$9  million  between  1981  and  1986. 

Suppose  you  need  an  inflation 
hedge  and  can  afford  to  tie  up  some  of 
your  money  in  a  very  illiquid,  long- 
term  asset.  Land  might  be  an  appro- 
priate holding  for  a  chunk  of  your 
investment  portfolio.  Here  are  three 
ways  to  go  about  investing. 

Method  I  is  to  buy  parcels  purely 
for  their  development  potential.  Do 
this  close  to  home — where  you  live  or 
have  a  second  home,  know  the  zoning 
codes  and  how  they  have  evolved  in 
recent  years,  and  have  some  sense  of 
the  path  of  development.  In  the  mid- 
1970s  Carter  looked  at  a  map  of 
central  Florida  and  saw  that  Orlan- 
do's southeast  quadrant,  the  location 
of  the  airport  today,  was  still  underde- 
veloped compared  with  the  rest  of  the 
area.  That  was  the  foundation  of  his 
subsequent  strategy.  Orlando's  air- 
port has  grown  taster  than  any  other 
in  the  country. 

Keep  in  mind  that  getting  an  accu- 
rate sense  of  a  fair  market  value  for  raw 
land  is  very  difficult.  Land  in  rural 
areas  changes  hands  infrequently, 
meaning  comparable  sales  are  hard  to 
come  by.  The  Carters  say  they've 
gotten  separate  appraisals  on  the  same 
piece  of  property  at  the  same  time  that 
differed  by  a  factor  of  two. 

Should  you  consider  land  being 
offered  in  a  distress  sale?  Warily.  Says 


Maury  Carter,  who  gets  his  properties 
by  being  plugged  into  the  local  real 
estate  grapevine,  "We  question  when 
a  bank  has  a  property  for  sale.  Most  of 
the  time  there's  a  problem,  because 
the  bank  wouldn't  have  it  otherwise." 

Method  II  is  to  go  farther  from  the 
cities  in  search  of  farmland.  It  may  lie 
in  the  path  of  development  ten  years 
out.  In  the  meantime  you  become  a 
farm  landlord.  You  have  to  find  a 
tenant  farmer — who  could  be  the 
farmer  who  sold  you  the  land  in  a  sale- 
leaseback  transaction.  But  get  a  large 
enough  parcel  that  plenty  of  other 
farmers  in  the  area  would  be  interest- 
ed in  bidding  for  the  right  to  work  the 
land.  How  large  a  parcel  would  that 
be?  For  a  Midwest  corn  and  soybean 
farm,  ideally  at  least  100  to  160  acres, 
which  will  cost  you  upwards  of 
$150,000. 

Before  bidding,  hire  a  farm  man 
agement  firm  with  a  local  presence  as 
a  consultant.  Review  histories  of  crop 
yields  on  the  parcels  you  are  interested 
in;  be  aware  that  two  farms  across  the 
street  from  one  another  could  have 
radically  different  values  per  acre,  be- 
cause of  differences  in  soils  or  irriga- 
tion. Once  you  buy,  you'll  probably 
have  to  hire  a  farm  management  firm 
to  negotiate  a  contract  with  a  tenant 
farmer  and  oversee  the  operation. 

What  kind  of  yield  can  you  get 


buying  a  crop  farm  far  from  urba 
areas?  Averaging  good  crop  years  wit 
bad,  and  allowing  for  all  expense 
you  should  look  for  an  annual  opera 
ing  profit  equal  to  4%  to  6%  of  yon 
purchase  price,  says  John  Scott, 
professor  of  agricultural  economics 
the  University  of  Illinois  at  Urban; 
Champaign.  That  may  not  sound  lit 
much  when  corporate  bonds  yie| 
7.5%.  But  farmland,  over  long  hole 
ing  periods,  is  a  darn  good  inflatk 
hedge — which  bonds  most  certain 
are  not.  Both  land  rents  and  lai: 
prices  have  more  than  held  their  owi 
in  real  (inflation-adjusted)  terms  ovj 
most  of  this  century.  Bonds  are  d< 
stroyed  by  inflation. 

If  you  buy  closer  to  developc 
areas,  your  cash  return  will  be  lowe 
but  your  prospects  for  capital  gaii 
that  much  better. 

The  third  approach  in  buying  lar 
is  to  hire  a  professional  to  do  it  f» 
you.  Equitable  Agri-Business,  Inc. 
one  of  the  many  firms  that  offer  pa 
ticipation  in  portfolios  of  agricultur 
land  to  pension  funds  and  institution 
al  investors.  Other  firms  are  Metn 
politan  Life  Insurance  Co.  and  Her 
Real  Estate  Services  in  Nevada,  Iow| 

Equitable  Agri-Business  portfol 
manager  Kenneth  Binkley  says  t| 
company  is  getting  an  8%  return  c 
annual  crops,  plus  a  2%  to  4%  retui 
on  the  land's  appreciation. 

The  advantages  to  a  professional 
managed  pool  are  diversification  ar 
somewhat  greater  liquidity.  The  di 
advantage  is  cost.  The  managers  typ 
cally  want  a  fee  of  3%  to  6%  of  acqui 
tion  prices  during  the  buying  pha< 
7%  to  10%  of  the  annual  cash  retu 
(in  the  case  of  agricultural  pools)  ai 
3%  to  10%  of  the  capital  gains,  if  an 
on  liquidation  of  the  pool.  But 
managed  account  may  be  your  or 
plausible  option  if  you  can't  devote 
lot  of  time  to  this  portion  of  yo> 
investment  portfolio. 

'  So  raw  land  is  one  of  the  trickiest 
investments.  "Contrary  to  Will  Ro 
ers'  saying  that  they  aren't  making  a 
more  of  it,  the  reality  is  that  today  \ 
have  enough,"  says  Douglas  Hea 
an  executive  vice  president  of  Equil 
ble  Real  Estate  Investment  Manag 
ment  Inc.  But  not  at  all  times  and 
places.  For  those  willing  to  be  mc 
than  just  casual  investors,  land  n 
mains  a  great  inflation  hedge.  I 
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But  really, 
how  much  impact  can 

a  phone  system 
have  on  a  company's 
revenues? 


Mr.  X  isn't  in?  How  could  Ms.  Y 


service  customers  faster? 


It  may  be  you  need  something 
as  sophisticated  as  a  telephone- 


to-computer  link.  Or  as  simple  as 


a  creative  way  to  use  voicemail 


How's  357%  grab  you? 

Don't  believe  it?  Just  ask  West       we  installed  a  system  that  lets  system  that  works  harder.  And  a 


In  the  end,  you  get  a  phone 


ipital  Financial  Services. 


Their  revenues  are  tied 


agents  handle  nearly  four  times  as 
many  calls  a  day. 


business 


that  works  more  efficiently. 


Call  us  at  I-800-ROLM-I23. 


We'll  send  you  a  free  video 


ectly  to  the  efficiency  of  their  As  a  result 
one  system.  But  with  a  merely  they  were 
binary  phone 
;tem  and 
edious 


set  of  manual       times  their  previous 
year's  revenues. 

All  in  all,  not 
too  shabby  —  for 
a  phone  system. 
You  see,  at 


and  painful  ordeal 


ROLM  is  part  of  the  Siemens 
family.  The  world's  largest 
private  communication 
systems  manufacturer,  serving 
you  in  over  132  countries 
around  the  world. 
Talk  about  big  families. 


They  knew  there  had  to  be  a 
.ter  way.  So  they  called  ROLM. 
And  we  did  something 
erent.  We  asked  questions. 


highlighting  a  number 
of  impressive  ROLM 
success  stories. 

Of  course,  you 
will  be  even  more 
impressed  when  you 
see  what  we'll  do 


ROLM,  we  insist  on  learning 


every  last  detail  about  your 


business.  Who  calls  whom  at 


for  your  business. 


A  Siemens  Company 


i  observed  their  business.  And       what  time?  What  happens  if 
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IF  YOU  THINK  HIGH  TECHNOLOGY  REQUIRES  INNOVATIOl  | 
IMAGINE  INSURING  IT,  Advanced  scientific  disciplines  like  solar  cell  technology  and  gen 
engineering  are  exploding  with  possibilities.  And  fraught  with  hidden  risks.  The  professionals  at  A1G  Companies  i 
underwrite  these  and  other  specialty  risks  possess  a  much-sought-after  talent:  the  ability  to  evaluate  the  unknown  cl 


0  ness  businesses  on  the  cutting  edge  of  technology.  Over  the  years  we've  developed  the  necessary  rational  skills  and 
dtive  talents  to  a  degree  most  others  have  not.  It's  part  of  why  A1G  is  a  global  organization  known  for  its  innovative 
usance  solutions.  Particularly  when  dealing  with  endeavors  as  complex  as  capturing  the  energy  of  the  sun. 
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WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street,  New  York,  NY  10270. 


MONEY  GUIDE 


Looking  for  a  vacation  bargain?  Take  advantage 
of  other  people's  distress  to  pick  up  second-hand 
time-shares  at  half  the  originals'  price. 

Bid  $2,375, 
asked  $18,500 


By  Toddi  Gutner 

New  resort  time-shares  are  sold,  not 
bought.  High-pressure,  high-com- 
mission salesmen  ram  shares  down 
the  throats  of  naive  buyers. 

Second-hand  time -shares  are  just 
the  reverse:  bought,  not  sold.  Clever 
buyers  pick  up  shares  from  unhappy 
first  buyers  at  desperation  prices. 
What  follows  is  a  brief  guide  to  being 
one  of  those  clever  buyers. 

What  kind  of  discount  can  you  get 
off  the  original  price?  Alice  Herdman, 
an  Oregon-based  flight  attendant,  in 
1978  paid  $8,500  "for  a  one-bed- 
room, one-week  Palm  Springs,  Calif, 
time-share  valid  during  the  high  sea- 
son (December  through  June).  Even 
though  the  share  came  with  swap 
privileges  to  many  other  resorts, 
Herdman  found  that  she  wasn't  using 
it  much,  so  her  S400  annual  mainte- 
nance charge  was  money  down  the 
drain.  In  April  Herdman  sold  the 
share  to  a  retired  couple  for  S2,200. 

Seek  out  a  desperate  seller  like 
Herdman  and  name  your  price.  Bar- 
gains abound  in  time-shares  simply 
because  there  is  no  formal  market  for 
secondary  trading.  Here's  the  analysis 
from  a  Virginia-based  broker  of  time- 
shares,  who  asks  not  to  be  named 
because  he  has  to  work  with  time- 
share  sponsors:  "The  only  difference 
between  a  marriage  and  a  time-share 
is  that  you  can  get  out  of  a  marriage." 

The  sponsor  of  a  time-sharing  re- 
sort undertakes  huge  promotional  ex- 
penses to  sell  his  units.  But  once  all 
the  shares  are  sold,  it  doesn't  pay  him 
to  advertise.  Individual  owners  are  on 
their  own  in  the  secondary  market. 
Some  of  them,  like  Alice  Herdman, 
take  out  classified  ads  in  newspapers. 
Others  just  sit  and  suffer,  paying  an 


annual  maintenance  fee  for  which 
they  are  legally  liable  even  if  they  stop 
using  the  resort  for  vacations. 

Your  strategy,  as  buyer:  Find  a  re- 
sort you  like,  seek  out  the  weakest 
owners  and  make  a  lowball  offer. 

The  American  Resort  Develop- 
ment Association,  the  industry's  trade- 
group,  blithely  reports  that  resales 
generally  take  place  at  80%  of  the 
original  price.  Poppycock.  Our  read- 
ing of  the  situation,  after  spending  a 
lot  of  time  talking  to  would-be  sellers 
and  that  broker  in  Virginia,  is  that 
shares  can  be  picked  up  for  half  the 
original  price  and  in  some  cases  for 
much,  much  less.  The  only  exceptions 
to  the  rule  are  for,  well,  exceptional 
properties:  Christmas  week  in  Ha- 
waii, for  example,  or  Fourth  of  July  at 
Hilton  Head  on  the  beach. 

At  the  other  extreme  are  shares  so 
bad  (a  winter  week  at  Ocean  City, 
Md.,  for  example)  that  they  are  not 
worth  any  money  at  all. 

In  between  are  shares  of  interest  to 
a  value  player.  At  a  low  enough  price, 
die  time-share  becomes  an  attractive 
alternative  to  a  hotel  room.  If  you  take 
care  to  buy  into  a  resort  that  is  part  of  a 
swap  association,  you  can  use  your 
unit  to  get  yourself  low-cost  accom- 
modations around  the  world.  The 
beauty  of  a  week  bought  on  the  resale 
market  is  that  it  is  exactly  the  same 
product  as  you  buy  in  a  primary  sale. 

Owners  interested  in  selling  fall 
into  two  groups.  In  the  first  group  are 
people  who  paid  too  much  to  a  resort 
developer  and  are  now  determined  to 
at  least  break  even.  Alan  Cooley,  36,  a 
Florida- based  Air  Force  sergeant,  is 
trying  to  unload  his  two-bedroom, 
two-bath  high-season  week  (exclud- 


ing the  week  of  Christmas  and  Ne\j 
Year's)  at  a  Molokai,  Hawaii  resort 
He  bought  it  nine  vears  ago  fo 
$1 0,800.  Says  Cooley:  "I'd  like  to  gd 
what  I  paid,  but  I'd  take  $10,00() 
rather  quickly." 

These  owners  will  hang  on  unfj 
they  realize  they  are  out  of  luck 
Don't  waste  your  time  on  them. 

Your  target  is  the  fellow  w  ho  hasnl 
used  his  resort  share  for  the  past  thrc 
years  and  simply  can't  afford  the  an 
nual  maintenance. 

First  rent  a  unit  at  a  resort  in 
vacation  spot  you  like.  Call  the  reson 
manager  and  inquire  about  rentals 
Then  verify  with  the  manager  that  th 
sponsor  has  sold  all  his  units;  if  h 
hasn't,  he's  not  going  to  be  too  happ 
to  have  side  tieals  going  on  that  un 
dercut  his  high  price.  Sponsors  cal 
put  up  roatiblocks  to  transfers,  so  jusj 
forget  about  bidding  at  a  resort  tha 
isn't  yet  sold  out. 

Then  post  a  notice  on  the  bulled 
board  offering  to  buy,  but  not  men 
tioning  a  price.  Take  names  of  intei 
ested  sellers  and  make  lowball  offers 

But  don't  take  just  anything.  Mak 
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ure  the  resort  is  a  member  of  one  of 
ihe  two  leading  exchange  networks, 
lesort  Condominiums  International 
>r  Interval  International.  These  net- 
works allow  owners  to  swap  their 
weeks  for  stays  in  other  destinations 
or  nominal  fees.  Resort  Condomini- 
ims  charges  $65  for  annual  member- 
hip  plus  $89  to  $119  per  swap,  de- 
fending on  the  location.  Interval 
harges  $64  a  year  plus  $85  to  $99  per 
i»ne-week  swap.  Neither  guarantees 
hat  you  will  get  your  first  choice,  but 
our  fee  includes  a  well -circulated 
(Dur-color  annual  directory  of  mem- 
fcr  resorts. 

I  Seasons  are  divided  into  red  (high), 
/hite  or  yellow  (middle)  and  blue  or 
reen  (off).  Buy  only  a  red  week. 
Lou're  probably  never  going  to  be 
[ble  to  trade  a  December  week  on  the 
|Jorth  Carolina  coast  (blue)  with  a 
Lily  week  in  Hawaii  (red).  The  nice 
ling  about  the  swap  market  is  that 
jpu  don't  have  to  trade  one-for-one 
i  ith  another  holder.  So  long  as  you 
lave  a  red  week  to  put  into  the  pool 
r>u  can  get  almost  any  other  red 
leek,  even  if  the  swap  association 


never  does  find  a  user  for  the  particu- 
lar resortyou  are  giving  up.  (If you  are 
trying  to  get  into  a  popular  resort,  you 
have  to  get  your  request  in  early. ) 

Now,  what  should  you  offer  to  a 
desperate  seller?  Oh,  let's  say  half  of 
the  share's  capitalized  rental  value. 

What's  that?  We'll  go  through  the 
exercise  for  a  unit  owned  by  Glenn 
Carter,  a  38-year-old  plumbing  con- 
tractor from  North  Garden,  Va.,  who 
is  trying  to  unload  a  share  at  Barrier 
Island  Station,  a  resort  in  Duck,  on 
the  coast  of  North  Carolina. 

The  share  entitles  Carter  to  one 
October  week  in  a  third-floor  pent- 
house. He  gets  free  access  to  a  health 
spa,  swimming  pools,  tennis  courts 
and  the  beach.  Barrier  Island  is  in  the 
Resort  Condominiums  network,  and 
Carter's  is  a  red  week.  He  paid 
$18,500  for  the  share. 

Similar  accommodations  nearby 
run  about  $750  a  week.  From  that 
value,  subtract  Carter's  maintenance 
cost,  $275.  That  is,  owning  the  share 
is  like  owning  a  share  in  a  shopping 
mall  that  throws  off  $475  a  year  in 
operating  income.  On  the  theory  that 


Barrier  Island 

Station  in 

Duck,  N.C. 

Our  advice: 

Wait  until 

the  shareowner 

is  really  desperate, 

then  offer 

a  lowball  price. 


real  estate  is  worth  ten  times  operat- 
ing income,  you  could  argue  that 
Carter's  share  is  worth  $4,750. 

"I  have  the  only  red  week  pent- 
house for  sale  in  the  resort,"  splutters 
Carter,  insisting  that  he  will  get  the 
$18,500  asking  price  he  listed  in  a 
Washington  Post  ad.  Our  advice:  Wait 
a  year,  then  offer  him  $2,375. 

Some  sellers  are  more  motivated. 
Jeffrey  Johnson,  38,  an  air  traffic  con- 
troller living  in  Virginia,  owns  a  red- 
week  share  on  a  two- bedroom  condo 
in  Williamsburg,  Va.,  near  the  historic 
colonial  village.  Johnson  paid 
$10,000  in  1985  and  has  advertised  it 
for  sale  at  $6,000.  With  a  mainte- 
nance of  $230  and  similar  lodging 
during  his  May  week  renting  for 
$1,000,  Johnson's  asking  price  is  not 
way  out  of  line  with  the  Forbks  low- 
ball  formula,  which  comes  to  $3,850. 

Virginia  Dennis,  a  real  estate  broker 
in  Rialto,  Calif,  should  have  known 
better.  Four  years  ago  she  bought  an 
open  week,  one-bedroom  share  on 
the  east  coast  of  Kauai,  Hawaii  for 
$7,000  on  the  secondary  market.  She 
has  used  it  once  and  in  the  meantime 
is  paying  $169  a  month  on  a  loan  to 
finance  the  place  plus  $381  in  annual 
maintenance  fees.  She  has  dropped 
her  $15,000  asking  price  down  to 
$5,500.  Last  year's  hurricane  is  going 
to  make  Kauai  hard  to  get  to  or  enjoy 
for  a  while.  A  turnaround  situation.  kCI 
just  want  to  get  out  of  it,"  Dennis 
pleads.  Offer  her  $4,000. 

A  few  guidelines  for  buying:  Check 
the  history  of  the  maintenance  fee;  if 
it's  over  $300  or  has  been  climbing 
rapidly,  stay  away.  Call  Resort  Con- 
dominiums at  800-338-7777  or  In- 
terval at  305-666-1861  to  confirm 
trading  privileges.  To  close  the  deal, 
use  an  attorney  who  has  an  office  near 
the  resort  and  has  handled  at  least  one 
closing  there.  Get  names  of  candi- 
dates from  the  manager's  office.  The 
lawyer's  fee  will  be  something  like 
$275.  That  includes  a  title  search, 
deed  preparation,  deed  recording  in 
the  county  clerk's  office  and  serving  as 
escrow  for  the  purchase  price.  This 
legal  work  will  protect  the  seller  from 
a  bum  check  and  protect  you  from  a 
bogus  seller. 

This  is  a  buyer's  market,  and  you 
should  act  accordingly.  But  be  patient 
waiting  for  the  right  kind  of  seller  with 
the  right  property.  Hi 
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Small  rental  properties  can  provide  handsome  yields, 
but  be  prepared  for  Sunday  telephone  calls 
complaining  about  the  plumbing. 

Sweating 
for  equity 


By  Suzanne  Oliver 

Ah,  THE  LIFE  of  the  landlord — an  af- 
ternoon gallop,  a  glass  of  Bordeaux 
and  the  rent  checks  come  rolling  in. 
Think  again.  It's  more  like  a  broken 
lease,  a  dripping  lancet  and  the  ter- 
mites come  boring  in. 

But,  for  the  investor  who  doesn't 
mind  replacing  the  occasional  screw 
and  washer,  small  apartment  build 


ings  can  provide  attractive  yields. 
Since  the  1986  tax  act  reduced  the 
deductibility  of  losses  from  rental 
property,  apartment  construction  has 
virtually  ceased.  Apartment  values 
have  dropped  as  much  as  40%  from 
their  highs  and  are  now  relative  bar- 
gains. Meanwhile,  the  excess  is  being 
absorbed,  and  occupancy  rates  in 


many  areas  are  above  90%. 

Before  rushing  in,  however,  undci 
stand  that  buying  an  apartment  hous 
is  not  for  every  investor.  It  helps  if  yd 
can  pay  cash  for  a  property,  if  vol 
investment  portfolio  w  ill  benefit  froi 
an  inflation  hedge  and  if  you  at 
willing  to  spend  a  few  hours  a  wee 
working  on  the  property. 

If  you  pay  cash,  find  your  ow 
tenants  and  spend  a  few  Saturdays  i 
overalls,  you  can  get  a  10%  yield  on 
small  apartment  building.  That  bea 
the  3%  yield  from  a  diversified  stoc 
portfolio.  And  while  dividends  cj 
stock  are  fully  taxable,  the  incoir 
from  real  estate  is  partly  sheltered  I: 
depreciation  deductions.  Here's  am 
other  tax  advantage  for  people  \vh 
pay  cash  for  rental  real  estate  and  the 
actively  manage  it:  They  report  mo 
of  their  profits  on  their  tax  returns  ; 
self-employment  income,  13%  i 
which  can  be  sheltered  in  a  retiremej 
plan  (see  story,  pajje  198). 

What  if  you  borrow  to  buy  inves 
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lust  Below  California 

According  to  Site  Selection  magazine, 
we  re  ranked  fiilli  in  the  nation  lor  new 
plank  and  expansion,  and  number  five 
in  long-term  rankings. 


CAUFORNJA 


>\/Tiere  exactly  is 
Alabama? 


Alaska 
Missouri 
Teni 
Jabama 


Not  har  Prom  Alaska. 

Now  there  s  a  state  thatdoesn  I 
have  manv  people  or  much  crime. 
)et  our  crime  rate  is  even  lower. 

TENNLSSE 
ALABAMA 
LOUISIANA 
CONNE.CTICU" 


Right  Betweenlennessee 
And  I 

In  100(1.  we  had  a  civilian  labor 
force  of 1.802.000.  one  ol  the 
highest  in  the  region. 


It's  the  same  place  it  was  when  you  studied  geography. 
But  in  economics,  humanities,  history,  and  science,  it  s 
probably  a  long  way  from  where  you  think.  In  feet,  during 
the  past  few  years  Alabama  has  risen  in  several  business 
and  lifestyle  rankings,  surpassing  states  that  are  larger 
and  more  populated.  The  surge  in  popularity  is  taking 
place  tor  a  combination  of  reasons.  First  ol  all.  Alabama  s 

always  been  known  for  its  natural  beauty.  But  now 
these  resources  have  been  combined  with  a  modern,  pro- 
business  environment,  creating  a  total  package  that  s  greater 

than  the  sum  of  some  very  strong  parts.  As  a  result,  our 
research  parks,  health  (  are  industry,  skilled  labor  force,  and 
joint  programs  between  education  and  business  are  drawing 
attention  and  praise  both  nationally  and  internationally. 
And  that  s  really  putting  Alal  )ama  on  the  map. 


H  [  H  B  H  M  H 


OKi  AHOfl 
KANSAS 
)RTH  CAROLINA 
MAINE 


Way  Past 
North  (  arolioa. 

Thea\er,i<jc 
annual  pay  for 
workers  is  higher 
here  than  astefg 
H  ilh  a  reputation 
lor  prosperity. 


A  Little  Ahove  Rhode  Island, 

Alabama  has  more  fortune  500 
headquarters  than  stales  vou 
would  expect  to  find  ahead  ol 
us  in  this,  calegon: 

f 


/  /    Isn't    W  h  e  t  e    Y  6  ti    Think    It  I 


s  . 


For  more  information,  contact  the  Economii  Devetoffjti'ent  Partnership  nl  Alahama.  2  Snrth  Jaekson  Sheet.  Montgomery.  Alabama  Jo  1 0-1.  Phone  2ft5  22J  J'OO 
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ment  properties,  as  most  people  do? 
Then  the  tax  benefits  are  a  little  more 
uncertain.  You  could  easily  wind  up 
generating  a  "passive  loss"  that  will 
be  unusable  on  your  tax  return  until 
you  sell  the  building — although  Clin- 
ton has  proposed  softening  the  pas- 
sive loss  rules  for  certain  real  estate 
insiders. 

Unlike  stocks  and  bonds,  apart- 
ment buildings  demand  care  and  at- 
tention. Consider  the  life  of  someone 
we'll  call  Robert  Stone — he  doesn't 
want  his  boss  to  know  about  his 
moonlighting  activity — a  37-year-old 
manufacturer's  sales  representative 
tor  an  electronics  firm.  Stone  spends 
20  hours  a  week  working  on  his  16 
apartments  in  and  near  the  Logan 
Square  area  of  Chicago. 

He  bought  his  first  building,  a 
4,200-square-foot  1903  graystone 
with  six  apartments,  for  $75,000  in 
1986.  The  building  was  covered  with 
graffiti  and  inhabited  by  drug  dealers 
and  prostitutes.  After  frustrating 
bouts  in  court,  he  finally  got  rid  of 
them,  if  not  entirely  by  force  of  law.  It 


seems  that  they  suffered  such  incon- 
veniences as  toothpicks  jammed  into 
door  locks  and  missing  fuses. 

After  the  deadbeats  were  gone, 
Stone  painted  and  fixed  up  the  place, 
buying  hardware  and  appliances  at 
Maxwell  Street  salvage  shops.  Two 
retired  neighbors,  happy  to  see  their 
block  improving,  put  in  long  hours  of 
carpentry  and  repair  work.  Stone  paid 
one  $5  an  hour,  the  other  by  giving 
him  free  use  of  the  building's  garage. 
Today  revenues  are  $33,600.  Ex- 
penses: $3,000  in  property  tax, 
$1,000  for  water,  $800  for  insurance 
and  $6,500  for  maintenance.  Stone- 
has  no  mortgage  on  this  building.  Net 
income  before  depreciation  or  in- 
come taxes:  $22,300,  or  30%  on  his 
original  investment. 

Stone  wasn't  just  lucky.  He  made  a 
smart  but  risky  bet  on  the  gentrifica 
tion  of  Logan  Square,  and  he  has 
maintained  the  properties  well  on  a 
low  budget. 

W  hat  if  you're  willing  to  mow  a 
lawn,  but  evicting  prostitutes  isn't 
your  cup  of  tear  You  can  still  earn  a 


nice  return.  James  Dodd,  a  recently  I 
retired  library  director  in  Adrian,  I 
Mich.,  has  been  supplementing  his  Bi 
moderate  salary  with  income  from  I. 
rental  properties  for  decades.  He  I 
doesn't  buy  big  fix-me-ups.  But  he  1 
does  plant  tulips,  shovel  snow  and  [ 
mow  lawns.  For  the  heavy  work,  he  li 
hires  handymen — though  good  ones  ; 
are  tough  to  find — for  as  little  as  $8  an  r 
hour.  "Plumbers  are  more  expensive  p 
than  undertakers,"  Dodd  complains.  p 

He  buys  only  buildings  whose  rent-  j 
al  income  covers  expenses,  which,  he  p 
knows,  only  go  up.  In  1986  Dodd 
bought  a  12  unit  complex  overlook-  p 
ing  the  Raisin  River  for  $375,000, 
taking  out  a  $300,000  mortgage. 
Over  the  past  seven  years  property 
taxes  have  climbed  50%,  while  rents 
have  increased  just  13%.  Revenues  on 
the  building:  $82,850.  Expenses: 
$13,900  in  property  tax,  $2,000  for 
insurance,  $5,000  for  utilities  and 
$14,000  for  maintenance.  Last  year 
he  paid  $31,600  interest.  Cash  flow: 
$16,350,  all  of  which  is  protected 
from  taxes  by  his  $27,740  deprecia- 
tion. Aftertax  yield:  4.4%.  Had  Dodd 
bought  the  building  for  cash,  his  yield 
would  be  1 3%. 

Over  the  years  Dodd  has  learned  to 
identify  a  good  tenant.  Lower-in- 
come people  miss  rent  payments,  and 
undergraduate  college  students 
wreak  havoc.  "Once  they  threw  a 
fellow  through  a  wall,"  he  recalls. 

If  you  aren't  there  to  give  the  apart 
ments  the  care  Stone  and  Dodd  can, 
your  property  and  your  cash  flow  can 
quickly  go  to  seed,  especially  if  you 
have  mortgage  pavments  to  make. 
Just  ask  someone  we'll  call  Robert 
Jones.  Jones,  a  banker,  bought  a  six- 
unit  building  and  an  eight-unit  build 
ing  in  a  blue-collar  neighborhood  of 
his  hometown  of  Providence,  R.I., 
then  took  a  job  in  New  York.  A 
manager  he  hired  on  the  cheap  never 
did  repairs.  Jones,  who  had  to  pay  the 
mortgage,  bled  money.  Good  tenants 
moved  out,  and  the  riffraff  that  re- 
mained stopped  paying  rent. 

Today  Jones  has  a  new  property 
manager  and  is  offering  deadbeat  ten 
ants  $300  to  move  out.  Revenues  arc 
finally  covering  the  mortgage  pay 
ments  and  expenses.  Jones  has  had  the 
buildings  on  the  market  for  two  years, 
without  an  offer.  Says  Jones  of  his 
experience  as  a  long-distance  land 
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>rd,  "It's  a  nightmare." 
Unfortunately,  the  income  tax 
lies  are  tough  on  landlords  with  big 
Jaries  like  Jones.  An  active  property 
wner — generally  one  who  interviews 
respective  tenants,  signs  leases  and 
ires  handymen — can  deduct  as  much 
$25,000  in  rental  losses  against 
:tive  income,  such  as  a  salary.  How- 
/er,  the  deductions  are  reduced  for 
[comes  over  $100,000  and  eliminat- 
i  for  incomes  over  $1 50,000.  While 
mes  has  had  real  out-of-pocket 
sses,  he  can  use  them  only  to  offset 
ntal  revenues  or  a  gain  when  he  sells 
ntal  property. 

If  these  drawbacks  don't  frighten 
>u  and  you  have  the  cash  and  don't 
ant  to  put  it  into  a  toweringly  high 
ock  market,  now  is  a  good  time  to 
rep  for  property.  There  are  plenty  of 
otivated  sellers  such  as  banks  that 
ant  to  unload  foreclosed  real  estate. 

group  of  California  investors  re- 
Intly  paid  Glendale  Federal  Bank 
1.35  million  for  a  21 -unit  building 
:ar  Sony  Pictures  and  Fox  Studios  in 
>s  Angeles.  Revenues:  $184,224. 
<penses:  $56,511,  including  an  on- 
e  manager.  Yield:  9.5%.  That's  typi- 

these  days,  says  Terry  Miller  of  Los 
ngeles  real  estate  brokers  Miller  & 
esatnik.  "Apartments  are  truly  in- 
»me  property  again." 

Selling  a  property  means  the  tax 
:nefit  from  depreciation  is  largely 
ijcaptured  in  the  form  of  a  tax  on  your 
•  pital  gain.  But  if  you  leave  the  prop- 
Itty  to  your  heirs,  there  is  no  recap- 
ire — yet.  That's  because  the  tax  basis 

"stepped  up"  to  market  value  at 
•ur  death. 

If  you  want  to  be  a  landlord,  here 
:  tips  offered  by  the  property  own- 
k  we  interviewed.  Buy  near  good 
ansportation — subway,  bus  or  high- 
i  ly  ramp.  Get  to  know  the  neighbor 
|kod  and  the  neighbors  so  you  can 
I  y  cheaply  directly  from  a  seller.  Buy 
i  ildings  with  at  least  four  units.  Find 
Rented  and  cheap  handymen 
rough  references  or  the  local  hard- 
Ire  store.  Check  tenants'  references 
refully.  Make  tenants  pay  their  own 
litics.  Don't  buy  in  a  city  with  rent 
jntrol. 

There  are  plenty  of  horror  stories  of 
|iall  building  owners.  These  stories 
jpress  prices  and  thereby  enhance 
j  urns  to  owners  who  know  how  to 
pid  the  horrors.  BR 
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America, 
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stop  labeling  people... 
...and  start  labeling 
everything  else! 


Ffle  Folders      Audio  &       Reports  & 


Sports 


Electrical     Photo  Albums  Industrial 


Video  Tapes    Presentations  Equipment 
A) 


ELECTRONIC 
LABELING  SYSTEM 

...When  people  need  labels  there's 
only  one  choice,  the  Brother  P-Touch 
Electronic  Labeling  System.  It's  the 
fast,  easy  way  to  produce  striking 
laminated  adhesive  labels  in  over  30 
brilliant  colors  for  virtually  any  home, 
office  or  commercial  application! 


AVAILABLE  AT:  STAPLES  •  OFFICE  DEPOT 
OFFICEMAX  •  SEARS  BRAND  CENTRAL  *  SERVICE  MERCHANDISE 
BIZMART  •  COMPUSA  AND  OTHER  FINE  DEALERS 


AMERICA'S  #1  MANUFACTURER  OF  PORTABLE  TYPEWRITERS  AND  PERSONAL  WORD  PROCESSORS 


we  re  at  your  side. 

brother 

BROTHER  INTERNATIONAL  CORPORATION  •  200  Cottontail  Lane.  Somerset,  NJ  08875-6714 


Partnerships  In 
Engineering  Creativity 

Setting  New  Standards  in  Excellence 


At  a  time  when  American  education  is  being  challenged 
to  improve  the  quality  of  science  and  math  education, 
high  school  science  teacher  Carolyn  Staudt  stands  out 
as  a  beacon  of  excellence.  With  little  more  than  a  dream 
and  an  unwavering  amount  of  energy,  Staudt  trans- 
formed her  school's  lawn  into  MOONBASE  AMERICA,  a 
6,400-square-foot  educational  center  that  brought  learn- 
ing to  life  for  84  Copley,  Ohio  teenagers. 

The  hands-on  experiment,  built  from  wood,  consisted 
of  one  50-ft.  geodesic  dome,  connected  in  a  spider-like 
manner  to  nine  smaller  offshoot  pods.  Inside,  Staudt's 


i 


students  spent  six  days  and  nights  sleeping,  eating, 
studying  and  working  without  adult  supervision.  Their 
mission  was  to  discover  what  life  would  be  like  in  a  simi- 
lar world  on  a  lunar  outpost.  Students  investigated  all 
manners  of  mysteries,  ranging  from  how  plants  might 
grow  in  zero  gravity  to  how  waste  could  be  recycled  in  a 
closed  environment. 

To  make  the  experiment  all  the  more  real,  the  stu- 
dents' only  contact  with  the  outside  world  came  via  tele- 
phones, video  cameras  and  computers.  They  relied  upon 
themselves  to  form  a  government,  confront  conflicts  and 
resolve  problems. 

Even  more  daunting  than  creating  MOONBASE 
AMERICA  was  funding  it.  Fortunately,  Staudt  excelled 
here  too.  Through  the  force  of  her  personality  and  some 
savvy  marketing,  Staudt  managed  to  raise  more  than 
$1,650,000  in  money,  time,  products  and  services  — 


enough  to  cover  the  project's  entire  cost.  Suppoi 
poured  in:  from  sophisticated  electronics  for  video  corr 
munications  to  plastics  for  building  and  even  sneakers  fc 
the  participants. 

Parker  Hannifin  Corporation,  the  world's  largest  mar 
ufacturer  of  motion-control  components  and  systems 
contributed  an  advanced  robotic  arm,  which  students  se 
up  in  an  outlying  pod  to  investigate  how  mining  coul 
take  place  on  the  lunar  surface.  Industries  use  this  sam 
Parker  technology  to  manufacture  everything  from  micrc 
chips  to  automotive  parts. 

Working  with  Parker  volunteers 
the  teenagers  modified  the  roboti 
arm  from  a  pick-and-place  to  a  serve 
and  established  a  means  to  control 
remotely  via  joysticks  located  in  th 
main  command  center.  Then  the 
watched  on  video  screens  as  the 
altered  robot  succeeded  in  scoopin 
up  soil  samples.  The  samples  wer 
later  compared  to  actual  moon  rock 
on  loan  to  the  students  from  NASA. 

"This  project  provides  the  type  c 
learning  our  students  need  to  exper 
ence  if  they  are  to  compete  success 
fully  in  science  and  technology,"  say 
Paul  Schloemer,  chief  executive  off 
cer  of  Parker  Hannifin  and  a  membe 
of  the  board  of  governors  of  the  Aerospace  Industrie 
Association.  "Science  is  more  than  blackboard  learninc 
It  requires  involvement  and  participation.  Carolyn  Stauc 
is  a  teacher  who  made  a  difference  in  the  lives  of  her  sti 
dents  by  showing,  not  simply  telling,  how  science  an 
technology  can  improve  life.  Her  students  walked  awa 
from  MOONBASE  AMERICA  with  a  new,  deeper  appre 
ciation  of  science  and  technology." 

That  kind  of  appreciation  is  a  driving  force  behin 
Parker  Hannifin's  world  leadership  position  in  motior 
control  components  and  systems.  With  more  than  80' 
product  lines  for  hydraulic,  pneumatic  and  electroni 
applications  in  1,200  industrial  and  aerospace  markets 
Parker  Hannifin  operates  159  manufacturing  plant 
worldwide,  supporting  its  more  than  4,500  distributors 
who  serve  more  than  258,000  customers  in  every  corne 
of  the  world. 


Parker  helps  motivate  tomorrow's  scientists 


Physics  teacher  Carolyn  Staudt 
knows  how  to  motivate  her  students, 
by  getting  them  involved  in  and 
excited  about  some  of  the  great 
scientific  adventures  of  our  time. 
As  director  of  project  MOONBASE 
AMERICA  at  Copley  High  School 
in  Ohio,  Staudt— with  the  help  of 
major  corporations  such  as  Parker 
Hannifin— gave  84  students  a 
six-day  "lunar  experience"  to 
conduct  a  wide  variety  of  vital 
scientific  experiments. 


For  nearly  two  years,  teachers, 
students  and  volunteers  built,  studied 
and  prepared  for  the  full-scale 
simulation  of  a  moonbase.  Nine 
geodesic  domes  provided  a  moon- 
like environment  for  students  to 
apply  classroom  learning  to  real-life 
situations.  Robotic  and  technical 
assistance  from  Parker  engineers 
helped  students  to  modify  a  robotic 
arm  used  in  mining  experiments 
conducted  during  the  simulation. 

Providing  technical  assistance  to 
motivate  students  is  only  a  small  part 


A  partnership  in  vital  technologies 


of  Parker  s  commitment  to  the  space 
program.  Parker  equipment  has  been 
used  on  all  space  exploration  vehicles 
and  actively  supports  aerospace 
development  and  engineering 
endeavors.  Parker  is  a  multi-billion 
dollar  leader  in  the  motion-control 
industry. 

For  additional  information,  write 
to  Parker  Hannifin,  Dept.  FB-19A. 
17325  Euclid  Ave.,  Cleveland,  Ohio 
44112-1290.  Or  call  1-800-C-PARKER 
( 1-800-272-7537). 

^^^^^^  PH-NYSE 
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MONEY  GUIDE 


Thinking  of  helping  your  son  or  daughter 
with  the  down  payment  for  a  house? 
Be  careful  how  you  do  it, 
or  the  IRS  may  want  a  word  with  you. 

O,  give  me  a  home 


By  Laura  Saunders 

For  prosperous  older  parents,  one 
of  the  best  ways  to  give  the  kids  a  start 
in  life  is  bv  helping  them  buy  their  first 
house.  But  in  an  age  when  big  gov- 
ernment is  getting  more  and  more 
into  our  daily  lives,  it  should  be  no 
surprise  that  the  Internal  Revenue 
Serviee  is  a  partner  in  such  deals. 

Say  that  John  and  Mary  Smith, 
parents,  want  to  provide  their  daugh- 
ter Jane  with  $35,000  as  a  down 
payment  on  a  $200,000  house.  The 


saying  so.  But,  wait.  You  may  have  tax 
to  pay. 

A  taxpayer  can  give  away  up  to 
$1 0,000  a  year  to  each  of  any  number 
of  donees  without  owing  tax  or  hav- 
ing to  file  a  gift  tax  return.  Thus  Mr. 
and  Mrs.  Smith  between  them  can 
give  Jane  $20,000.  If  they  spread  a 
$35,000  gift  over  two  calendar  years, 
the  gift  is  tax-free. 

What  if  Jane  wants  to  close  on  the 
house  next  week  and  it's  too  late  to 


first  question  is:  Is  the  $35,000  an 
outright  gift  or  a  loan?  Never  thought 
about  that?  The  IRS  has,  and  there  is  a 
big  difference.  If  the  money  is  a  gift, 
the  parents  can't  get  it  back  if  Jane 
drops  dead  or  ditches  the  idea  of  a 
house  and  heads  off  with  the  $35,000 
on  a  world  tour. 

If  it  is  a  gift,  the  IRS  will  accept  a 
simple  note  on  the  face  of  the  check 


spread  out  the  gift?  Or  what  if  the  gift 
is  substantially  higher,  say  $100,000? 
In  both  cases  a  gift  tax  form  must  be 
filed.  But  every  taxpayer  gets  one 
$600,000  lifetime  gift  and  estate  tax 
exclusion  that  kicks  in  where  the 
$10,000  annual  exclusions  leave  off. 
So,  if  the  Smiths  haven't  used  up  their 
$600,000  exclusions  already,  the  gift 
to  Jane  remains  untaxed.  If  they  have 


used  up  their  exclusions,  gift  tax  rate 
start  at  37%  and  range  up  to  60%. 

Also  note  that  once  the  Smiths  hav 
used  their  combined  $20,000  annua 
exclusion  for  any  year,  then  the  valu 
of  everything  they  give  Jane  in  tha 
year  must  be  reported.  That  include 
not  only  the  $15,000  extra  for  tin 
down  payment,  but  also  the  value  o 
all  birthday  presents,  or  trips,  or  even 
in  theory,  a  fancy  dinner  out.  Better  tc 
plan  your  gifts  not  to  exceed  th« 
exclusion,  if  possible. 

What  if  the  $35,000  is  a  loan 
instead  of  a  gift?  Then  you  ma' 
be  in  trouble  with  both  the  banl 
and  the  IRS.  Banks  usually  wan 
to  see  a  meaningful  portion  o 
the  home  purchase  price — 10/ 
to  20% — come  from  the  buver' 
own  funds,  and  questions  on 
mortgage  applications  oftei 
specifically  address  the  matter  o 
where  a  down  payment  is  com 
ing  from. 

Loan  expert  Robert  M.  Scot 
of  Grant  Thornton  in  Houstoi 
savs  that  he  has  never  seen  ; 
bank  that  would  allow  all  of ; 
down  payment  to  be  lent,  evet 
by  loving  parents,  unless  the] 
also  cosign  the  loan.  However, ; 
bank  would  probablv  allow  Jam 
to  finance  a  $150,000  hous< 
with  $30,000  of  her  own  mon 
ey,  a  $100,000  bank  mortgage 
'  and  a  $20,000  loan  from  he 
parents.  The  bank  would  insist  tha 
the  parents'  lien  be  subordinated  tc 
its  own  lien. 

If  Jane  goes  this  route,  here's  hov 
the  IRS  looks  at  the  deal  with  he: 
parents.  First,  there  needs  to  be  some 
sort  of  formal  document  stating  the 
conditions  of  the  loan,  although  i 
doesn't  have  to  be  recorded  with  the 
register  of  deeds. 
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\ears  from  now,  everyone  will  offer 
this  much  side-impact  protection. 


Regal  Sedan 
meets  1997 
side-impact  safety 
standards  today. 

We  didn't  have  to  do  it  yet. 
We  didn't  have  to  do  it  until 
1997.  But  at  Buick,  safety 
comes  first.  And,  in  the  case  of 
Regal  Sedan,  it  also  comes  four 
years  early.  Because  the  1993 
Regal  Sedan  already  meets  the 
1997  federal  standards  for 


side-impact  collisions. 

Regal  Sedan  puts  Buick 
quality  all  around  you.  The 
passenger  compartment  is 
enclosed  by  a  steel  safety  cage. 
The  doors  are  reinforced  with 
steel  side-guard  beams.  And 
accident-avoidance  features 
like  anti-lock  brakes  are 
standard  equipment  on  the 


Limited  and  Gran  Sport 
editions. 

Other  cars  won't  have  to 
meet  the  side-impact  safety 
standards  until  1997.  But  if 
you  want  a  car  that's  ahead  of 
its  time,  see  your  Buick  dealer 
today.  Or  call  1-800-4A-BUICK. 


BUICK' 

The  New  Symbol  For  Quality 
In  America. 


1®  Buckle  up.  America!  ©1993  GM  Corp  All  rights  reserved 
I  —      Regal  is  a  registered  trademark  of  GM  Corp. 


FOR  GROWTH  AND  INCOME 


T.  Rowe  Price  Growth  &  Income  Fund  follows  a  value  approach  in 
seeking  capital  appreciation  from  income-producing  stocks.  By  investing  in 
stocks  which  are  currently  out  of  favor — or  whose  underlying  values  are 
not  yet  fully  recognized — the  Fund  can  offer 
enhanced  opportunity  for  capital  growth.  In 
addition,  the  Fund's  income  focus  can  help  to 
cushion  share  price  volatility  in  down 
markets.  The  strong  performance  of  the  Fund 
illustrates  the  effectiveness  of  its  strategy. 
$2,500  minimum  ($1,000  for  IRAs).  No 
sales  charges  of  any  kind. 


Average  annual  total 
returns  as  of  3/31/93* 


23.3% 
14.4% 
12.3% 


1  year 
5  years 
10  years 


Call  24  hours  for  a  free  report 

1-800-541-5861 


Invest  With  Confiden 

T.RoweRice 


GIF018606 


'  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain  distributions. 
Total  returns  represent  past  performance.  Investment  return  and  principal  value  will  vary,  and  shares 
may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  Request  a  prospectus  with  more 
complete  information,  including  management  fees  and  other  charges  and  expenses.  Read  it 
carefully  before  you  invest  or  send  money. 

T.  Rowe  Price  Investment  Services,  Inc.,  Distributor,  100  East  Pratt  Street,  Baltimore,  MD  21202. 
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The  Dreyfus  Short-Term 
Income  Fund  invests  primarily 
in  investment  grade  debt  securities, 
including  corporate  bonds,  U.S.  Government 
and  mortgage-related  securities. 

Although  net  asset  value  and 
yield  fluctuate,  this  Fund  can  generally 
offer  greater  price  stability  than  comparable 
higher-yielding,  long-term  bond  funds,  and  higher 
yields  than  comparable  fixed-price  money  market  funds. 


^  Transfer  ^ 
your  «a 
*^   IRA!  -2» 


30-Day  Yield 


5.67%t 


For  more  complete  information  including  management  fee,  charges  and  distribution 
expenses,  obtain  a  Prospectus  by  calling  toll  free.  Please  read  it  carefully  before  you  invest. 

Dreyfus  Short-Term  Income  Fund,  Inc. 


1-800-DREYFUS 

(1-800-373-9387) 

Ask  for  Extension  4024 


401(k) 

Plan  provider! 


4.66 


% 


'Yield  for  the  period  ended  5/14/93. 

The  Fund's  total  return  from  inception  (8/18/92)  through  3/31/93  is 
All  performance  figures  reflect  the  temporary  absorption  of 
certain  Fund  expenses  by  The  Dreyfus  Corporation.  Had  these 
expenses  not  been  absorbed,  the  Fund's  30-day  yield  would  have  been  4.64%  and  the  Fund's  total  return 
would  have  been  lower.  Past  performance  is  no  guarantee  of  future  results.  Fund's  yield,  share  price  and 
investment  return  fluctuate  so  that  you  may  receive  more  or  less  than  your  original  investment  upon  redemption. 
Not  available  for  residents  of  Texas.  Dreyfus  Service  Corporation,  Distributor. 


Next,  the  interest  rate.  The  IRS  sayi 
there  must  be  interest,  and  treats  the 
loan  as  an  arm's-length  transaction 
between  Jane  and  her  parents.  If  the 
rate  is  at  or  above  the  IRS'  minim  urn, 
then  there's  no  gift  or  gift  tax  to  dea 
with  unless  the  loan  and  interest  don' 
get  repaid.  Jane  is  paying  interest 
(which  she  may  or  may  not  be  able  t< 
deduct ),  and  her  parents  are  reporting 
the  interest  as  income.  What's  the  lies1 
minimum  rater  It  depends  on  market 
interest  rates;  for  now,  it's  3Vfc%  tc 
6V2%,  depending  on  the  maturity  o 
the  loan. 

And  what  if  the  interest  rate  i« 
below  this  minimum?  Then  there  arfi 
stick)'  tax  consequences.  To  make 
things  simple,  let's  assume  that  the 


Why  all  the  foofaraw? 
Without  these  rules, 
wealthy  people  could 
dodge  taxes  by  parking 
wads  of  investable  cash 
with  children. 


interest  rate  is  0%,  which  it  often  is 
among  relatives. 

Here's  how  the  [RS  views  the  trans- 
action. It  calculates  imaginary  interest 
that  Jane  is  paying  her  parents,  fig 
ured  at  the  [RS  minimum  rate.  Thfi 
taxman  then  imagines  that  the  par 
ents,  immediately  upon  receiving  the 
interest  from  Jane,  mail  the  check 
back  to  her  as  a  gift. 

Why  all  the  foofaraw?  Without  this 
part  of  the  tax  code,  it  would  be 
possible  for  wealthy  people  to  dodge 
taxes  by  temporarily  parking  wads  ol 
investable  cash  w  ith  their  children. 

Given  that  the  target  of  the  gift- 
loan  rules  is  w  ealthy  families,  there  i' 
an  escape  hatch  for  ordinary  folks.  It 
the  amount  of  the  loan  is  below 
$100,000,  then  the  imaginary  inten 
est  is  limited  to  the  amount  of  invest] 
meht  income  that  the  borrower  has 
Moreover,  if  this  investment  interes 
is  $1,000  or  less,  then  the  taxpayer! 
can  ignore  the  whole  thing  on  theii 
income  tax  returns. 

What  if  Jane  has,  say,  $1,200  ol 
dividend  and  interest  incomer  Better 
ask  your  law  yer  or  accountant.  It's  noj 
easy  these  days  to  be  prosperous  and 
in  a  position  to  help  your  kids.  Bui 
consider  the  alternative.  ■ 
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AN  UNPRECEDENTED  CABLE  TV  EVENT,  ONLY  ON  CNBC. 

JUNE  14  -  JUNE  18 


One  night  at  a  Chicago  Bulls  game  23-year-old  salesman  Don  Calhoun  took  one  shot  for  $1  million.  And  he  made  it. 
A  special  edition  of  "Your  Portfolio"  features  this  instant  millionaire  and  his  family,  recommending  how  to  invest  their 
fortune  for  a  richer  future.  Next,  on  "Moneytalk,"  learn  more  about  shooting  for  success  as  top  entrepreneurs  reveal  the 
moves  they're  using  to  make  their  ail-American  dreams  come  true.  *  Live  the  dream  with  CNBC's  "Achieving  the 
American  Dream,"  a  whole  week  featuring  interactive  programs  addressing  what  it  takes  to  make  it  in  America  today. 
Spend  some  time  with  us  so  you,  too,  can  afford  the  dream. 

WEDNESDAY,  JUNE  16 

YOUR  PORTFOLIO  7:00pm  et  /  MONEYTALK  7  30pm  et 

For  CNBC's  local  cable  channel  call  1-800-SMART-TV  (1-800-762-7888).  Money  All  Day.  Talk  All  Night. 


€NBC 


MONEY  GUIDE 


Looking  for  a  clean  way  to  keep  control  of  the  family 
business,  protect  assets  and  duck  big  estate  taxes? 
Consider  a  family  limited  partnership. 

Ozzie  &  Harriet, 
L.P. 


By  William  P.  Barrett 

H&H  Bagels  bakes  36  million  bagels 
a  year  at  its  store  on  New  York  City's 
Upper  West  Side.  It's  not  just  their 
freshness  and  texture  that  make  ba- 
gelmeister  Helmer  Toro  proud.  He's 
also  proud  of  the  legal  structure  of  the 
business:  He  advertises  it  on  his  pack- 
ing boxes.  The  boxes  say  the  business 
(annual  sales,  $5.5  million)  is  owned 
and  operated  by  something  called  the 
First  Toro  Family  Limited  Partner- 
ship. "A  terrific  way  of  insulating 
assets,"  says  Toro  of  the  limited  part- 
nership format  for  his  bakery. 

To  many  investors,  "limited  part- 
nership" is  a  term  meaning  "rotten 
deal  sold  by  a  stockbroker."  But  limit- 
ed partnerships  are  gaining  popularity 
as  an  attractive  way  to  run  a  family 
business,  manage  a  family  investment 
portfolio  and  move  assets  into  the 
next  generation  with  a  reduced  estate 
tax  bite. 

Traditionally,  many  small  business- 
es operate  as  S  corporations  (the  S 
refers  to  a  subchapter  of  an  early  tax 
code).  S  corporations  offer  business 
ow  ners  the  same  limited  liability  that 
ordinan'  corporations  enjoy  under 
state  law,  while  giving  those  owners 
most  of  the  federal  tax  benefits  of  a 
partnership.  The  benefit  in  question  is 
mainly  this:  not  having  the  double 
burden  of  income  taxation  that  a  firm 
like  General  Motors  incurs,  once  at 
the  corporate  level  and  again  as  profits 
are  passed  out  to  shareholders  as  divi- 
dends. In  S  corporations,  profits  are 
taxed  once,  to  shareholders,  when  the 
corporation  earns  them.  This  flow- 
through  concept  is  borrowed  from 
the  tax  code  sections  on  partnerships. 

So  why  doesn't  Helmer  Toro  run 
his  bakery  as  an  S  corporation?  Be- 
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cause  of  all  the  rules.  The  Internal 
Revenue  Service  views  S  status  as  a 
privilege,  not  a  right,  and  enforces  the 
rules.  For  instance,  subsidiaries  are 
prohibited,  as  are  corporate  and  for- 
eign shareholders. 

A  limited  partnership  avoids  many 
of  these  restrictions.  A  small-business 
limited  partnership  often  has  one  gen- 
eral partner  (say,  the  founder),  who 
runs  the  business,  plus  any  number  of 
limited  partners.  As  often  as  not,  these 
limited  partners  are  relatives,  and 
some  or  all  of  them  may  work  for  the 
partnership  as  employees.  The  gener- 
al partner  can  have  a  tiny  equity  own- 
ership (say,  1%)  while  retaining  con- 
trol and  deciding  how  much  cash  goes 
to  the  limited  partners.  This  often 
assuages  parents  worried  about  spoil- 
ing their  kids — or,  worse,  getting 
booted  out  by  their  kids. 

One  big  difference  from  an  S  cor- 
poration: The  general  partner  has  un- 
limited liability  for  partnership  debts. 
(Somebody  trips  over  a  bagel,  files 
suit  in  Texas,  and  gets  a  $35  million 
punitive  damage  award.)  Here's  how 
to  curtail  that:  The  founder  creates 
and  wholly  owns  a  corporation  to 
serve  as  the  general  partner.  As  long  as 
the  corporation  has  some  capital  and 
is  more  than  a  shell,  it  should  shield 
the  founder  from  liability,  says  New 
York  lawyer  Bruce  A.  Rich,  who 
helped  draft  the  state's  limited  part- 
nership laws. 

Toro,  now  43,  formed  H&H  Bagels 
in  1972  as  an  S  corporation.  In  1989 
he  put  the  enterprise  into  a  limited 
partnership.  He  later  created  three 
other  limited  partnerships — one  each 
for  the  operation  of  a  new  bakery  he  is 
building,  the  real  estate  at  the  new 


bakery,  and  the  H&H  trademark.  Toro 
formed  a  corporation  he  owns  to  be 
the  general  partner  and  5%  owner  ol 
each  L.P.  The  other  95%  is  owned  by 
his  wife,  Amy. 

Toro  paid  no  capital  gain  tax  on  the 
corporation's  now  valuable  assets 
when  the  L.P.s  were  created.  That's 
because  the  tax  code  doesn't  consider 
such  a  change  in  the  form  of  business 
to  be  a  taxable  event.  He  paid  no  gift! 
tax  on  the  transfer  to  his  wife  because 

Forbes  ■  June  21,  1993 


he  marital  deduction  is  unlimited. 

Toro's  two  children  are  both  under 
t  years  old.  When  it  comes  time  to 
tart  worrying  about  estate  planning, 
fbro  should  be  well  fixed.  He  can 
;radually  convey  ownership  interests 
o  his  children  without  running  up  a 
ax  bill.  For  now,  at  least  (there's  talk 
in  Congress  of  changes),  a  couple  can 
t,ive  $20,000  worth  of  property  a  year 
b  each  child,  free  of  gift  and  estate  tax 
nd  without  eating  into  their  lifetime 


$1 .2  million  of  gift/estate  tax  exemp- 
tions. Since  many  businesses  grow  in 
value  over  time,  early  transfers  can 
allow  those  assets  to  appreciate  un- 
taxed in  the  next  generation.  As  with 
gifts  of  S  corporation  stock,  gifts  of 
partnership  interests  don't  trigger  an 
immediate  capital  gains  tax. 

It  gets  better.  You  may  have  heard 
of  estate  freezes,  which  are  maneuvers 
in  which  a  corporation  owner,  still  in 
his  prime,  gives  away  shares  in  order 


to  avoici  estate  taxes  down 
the  road.  Congress  has 
made  those  freezes  very 
hard  to  pull  off  when  they 
involve  corporations  and 
shares  of  stock.  But  the  new 
rules  can  be  mitigated  with 
carefully  constructed  family 
partnerships. 

Also:  Shares  in  partner- 
ships, just  like  stakes  in  cor- 
porations, can  benefit  from 
the  minority-discount  play. 
In  this  maneuver,  the 
founder  carves  up  a  busi- 
ness so  that  no  one  person 
has  majority  equity.  The  re- 
sult is  that  transferred  inter- 
ests are  valued  for  tax  pur- 
poses at  a  steep  discount — 
as  much  as  60% — to  their 
proportional  interest  in  the 
whole  enterprise's  value 
(Forbes,  Mar.  1).  Caution: 
To  foil  the  taxman  here, 
you  have  to  pony  up  a  non- 
tax reason  for  creating  the 
partnership.  "You  don't 
need  much  of  a  reason," 
says  Houston  lawyer  S. 
Stacy  Eastland.  Business  ef- 
ficiency will  do. 

Partnership  agreements 
can  be  drafted  to  render  a 
partner's  interest  nearly 
worthless  to  a  divorcing 
spouse  or  creditor.  Says 
William  Raby,  a  Tempe, 
Ariz.  CPA:  "A  creditor 
might  end  up  with  some- 
thing that  doesn't  generate 
cash  flow,  can't  be  sold, 
can't  be  borrowed  against 
and  might  stick  him  with 
phantom  income  and  real 
taxes." 

Attention  is  turning  to  a 
new  form  of  business  orga- 
nization: limited  liability 
companies,  taxed  like  a  partnership 
but  having  no  member  with  unlimit- 
ed liability.  Half  the  states,  not  includ- 
ing New  York,  now  allow  them,  but 
experts  expect  virtually  all  states  will 
eventually  adopt  enabling  legislation. 

It's  hard  keeping  a  family  business 
in  family  hands  from  one  generation 
to  the  next.  Given  the  current  drift  in 
tax  rates,  it's  going  to  get  harder,  so 
entrepreneurs  have  to  look  at  every 
defensive  maneuver  available.  WM 
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MONEY  GUIDE 


One  of  the  reasons  some  people  take  side  jobs 
is  for  the  wonderful  tax  avoidance  opportunities. 
Here's  a  brief  guide  to  the  possibilities. 

Moonlighter's 
delight 


By  Suzanne  Oliver 

If  YOU  know  anything  about  individ- 
ual retirement  accounts,  you  probably 
know  that  you  can't  make  a  deduct- 
ible IRA  contribution  if  your  salary  is 
fairly  high  and  you're  already  covered 
by  any  kind  of  retirement  plan.  So  get 
a  load  of  this  deal.  Jean-Louis  Briaud 
is  a  civil  engineering  professor  at  Tex- 
as a&m  University.  Like  most  academ- 
ics, he  has  a  retirement  plan, 
and  his  adjusted  gross  income 
is  above  the  S50,000  limit. 

Still,  this  April  Briaud 
plunked  a  tax-deductible 
S3, 516  into  an  IRA  at  the  Chi- 
cago-based  Acorn  Interna- 
tional mutual  fund. 

How  did  Briaud  pull  that 
off?  The  ira  was  of  a  special 
kind — a  "simplified  employee 
pension"  ira.  It's  available  to 
self-employed  moonlighters. 
In  Briaud's  case  the  contribu- 
tion represented  a  percentage 
of  the  money  he  made  last  vear 
working  on  the  side  as  a  con- 
sultant on  the  Superconducting  Su- 
per Collider. 

There  are  three  reasons  to  moon- 
light. One,  you  need  the  money. 
Two,  you  need  to  have  something 
going  in  case  you  get  canned.  Three, 
vou  get  certain  tax  advantages. 

The  SEP-IRA  is  one  of  those  tax 
advantages.  If  you  have  self-employ- 
ment income,  you  can  create  one  of 
these  accounts  and  make  annual  tax- 
deductible  contributions  of  up  to 
13.0435%  of  your  net.  The  maximum 
annual  contribution  is  S30,000,  for 
people  who  net  S2 30,000  or  more 
from  self-employment. 

Anyone  with  self-employment  in- 
come can  set  up  a  retirement  account 


for  that  income.  Likely  candidates  are 
corporate  directors,  doctors,  lawyers, 
consultants,  authors  and  anyone  who 
does  freelance  work.  The  adjusted 
gross  income  limits  of  the  traditional 
ira  don't  apply. 

The  SEP-IRA,  in  effect,  is  a  cross 
between  an  ordinary  ira  and  a  Keogh. 
Keogh  retirement  plans  are  popular 


with  full-time  lawyers,  dentists  and 
other  self-employed  workers.  Keoghs 
offer  certain  advantages  over  seps,  in 
contribution  limits  and  in  w  hat  hap- 
pens to  the  money  w  hen  it  is  with- 
drawn. But  Keoghs  have  one  big 
draw  back:  Thev  require  actuarial  re- 
ports and  complicated  legal  docu- 
ments, so  that  keeping  one  going  can 
run  vou  S500  a  vear  or  more  in  fees. 
Not  worth  it  for  a  S 1 0,000  consulting 
assignment  out  of  which  vour  contri- 
bution is  going  to  be  only  SI, 304. 

A  SEP  IRA,  on  the  other  hand,  looks 
pretty  much  like  any  other  ira,  and  so 
can  be  set  up  cheaply  through  no-load 
mutual  fund  companies  such  as  Van- 
guard, Fidelity,  T.  Rowe  Price  and 


Twentieth  Century,  and  discount 
brokers  such  as  Charles  Schwab.  Fen 
run  $10  to  S30  a  year  and  are  ofter)| 
w  aived  on  moderately  large  accounts 
Like  a  traditional  IR\,  a  SEP  may  be} 
established  up  to  Apr.  15  or  the  da\ 
on  which  you  file  your  tax  return  for  2 
particular  tax  year.  Like  a  Keogh,  a  SEI 
plan  must  include  employees  as  well  aj 
the  boss. 

Contributions  to  your  SEP-IRA  oi 
Keogh  don't  affect  most  corporate 
pension  plans,  savs  Andrea  Derrig,  i. 
CPA  at  Thompson,  Derrig  8c  Slovacd 
in  Bryan,  Tex.  Thus,  you  could  be 
maxing  out  your  40 1 1  k  |  deduction  o; 
S8,994  at  the  office  this  year  and  still 
be  eligible  for  a  S2,609  SEP  deduction 
for  your  S20.000  sideline. 

What  other  goodies  do  moonlight- 
ers get?  If  you  use  a  car,  computer  ot 
other  expensive  tool  in  your  moon- 
lighting job,  you  can  claim  a  Section 
179  deduction.  This  code  section  al- 
lows you  to  expense — w  rite  off  in 
full  the  year  it  is  bought — any  capita 
equipment,  up  to  a  S10,00( 
maximum.  For  computers  anc 
cars  the  deduction  is  also  limit 
ed  to  the  net  profit  you  would 
have  reported  w  ithout  the  de 
duction,  but  the  unused  pot 
tion  can  be  carried  forw  ard 
Note:  The  tax  bill  recently  be 
fore  the  House  proposed  kick 
ing  the  179  maximum  up  tt 
$25,000. 

Another  advantage  to  beinjj 
self-employed  is  that  all  man 
ner  of  things,  such  as  unreim 
bursed  business  meals,  profes 
sional  dues  and  ( w  ithin  limits 
home  office  expenses,  can  b« 
claimed  on  your  Schedule  C  report  o 
self-employment  income.  Withou 
the  side  income,  many  of  these  write 
offs  would  be  either  not  permitted  o 
subject  to  a  2%-of-gross-income  floo 
that  renders  them  useless  for  mos 
taxpayers. 

Want  to  know  more?  Read  irs  pub 
lications  334,  "Tax  guide  for  smaj 
business";  560,  "Retirement  plan 
for  the  self-employed";  and  590 

"IRAS." 

One  last  question:  Why  13.0435% 
Whv  not  1 3%?  Our  best  explanation  i 
that  Congress  is  trying  to  boost  th« 
selF  employment  income  of  tax  ac; 
countants.  Helps  the  economy  o 
something.  I 
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WW  you  kad  a  hundred 
tkings  to  do,  you  still  found  time 
to  look  into  INVE  SCO's 
Financial  Emerging 
Growtk  Fund. 

And  now  your  daily  to-do  list 
is  down  to  just  18. 


Imagine  getting  in  on  the 
ground  floor  of  something  hig.  Like 
when  a  small  company  develops  a 
new  product.  Or  moves  into  a  new 
geographical  market  With 
INVESCO's  Emerging  Growth 
Fund  you  could.  While  past 
performance  is  no  guarantee  of 
future  results,  by  investing  fori  ong- 
term  capital  growth  from  equity 
investments  in  companies  with 
market  capitalizations  of  less  than 
million,  this  aggressive  fund 
returned  18.96%.  That  easily 
outpaced  the  9.52%  of  the  D  ow 
Jones  Industrial  Average  for  the  one 
year  period  ended  3/31/93.  That 
type  of  performance  had  Emerging 
Growth  also  identified  as  one  of  the 
"top  ten  performing  small  company 
stock  funds"  hy  Investment  Advisor 
magazine. 

As  even'  investor  knows, 
anytime  you  seek  higher  rewards, 
you  assume  higher  risks.  While  this 
Fund  may  not  he  for  everyone,  it 
can  play  an  important  role  in  a  well- 
diversified  portfolio. 

The  Emerging  Growth  Fund 
is  one  o  ftl  le  smart  choices  fro  m 
I  NYE  SCO,  investment  advisers 
for  over  60  years  and  part  of  the 
$60  billion  INVESCO  global 
investment  management  network, 
^o  put  "call  for  more  information" 
on  your  to-do  list  today,  and  tell 
three  of  your  friends  about 
INVESCO's  Emerging  Growth 
Fund.  It'll  make  it  easier  to  work  up 
a  foursome  in  the  future. 


INVESCO's  Financial 
Emerging  Growth  Fund 

Annualized  Return  Through  March  31,  1993 

One  Year 

18.96% 

Since  Inception 

20.73% 

INVESCO 
FUNDS  GROUP 

^/       Manage*  ot  Tw  Financial  Fundi 

Just  one  of  the 
smart  choices  you've  made. 

1-800-525-8085 


pnes  Industrial  Average  is  an  unmanaged  index  of  stocks  considered  to  be  representative  of  the  stock  market  in  general.  The  February  1993  issue  of  Investment  Advisor  magazine  ranked  the  Fund  7th  out  ot  92  total  hinds  which 
Ismail  companies  (as  determined  cither  by  small  market  capitalizations,  sales  or  assets)  for  the  one  year  period  ended  12/31/92.  Total  return  assumes  reinvestment  ot  all  dividend  and  capital  gain  distribuuons  tor  the  periods 
nvestment  return  and  principal  value  wiil  fluctuate  so  that,  when  redeemed,  an  investor's  shares  may  be  worth  more  or  less  than  their  original  cost.  For  more  complete  information,  including  management  lees  and  expenses,  call 
a  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  INVESCO  Funds  Group,  Inc.,  Distributor. 


You  probably  have  a  homeowner's  insurance  policy. 
But  do  you  know  what  it  covers?  It  will  pay  you 
to  read  the  darn  thing  and  find  out. 

There's  a  horse 

in  my  swimming  pool 


By  Carolyn  T.  Geer 

If  you  own  a  house,  two  things 
arc  probably  true.  1 )  You  have  a 
homeowner's  insurance  policy.  2) 
You  have  not  the  foggiest  idea 
w  hat  it  covers. 

Are  you  covered  against  pipe 
freezing:  How  about  water  heater 
explosion?     Accidental  damage 
caused  bv  your  12-year-old  to  a 
neighbor's  plate  glass  window? 
( Probably  yes,  on  ail  three  scores.) 
Volcanoes?   (Maybe.)  Earthquakes, 
floods,  mudslides?  (Almost  certainly 
not,  unless  you  asked,  and  paid  extra, 
for  such  coverage.) 

Until  the  mid-1950s  homeow  ners 
bought  separate  policies  to  insure 
against  tire,  windstorm,  burglarv, 
theft  and  liability  claims.  Then  insur- 
ers developed  package  policies  that 
insure  against  a  range  of  risks,  and  for 
less  than  the  cost  of  separate  policies. 
Over  the  years  companies  have  fine- 
tuned  the  mix  of  coverages  in  the 
package.  A  recent  refinement  is 
to  exclude  "contamination," 
which  gets  insurance  companies 
oft  the  hook  for  all  manner  of 
environmental  hazards. 

Result:  "Todav's  homeown- 
er's policy  is  the  most  complex 
package  policy  that's  written," 
says  Judi  Snelson,  an  insurance 
agent  in  Charlotte,  N.C. 

So  what  does  your  homeow  n- 
er's policy  cover?  And  what 
doesn't  it  cover?  The  table  oppo- 
site lists  20  items  to  think  about. 
And  then  there  are  the  things  you 
might  not  think  about.  Here- 
with, an  assortment  of  somewhat 
unusual  claims  made  against  vari- 
ous carriers,  and  how  they  were 
resolved. 


Raining  cats  and  dogs.  A  New  Jer- 
sey man  filed  this  claim  after  last  year's 
northeaster.  His  garage  had  flooded 
and  his  dog  was  locked  inside.  The 
dog  survived,  but,  it  seems,  he  hasn't 
been  the  same  since.  Would  the  insur- 
ance company  cover  the  damage  to 
the  garage — around  S4,000  worth — 
and,  more  important,  would  it  pav  for 
a  psychiatrist  for  the  dog? 

No  to  both  came  the  answer.  For 
one  thing,  the  standard-issue  home- 
owner policy  excludes  damage  from 


floods  and  earthquakes.  If  you  liv 
in  a  flood  or  earthquake  zone,  yoi 
can  buy  a  separate  policy  Iron 
either  the  federal  government  (ii 
the  case  of  flood  insurance)  or 
private  carrier  (in  the  case  of  earth 
quake  insurance ).  As  for  the  shrin 
for  Rover,  domestic  animals  ar 
not  covered  property,  says  Robet 
Sullivan,    director    of  propert 
claims  for  Aetna  Life  &  Casualty. 
What  a  dump.  Jerry  Hargrove,  ai 
independent  agent  in  Roswell,  Ga 
and  president  of  the  National  Associa 
tion     of    Professional  Insuranc 
Agents,  received  a  call  from  a  custom 
er  earlv  one  Saturdav  morning.  Th 
policyholder's  teenage  son  had  bee 
King  on  a  sofa  in  the  basement  th 
night  before  when  an  explosion  thre> 
him  clear  across  the  room.  The  bp 
was  fine,  but  the  house  was  destroye 
in  the  ensuing  fire.  At  first  authoritic 
suspected  the  boy  had  been  free 
basing  cocaine.  Finallv  it  was  cli 
covered  that  the  house  had  bee- 
built  on  a  pile  of  trash.  Over  th 
years,  methane  gas  had  built  u 
and,  ignited  somehow,  cause 
the  blast. 

The  insurer  paid  for  the  cost  < 
rebuilding  the   house,  aroun 
I    S 1 40,000.  But  the  policyhoidei 
had  to  foot  the  excavation  bil 
1     Standard  homeowner  policies  £1 
elude  "land  disturbance." 

Who's  been  sleeping  in  my  bee 
Another  policyholder  returne 
to  his  home  in  upstate  New  Yor 
to  find  he'd  been  visited  by 
deer.  "It  was  like  the  thrfi 
bears,"  says  Marie  Rizzi,  a  clain 
manager  for  Marsh  &  McLer 
the  international  insurant. 


nan. 
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roker.  Only  this  visitor  did  about 
10,000  worth  of  damage  to  the 
lace,  entering  and  exiting  through 
icture  windows,  tearing  up  furniture 
nd  kicking  holes  in  walls. 

The  loss  was  covered  because  the 
omeowner  had  a  so-called  open  per- 
s  policy.  Such  policies — also  known 
s  "all  risk"  policies — cover  all  perils 
xcept  those  specifically  excluded 
typically  flood,  earthquake,  war  and 
uclear  accident,  among  others).  A 
named  perils'"  policy  insures  only 
le  dozen  or  so  risks  listed  in  the 
olicy.  These  generally  include  fire, 
left  and  falling  objects,  but  not  "un- 
lvited  animal  visitors.'"  Open  perils 
olicies  sell  for  around  5%  to  15% 
lore  than  named  perils  policies,  but 
ley  can  be  well  worth  the  extra  mon- 
y.  Too  expensive?  Consider  raising 
our  deductible  to  pay  for  a  more 
lclusive  policy.  Note:  Mammals  are 
ne  thing,  but  it's  impossible  to  get 
overage  against  damage  by  insects, 
irds  or  rodents. 

I  ran  into  a  house.  "Usually  people 
ill  me  and  say  'I've  totaled  my  vehi- 
le,'  "  says  Lois  VanHorn,  an  inde- 
endent  insurance  agent  in  Athens, 
ia.  Imagine  her  surprise  when  a  cus- 
jmer  called  to  say  he'd  totaled  a 
ouse.  It  seems  this  fellow  was  driving 
is  pickup  at  4  a.m.,  failed  to  negoti- 
te  a  curve  in  the  road  and  plowed 
lto  the  side  of  a  house,  right  where 
le  gas  meter  was.  The  driver  was 
ninjured,  but  a  fire  erupted.  The  six 
eople  sleeping  in  the  house  awoke 
'hen  the  heat  caused  some  shotgun 
lells  in  the  basement  to  go  off.  Ev- 
ryone  escaped  before  the  house 
urned  to  the  ground.  Damages, 
175,000. 

In  this  case,  the  driver's  auto  insur- 
r  paid  out  $25,000,  the  policy  limit, 
'he  homeowner's  property  insurer 
nted  up  the  rest,  then  went  after  the 
river  to  recover,  only  to  find  that — 
lrprise! — the  driver  had  left  town. 

Target  practice.  A  North  Carolina 
lan  was  taking  target  practice  at  his 
)cal  gun  range  when  suddenly  nature 
ailed.  "I'll  never  figure  out  what 
ossessed  him,  but  he  went  around 
ehind  the  target  and  proceeded  to 
;lieve  himself  and  got  his  rear  end 
eppered,"  says  Judi  Snelson,  the 
iharlotte,  N.C.  agent  whose  custom- 
f  was  the  unwitting  shooter.  The 
ictim    recovered    but    racked  up 


$4,000  in  medical  bills,  which  were 
covered  by  Snelson's  customer's 
homeowner  policy.  How  come?  Ev- 
ery homeowner  policy  has  a  liability 
section  that  covers,  among  other 
things,  the  medical  bills  of  someone 
injured  on  your  property,  or  someone 
injured  elsewhere  by  you  or  a  relative 
or  pet  that  lives  with  you.  The  cover- 
age is  provided  up  to  a  maximum 
dollar  amount,  without  regard  to 
fault,  but  excludes  intentional  acts. 

There's  ahorse  in  my  swimming  pool. 
A  North  Carolina  family  awoke  one 
morning  to  find  a  neighbor's  horse 
taking  a  dip  in  their  swimming  pool. 
The  horse  was  okay,  but  caused  sever- 
al thousand  dollars'  worth  of  damage 
to  the  pool.  The  neighbor's  home- 
owner policy  paid  for  the  repairs. 


Reason:  Homeowner  liability  cover- 
age generally  extends  to  damage  acci- 
dentally caused  by  the  policyholder,  a 
family  member  or  pet  to  someone 
else's  property. 

The  house  was  a  pigsty.  A  Texas 
farmer's  pigs  broke  out  of  their  pen, 
wandered  into  his  house  and  wrecked 
the  place.  Coverage  denied.  Home- 
owner policies  exclude  damage  done 
to  your  own  property  by  your  own 
pets.  "If  the  pigs  had  destroyed  his 
neighbor's  house  [the  farmer's] 
homeowner  policy  would  have  paid," 
says  Joe  McMullan  of  Bandera,  Tex., 
the  farmer's  insurance  agent. 

Love  unrequited.  A  Florida  man 
filed  a  claim  when  his  ex- girlfriend 
failed  to  return  the  $10,000  engage- 
ment ring  he'd  given  her.  He  called  it 
a  theft,  recalls  Matthew  Gracey  Sr.  of 
Delray  Beach,  Fla.,  the  fellow's  agent. 
The  insurer  disagreed,  saying  the  ring 
was  freely  given,  and  challenged  the 
would-be  groom  to  prove  otherwise 
in  court.  If  you  win,  the  insurance 
company  said,  we'll  pay  your  legal 
costs.  The  man  withdrew  the  claim. 

The  point  of  this  story  is  this:  It'll 
be  boring,  but  read  your  policy.  Then 
ask  yourself:  Does  it  cover  all  the 
things  likely  to  happen  to  you?  H 


Are  you  covered  for . . . 


Named  perils 

Open  perils 

policy 

policy 

Replacement  cost  of  dwelling1 

yes 

yes 

Replacement  cost  of  contents2 
Flood3 

no 

no 

no 

no 

Chemical/paint  spills 

no 

yes 

Earthquake 

no 

no 

Breakage 

no 

yes 

Additional  living  expenses4 

yes 

yes 

Lock  replacement 

no 

yes 

Vandalism5 

yes 

yes 

Damage  from  wild  animals 

no 

yes6 

Backed-up  sewers/drains 

no 

no 

Blood  stains 

no 

yes 

Motorized  recreational  vehicles 

no 

no 

Workers'  compensation7 

no 

no 

Scorching  without  fire 

no 

yes 

Trees/shrubs/plants8 

$500 

$500 

Business  property  at  home 

2,500 

2,500 

Business  property  away  from  home 

250 

250 

Credit/bank  cards 

500 

500 

Jewelry  and  furs9 

1,000 

1,000 

Note:  The  dollar  limits  shown  above  apply  to  the  base  policy  only.  In  many  cases,  endorsements  may  be  purchased  to 
increase  coverage.  'Provided  you  insure  for  at  least  80%  of  house's  replacement  value.  2Would  be  reimbursed  for 
actual,  depreciated  value.  Available  from  federal  government  if  you  live  in  flood  zone.  "Generally  limited  to  20%  of 
coverage  on  dwelling.  5Except  for  dwellings  vacant  30  days  or  more.  Excluding  insects,  rodents  or  birds.  'Except  in 
New  Hampshire,  New  Jersey  and  New  York,  where  coverage  is  mandatory;  limited  medical  treatment  in  other  states.  Ex- 
cludes damage  from  hurricane,  windstorm  or  hail.  9Theft  limitation  only.  Source:  Allied  Assurance. 

A  growing  number  of  consumers  are  unsure  about  what's  covered. 
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Are  you  carrying  more  disability  insurance  than  you  need? 
Here's  how  to  tell. 

Overloaded? 


Bv  Carolyn  T.  Geer 


YOU'VE  heard  the  scare  stories. 
You're  injured  in  a  horrible  accident, 
or  stricken  with  some  terrible  illness. 
You  can't  w  ork  for  years,  maybe  even 
the  rest  of  your  life.  Health  insurance 
might  cover  the  doctors1  bills.  But 
who  will  make  the  mortgage  pay- 
ments? Conclusion:  You  need  disabil- 
ity insurance. 

Or  do  you?  We'd  like  to  advance 
the  radical  notion  that  cer- 
tain people  shouldn't  buy 
disability  insurance. 

If  you  are  an  insurance 
salesman,  you  are  no  doubt 
already  booting  up  your 
w  ord  processor  to  send  an 
angry  letter  to  this  maga- 
zine's Readers  Say  page. 
But  hear  us  out  first.  The 
category  of  people  who 
should  go  bare  in  disability 
coverage,  although  careful- 
ly circumscribed,  may  be 
nonetheless  a  significant 
number  of  Forbes  readers. 

You  don't  need  to  buy 
disability    insurance,  we 
submit,  if  you  meet  all  four  y 
of  these  criteria: 

■  You  have  a  spouse  w  ith  a 
good  career. 

■  You  have  a  lot  of  sav- 
ings— at  least  three  times 

your  family's  annual  spending  (not 
counting  taxes). 

■  You  are  the  Louis  Gerstner  person- 
ality type — the  kind  of  person  w  ho 
w  ould  cheek  himself  out  of  a  hospital 
early  in  order  to  get  back  to  the  office. 

■  You  have  no  reason  to  think  that 
you  have  a  higher  than  average  likeli- 
hood of  succumbing  to  a  crippling 
disease  ( such  as  aids  or  certain  genetic 
disorders). 

This  is  not  to  guarantee  that  if  you 
fit  neady  into  all  four  categories  vou 
will  never  regret  not  buying  disability 
insurance.  A  month  after  canceling: 


multiple 
up  your 


your  policy,  you  may  get 
sclerosis  and  have  to  give 
career  as  a  surgeon. 

Our  argument,  rather,  is  that  peo- 
ple who  have  other  means  of  support 
won't  get  enough  value  from  a  dis- 
ability policy  to  make  it  a  compelling 
buy.  They  should  seriously  consider 
doing  without  the  policy  and  putting 
the  large  sums  they  save  toward 


life's  other  risks — for  example,  the 
risk  of  having  too  little  money  to  live 
comfortably  after  retirement  (see 
sto)y,p.  176). 

How  large  are  disability  premiums? 
Yen'.  For  a  45-vear-old  marketing 
executive  earning  SI 00,000  a  year,  a 
policy  that  would  pay  S4,800  a 
month,  with  a  cost-of-living  escala- 
tor, beginning  90  days  after  a  disabil- 
ity and  continuing  to  age  65,  could 
earn-  a  premium  of  S2,200  a  year. 

And  how  great  are  vour  risks?  First, 
let's  examine  your  chance  of  becom- 
ing disabled  during  vour  working  life. 


Actuaries  Milliman  &  Robertson  pre 
diet  that  34%  of  all  45-year-olds  wil 
be  disabled  for  at  least  three  month 
sometime  before  they  turn  65.  Prett 
scan*.  But  these  statistics  lump  co3 
miners  together  w  ith  corporate  chief- 
tains. For  white-collar  npes — doc 
tors,  lawyers,  accountants  and  si 
on — the  long-term  disability  rate  i 
only  18%,  notes  David  Scarlett,  a  Mil 
liman  &  Robertson  disabil 
ity  expert. 

Next,  consider  what's  in 
eluded  in  that  18%  rate,  j 
lot  of  it  is  for  vague,  hard 
to-disprove  disability.  Bac 
pain  and  mental  and  nen 
vous  conditions  alone  mak 
up  about  14%  of  all  w  hite 
collar  claims,  and  the  latte 
are  the  fas  test- growing  c 
all  major  disability  claims 
"Disability  claims  are  ver 
subjective,"  says  Josep: 
Gagliano,  a  vice  presiden 
at  Paul  Revere  Insuranc 
Group.  "What's  a  legiti 
mate  disability  for  one  per 
son  is  not  for  another." 

Take  back  pain:  "On 
person  just  may  not  be  abl 
to  cope  with  it  and  anothe 
w  ill  be  able  to  live  throug 
it,"  says  Gagliano.  Job  sat 
istaction,  it  seems,  has  something  tj 
do  with  it;  studies  have  shown  xhs 
people  who  hate  their  jobs  are  mor 
likely  to  file  back-related  worker; 
compensation  claims  than  peopl 
who  are  content. 

Under  our  assumptions,  you  are 
driven,  conscientious  worker  wh 
\\  (  >n't  be  filing  any  of  those  claims.  S' 
if  you  buy  a  policy,  you  aren't  ju; 
paying  for  your  own  actuarial  risk: 
you  are  carrying  malingerers,  too.  E> 
aggerated  claims,  even  out-and-ot 
fraudulent  claims,  are  a  serious  prob 
lem  for  disabilitv  carriers.  The  indu< 
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We  believe  a  bank  should  be  built  like  a  ship, 
strong  enough  to  weather  the  worst  storm. 


At  Republic  National  Bank,  we've  struc 
tured  ourselves  to  stay  afloat  in  a  turbu 
lent  economy. 

Focused  on  protecting  our  clients'  funds 
whatever  the  state  of  the  economy,  we've 
built  a  stalwart  bank  with  a  policy  of 
strong  capitalization,  superior  liquidity, 
diversification,  and  profitability. 

In  today's  rough  economic  climate, 
we've  stayed  our  course  to  keep  Republic 
strong.  As  noted  by  Alex  Brown  &  Sons 
Incorporated:  "Republic  has  maintained 
the  focus  on  its  hallmark  traits  of  extreme 


om  the  collection  of  Republic  National  Bank  of  New  York.  ©Republic  National  Bank  of  New  York  1993. 


balance  sheet  integrity  and  excellent 
productivity." 

For  more  information  about  Republic 
National  Bank  of  New  York,  write  for  our 
latest  Quarterly  Report  to:  Information 
Center,  Republic  National  Bank  of  New 
York,  Fifth  Avenue  at  40th  Street,  New 
York,  NY  10018.  Or  call  (  212  )  221-6056. 
Outside  New  York  City  (800)  REPUBLIC. 


REPUBLIC 
NATIONAL  BANK 
OF  NEW  YORK 


NEW  YORK  •  GENEVA  •  TOKYO  •  LONDON  •  ZURICH  •  LUGANO  •  LUXEMBOURG  •  PARIS  •  MONTE  CARLO  •  GIBRALTAR 
ULAN  •  GUERNSEY  •  BEIRUT*  MIAMI  •  LOS  ANGELES  •  BEVERLY  HILLS  •  NASSAU  •  CAYMAN  ISLANDS  •  MONTREAL  •  SINGAPORE  •  HONG  KONG 
TAIPEI  -  JAKARTA  •  BEIJING  •  MONTEVIDEO  •  PUNTA  DEL  ESTE  •  BUENOS  AIRES  •  SANTIAGO  •  MEXICO  CITY  •  CARACAS  •  RIO  DE JANEIRO 


For  aggressive  investors  like 
me,  Latin  America  is  a 
dynamic  opportunity. " 

In  Latin  America,  major  economic  and  political  changes  are 
opening  new  investment  opportunities.  If  you'd  like  to  be  part  of 
them,  consider  Scudder  Latin  America  Fund  —  the 
nation's  first  pure  no-load1™  fund  to  invest  in  Latin 
America.  Designed  for  aggressive  investors  who  seek 
above-average  growth  over  the  long  term,  the  Fund  also 
involves  above-average  risk,  including  currency  ex- 
change fluctuation  and  emerging  market  volatility. 
Helping  to  reduce  that  risk  is  the  extensive  Latin 
American  investing  experience  of  the  Fund's 
adviser,  Scudder,  Stevens  &  Clark.  Call  today 
for  a  free  information  kit* 

Scudder  Latin  America  Fund 
1-800-225-2470  ext.  4158 

SCUDDER 


America's  First 
Family  of  No-Load  Funds 


*The  free  kit  includes  a  prospectus  with  more  complete  information  on  management  fees  and  other  expenses, 

including  the  Fund's  2%  redemption  or  exchange  fee  paid  to  the  Fund  for  shares  held  less  than  one  year. 
This  fee  may  be  modified  in  the  future.  Please  read  the  prospectus  carefully  before  you  invest  or  send  money. 


Vanguard  Intermediate  Term  Portfolio 

HOW  TO  GET  HIGHER 
TAX-FREE  INCOME  PUIS 
LESS  PRICE  VOLATILITY. 


Are  you  seeking  a  tax-free  invest- 
L  ment  that  offers  attractive 
current  income  and  relative  capital 
stability?  If  so,  consider  Vanguard 
Municipal  Bond  Fund's  Intermediate- 
Term  Portfolio. 

Its  7-12  year  average  maturity 
offers  the  potential  for  higher  yields 
than  the  Fund's  shorter-term  Portfo- 
lios but  with  less  price  volatility  than 
those  with  longer-terms.  Of  course, 
short-term  portfolios  have  less  vola- 
tility while  longer-term  portfolios 
have  higher  yields. 

To  help  reduce  credit  risk  expo- 
sure, at  least  95%  of  the  Portfolio's 
holdings  have  a  minimum  rating  of 
'A"  by  Moody's  or  Standard  &  Poor's. 


The  Portfolio  also  maintains 
very  low  operating  costs— 0.23%  of 
1%  for  fiscal  1992,  compared  to  0.86% 
for  the  average  municipal  bond  fund? 
Lower  costs  mean  higher  income 
over  time,  all  things  being  equal. 

Minimum  initial  investment  in  this 
no-load  portfolio  is  $3,000. 
*Lipper  Analytical  Services 

Call  1-800-523-9886 

For  A  Free  Information  Kit 

The  Kit  includes  a  prospectus  with  more  com- 
plete information  on  advisory  fees,  distribution 
charges,  and  other  expenses.  Please  read  it  care- 
fully before  you  invest  or  send  money  Vanguard 
Marketing  Corp.,  Distributor. 
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try's  response  is  to  be  more  selective 
about  its  customers  and  to  tighten  up 
claims  handling.  Yours,  perhaps, 
should  be  to  stop  buying. 

What  else  is  your  premium  dollar 
paying  for?  There  are  corporate  ex 
penses  such  as  advertising  and  over 
head;  agents'  commissions  that  eat  up 
perhaps  22%  of  premiums  earned;  and 
the  cost  of  evaluating  claims. 

Add  it  up,  and  you  can  expect  a 
payback  of  only  55  cents  on  the  pre- 
mium dollar  on  the  typical  disability 
policy,  according  to  projections  by) 
the  underwriters  themselves.  And] 
that  assumes  that  you  are  of  average 
risk  for  your  profession — but  you 
know  that  your  risk  is  below  average 


If  you  buy  a  policy, 
you  aren't  just  paying 
for  your  own  actuarial 
risks;  you  are  carrying 
malingerers,  too. 
Exaggerated  claims, 
even  out-and-out 
fraudulent  claims,  are 
a  serious  problem  for 
disability  carriers. 


Now  consider  the  value  of  the  pay- 
off. If  you  are  indeed  disabled  by 
disease  or  injury,  then  you  might  have 
to  forgo  a  vacation  or  two  and  maybe 
trade  down  to  a  smaller  house,  but) 
you  certainlv  won't  end  up  on  the 
streets.  And  remember,  you  might 
have,  besides  your  spouse's  income  to 
fall  back  on,  at  least  some  disability 
insurance  through  your  employeifj 
group  plan. 

If  you  don't  have  the  discipline  tc 
save,  maybe  you  need  a  disability  poli- 
cy. Or  maybe  you  are  the  worrying 
sort;  for  you  the  cost  might  be  worth 
it  in  peace  of  mind.  "Others  saw  'I 
don't  want  to  be  forced  to  make 
major  changes  in  my  lifestyle,'  "  says 
David  Bohl,  a  personal  financial  plan- 
ner and  insurance  expert  in  Arthui 
Andersen's  Milwaukee  office. 

But  don't  overlook  the  other  haz- 
ards that  threaten  your  lifestyle.  Whal 
it  you  get  laid  off?  If  you  get  trans- 
ferred and  lose  $100,000  on  the  over- 
priced suburban  home  you  jusi 
bought?  For  a  lot  of  risks,  saving  anc 
having  money  in  the  bank  is  the  besl 
insurance  policy  of  all.  I 
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Protection  from  a 
Different  Perspective. 

A  perspective  on  business  insurance  that  comes  from  a 
combination  of  international  roots  with  national 
presence.  Strength  and  stability  with  experience  and 
innovation. 

For  protection  from  a  different  perspective,  get  behind 
the  shield. 


Royal  Insurance 


®    Your  Shield  Against  the  Unexpected. 


@  Royal  Insurance,  9300  Arrowpoint  Boulevard,  Charlotte  NC  28201-1000 


MONEY  GUIDE 


In  today's  hair-trigger  market,  the  institutions  shoot  at 
earnings  disappointments  and  ask  questions  later. 
Here's  how  to  keep  from  getting  caught  in  the  cross  fire. 

Dodging  bullets 


By  Richard  Phalon 

Carnival  Cruisk  Links  reported 
first-quarter  earnings  of  36  cents  a 
share,  up  a  decent  8%  over  last  year. 
But  that  36  cents  was  a  whole  penny 
lower  than  the  consensus  forecast,  the 
average  of  Wall  Street  estimates.  Re- 
sult: The  stock  sold  off  1 1%  on  one 
day,  to  33V8,  on  1.2  million  shares — 
six  times  its  daily  three-month  trading 
volume. 

One  day  in  April  a  Wal-Mart  fi- 
nance executive  announced 
that  same-store  sales  would 
be  up  only  7%  to  8%  this  fiscal 
year.  Wall  Street  responded 
by  knocking  $4  billion  off 
Wal-Mart's  market  value. 

It  could  be  that  too  many 
money  managers  out  there 
are  playing  an  earnings  mo- 
mentum game,  or  it  could  be 
simply  that  the  bull  market  is 
getting  old  and  brittle.  Ei- 
ther way,  stocks  are  jumpy, 
and  small  investors  who  react 
badly  to  volatility  are  in  for 
some  rough  times. 

"We're  seeing  an  increasingly 
short-term  view  on  the  part  of  many 
analysts,  and  more  volatility  than  I've 
seen  in  25  years  in  the  business,"  says 
the  investment  officer  of  one  Phila- 
delphia money  manager. 

In  high-anxiety  times  of  the  past,  it 
was  glamorous  names  like  Walt  Dis- 
ney and  Intel  that  took  the  heat.  N<  m  , 
even  no-glitz  issues  like  Louisiana- 
Pacific  and  Kimberly-Clark  can  be 
battered.  Almost  any  stock  today  can 
hit  one  of  these  air  pockets. 

Laszlo  Birinyi,  a  FORBKS  columnist 
and  trading  consultant  in  New  York, 
concludes  that  the  new  volatility'  is 
here  to  stay.  The  reason  is  structural 
changes  in  the  market.  Chief  among 
these,  says  Birinyi,  is  the  competitive 
struggle  for  quarterly  performance 
numbers  among  mutual  funds  that 


now  generate  some  35%  of  Big  Board 
trading  volume. 

Can  the  innocent,  long-term  inves- 
tor survive  in  the  midst  of  all  this 
dangerous  firepower?  Yes,  by  taking  a 
leaf  out  of  the  institutional  strategy 
manual.  Be  alert  for  early  warning 
signs,  particularly  a  couple  of  weeks 
on  either  side  of  the  end  of  each  of  the 
quarters,  when  analysts'  earnings  esti- 
mates crop  up  like  toadstools  after  a 


spring  rain. 

Some  early  warning  signs:  The 
stock  is  down  10%  or  more  from  a 
high,  suggesting  that  institutions 
with  good  profits  are  already  easing 
out  of  the  stock.  The  data  lag  by  a  full 
quarter,  but  either  check  yourself  or 
have  your  broker  check  the  pattern  of 
institutional  buys  and  sells  in  a  stan- 
dard source  like  CDA  Spectrum  13F 
Institutional  Stock  Holdings,  pub- 
lished by  the  Rockville,  Md. -based 
cda  Investment  Technologies. 

Take  a  really  good  look  at  the  ba- 
sics. Have  sales  and  earnings  growth 
slowed?  Do  quarterly  earnings  look 
good  only  because  the  comparison  is 
with  a  weak  performance  last  year? 

No  black-box  rocketry  here,  just 
grunt  work.  Look  at  how  the  Twenti- 
eth Century  funds,  a  fund  family  in 


Kansas  City,  Mo.,  went  about  easin 
out  of  several  hundred  thousan 
shares  of  Tambrands  in  January,  a) 
most  three  months  before  the  bi 
burn  on  the  stock.  The  stock  ha 
come  down  about  six  points  from  i 
high  of  69V2.  Sales  growth  slackene 
in  last  year's  fourth  quarter.  It  looks 
as  though  the  company  was  losin 
market  share  and  facing  tougher  com 
petition,  even  though  earning 
looked  okay. 

The  objective,  of  course,  is  to  g< 
out  ahead  of  the  crowd.  But  suppo*- 
you  don't.  The  stock  is  way  dowi 
and  the  institutions  are  trampling  on 
another  on  their  way  to  the  doo 
What  to  do? 

Sometimes  the  smart  thing  to  do 
to  join  the  stampede.  If  you  belie\ 
the  outlook  has  really  changed,  the 
admit  your  mistake  and  get  out  with 
deductible  capital  loss.  "Swallow  har 
and  sell,"  advises  Birinyi.  "It  ma 
seem  irrational,  but  if  you  si 
something  bad,  sell.  It  hasn 
been  the  wrong  thing  to  do. 
call  this  the  centipede  mai 
ket.  It  isn't  one  shoe  th< 
drops.  It's  hundreds 
shoes." 

If,  on  the  other  hand,  yo 
are  convinced  that  the  con 
pan}'  is  still  good  and  it  w  i 
ride  out  the  storm,  stay  pu 
Don't  sell  blindly  in  panic 
you  will  only  make  the  brc 
ker  rich  with  commissions, 
you  still  have  gains  in  th 
stock,  selling  will  only  expos 
you  to  paying  hefty  capital  gains  taxe 
and  you  may  miss  an  eventual  snap 
back.  One  of  the  few  tax  dodges  le 
to  investors  is  to  avoid  recognizin 
a  gain. 

For  any  kind  of  investor,  a  vit: 
matter  in  volatile  times  is  to  thin 
about  your  tolerance  for  losses  we 
before  they  occur.  If  you  can't  ston 
ach  a  50%  drop  in  your  growth  stoc 
portfolio,  sell  some  of  it  now  and  pi 
the  proceeds  into  a  temporary  hole 
ing  like  intermediate-term  bond 
That's  a  much  better  way  of  limitin 
risk  than  the  usual  method  favored  b 
stockbrokers,  stop-loss  orders.  Sue 
orders  cause  you  to  be  automatical! 
sold  out  of  a  stock  in  the  middle  c 
one  of  those  panics,  without  any  of 
portunity  to  judge  whether  the  mai 
ket  is  overreacting. 
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When  discounts  on  closed-end  funds  are  meager,  you  know 
:wo  things:  The  funds  aren't  great  bargains, 
and  the  stock  market  probably  is  overpriced. 

The  discount 
indicator 


Jy  Mary  Beth  G  rover 

Bargains  in  closed-end  funds  these 
lays  are  as  rare  as  champagne  at  a  frat 
>arty.  That  says  something  about 
>oth  values  in  the  funds  and  the  over- 
.11  state  of  the  market. 

In  times  past  investors  could  buy 
losed-ends  at  attractive  discounts  to 
heir  underlying  assets.  In  late  1974, 
or  example,  as  the  market  was  hitting 
>ottom,  such  excellent  funds  as  Die- 
>old  Venture  (now  Bergstrom)  Capi- 
al  and  Source  Capital  were  being 
;iven  away  for  no  more  than  half  their 
iquidating  value.  As  recently  as  five 
ears  ago  the  discount  on  domestic 
quity  funds  averaged  a  fat  13%.  To- 
lay  it's  a  measly  2%. 

Investors  wise  enough  to  buy  when 
he  discounts  were  wide  made  money 
wo  ways.  First,  the  funds'  portfolios 
ose  along  with  the  entire  stock  mar- 
;et.  Second,  the  funds'  share  prices 
limbed  to  a  higher  percentage  of  the 
•ortfolio  values. 

The  double  whammy  cuts  both 
yays,  though.  What  happens  in  a  bear 
narket?  Closed-end  buyers  lose  two 
rays.  The  portfolios  decline  in  value, 
nd  the  fund  share  prices  shrink  to  a 
mailer  percentage  of  the  underlying 
'orrfolios'  value. 

Take  a  closed-ender  with  net  asset 
lalue  of  $25  a  share  and  selling  at  a  2% 
liscount — price  $24.50  a  share.  Now 
uppose  the  market  drops  40%  and 
akes  the  net  asset  value  down  the 
ame  amount.  The  asset  value  drops 
o  $  1 5 .  But  now  suppose  the  discount 
>n  the  closed-end  fund  widens  at  the 
jame  time  from  2%  to  20%.  In  a 
larket  that  is  down  40%,  the  holder 
'f  the  closed-end  shares  is  down  more 
han  50%. 

There's  risk  in  closed-end  shares 


when  the  discounts  narrow  or  disap- 
pear. Closed-end  discounts  aren't  a 
perfect  market-timing  signal — noth- 
ing is — but  their  present  state  should 
give  investors  pause.  The  last  time 
discounts  were  as  thin  as  2%  was  in 
December  1986,  before  the  October 
1987  crash. 
Another  bearish  signal  is  the  very 


rowing  as  price/earnings  ratios  in- 
crease (see  chart).  The  more  expensive 
stocks  become,  the  more  money  in- 
vestors are  willing  to  pay  for  the  funds 
that  hold  them. 

But  don't  ignore  history.  After  the 
S&P  financial  index  had  nearly  dou- 
bled between  1982  and  1985,  Dover 
Regional  Financial  Shares,  First  Fi- 


In  1974, 1978 
and  1987  closed- 
end  funds  were 
much  cheaper  than 
the  stock  mar- 
ket. No  such  luck 
today. 


number  of  closed-ends  available.  The 
New  York  Stock  Exchange  lists  297 
closed-ends — 1  in  9  listings — up  from 
170  at  the  end  of  1991.  Not  since 
1929  have  there  been  this  many 
closed-end  funds  on  the  market.  The 
1920s  bash,  of  course,  ended  in  the 
hangover  of  the  century.  Of  the 
roughly  400  closed-end  funds  that 
were  born  in  the  Roaring  Twenties, 
just  a  halt-dozen  or  so  have  survived 
until  today. 

Historically,  closed-end  discounts 
have  trended  with  the  market,  nar- 


nancial  Fund  and  Pilgrim  Regional 
Bank  Shares  were  all  launched  the 
following  year.  Oops.  Their  market 
prices  fell  as  much  as  30%  by  year-end. 
Dover  Regional  Financial  still  trades 
below  its  initial  offering  price,  while 
First  Financial  and  Pilgrim  Regional 
did  not  climb  above  their  offering 
prices  until  1989. 

It  took  closed-ends  some  40  years 
to  repair  their  image  after  the  bender 
of  the  late  1920s.  No  one  wanted 
them.  Even  in  the  bull  market  of  the 
late  1960s  and  early  1970s,  just  31 
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THE  THIRD  MILLENIUM 
IS  FAST  APPROACHING. 

ARE  YOU  READY 
FOR  IT? 


cosmic 

EGG  S 
SCIENCE  , 

TAKES  OFF! 


IN  COSMOLOGY 


What  will  the  world  be  like 
five,  ten,  twenty,  even 
fifty  years  from  now... See 
for  yourself  in  OMNI. 

Only  OMNI  brings  you  immi- 
nent breakthroughs  and  discov- 
eries that  will  have  a  dramatic 
impact  on  your  career,  your 
investments,  your  life!  The  one 
place,  where  every  month, 
you'll  get  the  latest  news  from 


□  YES,  I  WANT  THE 
FUTURE  NOW! 

Send  me  a  one  year  (12  issues) 
subscription  to  OMNI  for  only  $17.97. 
That's  a  savings  of  $24  03  (57%)  off 
the  newsstana  price. 

Name   


Address 

City   

State  _ 


Zip. 


"I  Payment  enclosea  □  Bill  me 
Charge:  3  Visa  □  Mastercara 

Acct.  #   


Expiration  date 
Signature   


CALL  TOLL  FREE: 

1-800-289-6664 

Mail  coupon  to: 

OMNI 

P.O.  Box  3026,  Harlan,  IA  51593 

Please  allow  6-8  weeks  for  delivery  of  first  issue 
Canadian  residents  send  $29  93.  all  other  for- 
eign orders  send  $27  97.  Payment  acceptable 
in  U  S  funds  only  Regular  subscription  price  is 
$24 

H2FB8 


the  worlds  of  science,  technol 
ogy  and  innovation.  Plus,  let 
your  imagination  take  off  wit 
the  best  in  original  science 
fiction. 

From  the  far  flung  reaches 
of  space  to  the  realm  of  youi 
innermost  thoughts  and 
aspirations,  let  OMNI  propel 
you  straight  into  the  future. 
Subscribe  today! 
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sed-ends  were  introduced,  raising 
.6  billion,  according  to  Lipper  An- 
neal Services.  By  the  1980s,  how 
r,  1929  was  a  quaint  memory.  Last 
ir  alone  104  closed-end  funds  hit 
•  market,  raising  $18.1  billion, 
at's  more  than  the  total  assets  of  all 
sed-ends  in  1987. 
rhe  fund  buyers  may  not  be  getting 
i,  but  the  sellers  sure  are.  In  1992 
ill  Street  earned  close  to  SI  billion 
ierwriting  initial  public  offerings 
:losed-end  funds, 
rhe  buyers  of  these  new  issues  are 
n  more  naive  than  the  folks  w  ho 
re  bid  up  prices  for  established 
sed-ends  on  the  stock  exchange, 
e  vast  majority  of  new  closed-end 
res  are  sold  to  retail  customers  at 
>ut  SI. 06  per  dollar  of  net  assets, 
6-cent  premium  being  the  bro- 
's  commission. 

V'rhaps  a  lot  of  these  buyers  don't 
n  know  they  are  paying  a  premi- 
i.  Complains  New  York- based  fi 
icial  planner  Scott  Kahan  of  Finan- 
Asset  Management  Corp.:  "Bro- 
s  tell  my  clients  there  is  no  sales 
irge  or  commission  on  new  closed 
1  funds."  If  so,  they're  fibbing, 
["lie  party  roars  on.  In  the  first 


Slim  pickins 

Discount  Expense 


Fund 

to  NAV 

ratio 

Amer  Cap  Conv  Securities 

11% 

088 

Baker  Fentress 

16 

0.76 

First  Israel 

14 

1.33 

Mexico 

11 

1.07 

Salomon  Brothers 

12 

0.43 

Tri-Continental 

10 

0.67 

Source:  Morningstar,  Inc. 

quarter  of  1993, 28  funds  raising  $4.3 
billion  hit  the  market.  Bond  funds  are 
all  the  rage,  with  roughly  two-thirds 
of  them  trading  in  the  secondary  mar- 
ket at  a  premium  to  net  asset  value. 

Here's  a  scan  fact.  Nearly  90%  of  all 
new  closed-end  bond  funds  are  lever- 
aged. These  leveraged  funds,  reminis- 


cent of  the  late  1920s  (when  lever- 
aged stock  funds  were  all  the  rage), 
can  boast  enhanced  yields  so  long  as 
interest  rates  stay  low. 

Of  course,  the  most  grievous 
abuses  that  characterized  leveraged 
funds  in  the  1920s  are  gone.  But  if 
short-term  interest  rates  climb,  the 
leveraged  bond  funds  will  very  likely 
have  to  cut  their  dividends;  if  long- 
term  rates  climb,  they  will  suffer  en- 
hanced capital  losses. 

Our  advice  on  closed-ends  is  this: 

■  Consider  buying  a  closed-end  fund 
it  its  discount  is  substantial  and  its 
annual  expense  ratio  is  not  too  great. 
As  a  starting  point,  consider  our  sam- 
ple of  funds  that  are  selling  at  a  dis- 
count at  least  ten  times  the  expense 
ratio  (sec  table). 

■  Don't  buy  a  newly  issued  closed- 
end. 

■  Don't  be  impressed  with  the  high 
yields  on  leveraged  muni  funds.  The 
yields  reflect  not  management  skill, 
but  the  high  risks  being  taken  with 
your  money. 

■  When  discounts  are  narrow  and 
brokers  are  flooding  the  market  with 
new  issues  of  closed-ends,  be  skeptical 
of  the  entire  stock  market.  ■& 


These  few  closed-end 
funds,  selling  at  a 
discount  at  least  ten 
times  greater  than  their 
expense  ratio,  combine 
low-cost  portfolios  with 
low-cost  management. 


AROUND  THE  WORLD  IN  $50. 


If  you  feel  like  your  money  is  going  nowhere,  invest 
$50  in  Janus  Worldwide  Fund. 

With  Janus  Worldwide  Fund,  you  might  buy  into  a 
technology  stock  in  Singapore.  Or  a  promising  medi- 
cal firm  in  Germany.  Or  a  multinational  company 
based  in  Sydney.  Or  a  world  of  other  exciting 
investment  opportunities  that  last  year  helped  this 
lo-load  fund  achieve  a  #1  ranking  out  of  all 
global  mutual  funds* 

Best  of  all,  you  don't  need  all  the  money  in  the 
tforld  to  invest  in  Janus  Worldwide  Fund.  You  can 


start  investing  for  as  little  as  $50  a  month  with  the 
Janus  No  Minimum  Initial  Investment  Program.™** 

If  you're  interested  in  an  investment  that  has 
the  potential  to  really  take  you  somewhere,  here's 
a  chance  to  put  your  money  to  work  on  a  global 
scale. 

Call  or  send  in  the  coupon  today  for  a  free  prospec- 
tus containing  more  complete  information.  Please 
read  the  prospectus  carefully  before  you  invest. 
BECAUSE  IT'S  NOT  HOW  MUCH  YOU  INVEST. 
IT'S  HOW  SMART. 


JANUS  WORLDWIDE  FUND 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  417 

er  Lipper  Analytical  Services,  Inc.,  Janus  Worldwide  Fund's  average  annual  total  return  for  the  one-year  period  ending  March  31,  1993  was 
'.88%,  and  21.30%  for  the  life  of  the  Fund  from  May  15,  1991  to  March  31,  1993.  Past  performance  does  not  guarantee  future  results.  Your 
turn  and  share  price  will  vary  and  may  be  worth  more  or  less  at  redemption  than  at  purchase.  **Under  the  Janus  No  Minimum  Initial 
/estment  Program,  you  authorize  Janus  to  debit  your  bank  account  $50  or  more  |)er  month  to  purchase  shares  in  a  Janus  Fund.  You  should 
aluate  your  ability  to  continue  in  such  a  program  during  periods  of  declining  fund  share  prices  as  well  as  in  periods  of  rising  prices. 


r|$ .  I  would  like  to  know  more  about  Janus  Worldwide  Fund! 

lame  

Iddress  


ity/State/Zip  

inus  Funds  are  no-load  mutual  funds. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8983 

Ext.  417  FOBB417 


I 


MONEY  GUIDE 


The  new  issues  market  is  hot.  If  you  can't  resist 
the  temptation  to  play  it,  here  are  some  guidelines 
for  judging  the  offerings. 

Stock  market 
lotto 


By  Scott  DeCarlo  and  Gilbert  Steedley 

You  COULD  HAVE  MADE  a  lot  of  money 
in  new  issues  over  the  past  two  or 
three  years.  That  doesn't  necessarily 
mean  that  you  should  listen  up  w  hen 
your  broker  calls  with  a  deal.  On  the 
contrary,  the  fact  that  the  market  for 
initial  public  offerings  is  very  busy 
should  give  you  pause.  But  let's  look 
at  the  statistics. 

FORBES  has  been  collecting  and 
publishing  data  on  new  issue  perfor- 
mance since  1985.  We  track  every 
offering  meeting  certain  size  and  cate- 
gory  criteria,*'  then  compare  the  stock 
price  gain  since  with  the  gain  in  Stan- 
dard &  Poor's  500  market  index  over 
the  same  period. 

Until  this  year,  our  consistent  con- 
clusion has  been:  For  all  their  glam- 
our, new  issues  don't  have  the  same 
appreciation  potential  as  the  market 
as  a  whole.  This  year,  tor  the  first  time, 
the  performance  of  new  issues  looks  a 
lot  better.  The  average  new  issue  has 
appreciated  more  than  the  market 
index.  Were  we,  then,  wrong  in  sug- 
gesting that  inv  estors  could  do  better 
elsewhere:  We  don't  think  so.  This 
year  is  probably  an  aberration — and  a 
dangerous  one.  Since  1990  the  over- 
the-counter  market  has  boomed, 
making  investors  eager  to  buy  new 
stocks. 

In  our  latest  study,  we  tracked 
2,773  stocks  that  were  offered  to  the 
public  between  Jan.  1 ,  1983  and  Apr. 
30,  1993.  Their  average  performance 
relative  to  the  S&P  500  was  103. 
Meaning  you  would  have  done  slight- 
ly better  in  new  issues  than  in  blue 
chips.  (We  define  relative  perfor- 
mance as  the  ending  value  of  SI 00 
invested  in  the  new  issue  divided  by 
the  ending  value  of  SI  invested  in  the 


S&P  pn  the  same  starting  date;  a  stock 
that  matches  the  index  gets  a  rating 
of  100.) 

The  small-stock  rallv  may  or  may 
not  continue.  But  even  if  it  does,  it 
isn't  necessarily  a  smart  idea  to  play 
the  new  issues  market.  Two  impor- 
tant factors  put  a  damper  on  the 
potential  returns  from  this  sector: 
yields  and  availability. 

Although  we  don't  have  complete 
dividend  histories  on  the  2,773  issues, 
we  know  that  dividends  have  been 
rare.  A  random  sampling  of  the  data- 


base indicates  a  current  yield  of  les 
than  1%.  In  contrast,  the  S&P  500  ha 
averaged  a  yield  of  3.6%  over  the  pas 
decade. 

With  the  average  age  of  the  nev 
issues  in  the  database  about  five  years 
the  cumulative  yield  disadvantage  tc 
new  issue  buyers  is  between  12%  anc 
15%.  That  more  than  wipes  out  th< 
better  price  performance  on  the  nev 
issues. 

Then  there's  the  matter  of  availabil 
ity.  If  you  are  not  a  heavyweighi 
institutional  trader,  can  you  even  ge 


210 


Forbes  ■  June  21,  \99. 


KEEP  IT 


Lo 


w  e  r 


Ta  x 


e  s 


TO 

No  M  anagemen  t  Fee 

YOURSELF 


Introducing  Twentieth  Century  s  new 
Tax-Exempt  Short  Term  hond  fund. 


The  secret  is  out  —  Twentieth  Century's 
Tax-Exempt  Short  Term  fund  is  our  newest 
way  to  lower  your  federal  taxes.*  The  fund  can 
help  you  earn  competitive,  tax-free  yields  with 
little  price  fluctuation  by  investing  in  short- 
term,  tax-exempt  securities. 

But  the  best  news  is,  the  fund  manager 
has  waived  the  entire  management  fee  on  the 
Tax-Exempt  Short  Term  fund  for  1993.  So 
you  keep  even  more  for  yourself  and  pay 
nothing — no  management  fee  and  no  sales 
fees  or  commissions.  With  no  fees  of  any  kind, 
you  can  earn  a  higher  current  yield. 

For  more  complete  information  about 
Twentieth  Century,  including  charges,  expenses 
and  minimums,  call  or  write  for  a  free  copy  of 


Your  Guide  to  Earning  Tax-Exempt 
Income  and  a  prospectus.  Please  read  the 

prospectus  carefully  before  investing. 

1-800-345-2021 

Ask  for  extension  5383 


YES,  I  want  lower  taxes! 


Name 


Address 


City 


State 


ZIP 


Mail  to:  Twentieth  Century 
P.O.  Box  419200 
Kansas  City,  MO  64141-6200 
1-800-345-2021 


•  Investment  income  may  be  subiect  to  state  and  local  taxes  and  the  fed- 
eral alternative  minimum  tax.  Capital  gains,  if  any,  are  not  exempt  from 
federal  income  tax. 


i  IWt  |w.-iili.-lli(  ruin 


Tax-Exempt  Short  Term 


NO   MANAGEMENT   FEE    UNTIL  1994. 
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Don't  touch  them 
when  they're  hot 


Year 

Number 
of 

issues 

actual 

—Performance  — 
rel  to 
S&P  500 

rel  to 
Nasdaq 

1983 

439 

80.1% 

80 

97 

1984 

162 

97.7 

90 

96 

1985 

189 

87.2 

93 

101 

1986 

457 

63.7 

98 

104 

1987 

342 

38.3 

101 

97 

1988 

122 

132.7 

144 

139 

1989 

116 

80.5 

138 

124 

1990 

112 

23.6 

97 

82 

1991 

265 

28.4 

111 

98 

1992 

432 

23.2 

116 

112 

1993* 

137 

9.9 

111 

114 

Average 

56.5 

103 

104 

'Through  Apr.  30. 

every  new  issue  at  its  offering  price? 
Hardly.  You're  going  to  either  pay  a 
bit  extra  to  get  the  more  desirable 
issues  in  the  secondary  market,  or  end 
up  getting  only  the  weaker  issues.  On 
its  first  day  of  trading,  on  Mar.  12, 
1992,  Lone  Star  Steakhouse,  the  res- 
taurant chain,  shot  up  44%.  On  Mar. 
12,  1993,  its  first  day,  Intuit,  a  soft- 
ware firm,  went  up  59%. 

We  don't  have  first-day  trading 
data  for  the  entire  database,  but  we 
sampled  two  months  when  the  new 


Look  at  the  in- 
verse relation 
between  quality 
and  quantity:  New 
issues  that  sur- 
face during  very 
busy  years— like 
1983  and  1986— 
don't  do  very 
well  over  the  long 
term.  The  good 
crops  tend  to  come 
in  years  like 
1988,  when  under- 
writers are  se- 
lective. Warning: 
The  current  year 
is  shaping  up  as  a 
fairly  busy  one. 


issues  market  was  boiling  hot:  March 
1992  and  March  1993.  Figured  from 
the  offer  price,  53%  of  the  March 

1992  class  beat  the  S&P  500.  Figured 
from  the  closing  price  on  the  first  day 
of  trading,  however,  only  44%  outper- 
formed the  s&P.  Results  from  March 

1993  follow  the  pattern.  Measured 
from  the  official  offering  price,  59%  of 
the  stocks  have  so  far  beaten  the 
market;  measured  from  the  closing 
price  on  the  first  day,  only  37%  have 
beaten  the  market.  And  that's  in  a  hot 


market.  What  happens  when  the  m,: 
ket  cools?  We  think  new  issues  w 
turn  to  ice. 

If  the  statistics  on  the  whole  are) 
depressing,  how  can  brokers  sell  nt 
issues  at  all?  Because  so  many  pcop 
are  looking  for  the  next  Wal-Mart. 

Rarely  do  they  find  it,  but  they  < 
just  often  enough  to  keep  the  ho 
alive.  Look  at  the  winners'  list  at  t 
top  of  page  213.  US  Healthcare  car 
to  market  ten  years  ago  in  a  $'. 
million  offering,  giving  it  a  total  mJ 
ket  value  of  $73  million  at  the  tin 
Today  this  operator  of  health  maim 
nance  organizations  has  a  $5  billi< 
market  value.  The  stock  is  up  5,90( 
from  the  first  offering. 

Just  as  often,  the  eager  buyers  fii 
the  next  bomb.  Meritor  Savings  Bai 
went  public  in  1983  in  a  S374  miiliJ 
offering  led  by  Salomon  Brothers. 
December  1992  it  was  placed  in  t 
receivership  of  the  Federal  Depo 
Insurance  Corp.,  and  the  stock 
nearly  worthless.  Meritor  has  a  lot 
company.  Of  the  2,773  new  issu 
from  the  past  decade,  317,  or  11 
have  lost  90%  or  more  of  their  valu 

Still  want  to  play  the  new  issu 
game?  Here  are  a  few  useful  hints. 

■  Go  with  a  good  underwriter.  T 
table  below  shows  who  the  go* 
guys  are. 

■  When  the  new  issue  market  is  at 
hottest,  stay  away.  That  means  nc 


Go  with  the  good  underwriters 


Underwriter 

Number 

%  of  issue  that  

Average  performance 

Total 

of 

went 

beat  the 

actual 

rel  to 

offer  val 

issues 

up 

market 

S&P  500 

($mil) 

Goldman  Sachs 

119 

68% 

50% 

96% 

131 

$13,910 

Merrill  Lynch 

167 

58 

44 

85 

117 

11,376 

Morgan  Stanley 

102 

58 

47 

83 

128 

7,008 

First  Boston 

78 

64 

50 

45 

110 

5,656 

Salomon  Brothers 

58 

64 

38 

54 

91 

4,435 

Shearson  Lehman  Brothers 

68 

54 

41 

53 

95 

4,262 

Lehman  Brothers* 

62 

66 

50 

51. 

106 

4,188 

Alex  Brown  &  Sons 

157 

54 

44 

67 

118 

4,086 

Drexel  Burnham  Lambertt 

110 

53 

34 

61 

94 

3,607 

Donaldson  Lufkin  &  Jenrette 

64 

59 

42 

26 

92 

3,058 

*Division  of  Shearson  Lehman  Brothers.  tBankrupt. 


Not  only  did  Goldman,  Sachs  raise  more  money  through 
new  issues  than  anyone  else  during  the  past  ten  years, 
but  the  firm  also  has  the  best  relative-to-market 
performance  of  the  top  ten  underwriters. 
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Straw  into  gold 


Company/business 

-Price  

Offer 

Offer 

Gain  

Underwriter 

offer1 

recent2 

value 

date 

actual 

rel  to 

($mil) 

S&P  5003 

UO  ncalUlCarc/ilcdlLII  Laic  bclvlLcb 

<ton 

D,oOZ  /o 

1  QQQ 

Merrill  Lynch 

Amandin  Dmnar  i  AnilAK  inn  /hop  1/ 1  i  r\  Kottorioc 

HlTlcriCari  rOWci  UOrWciSIUn/UdLrxUp  UdLlciIci) 

U.  JU 

c 

o 

7/9Q/QQ 

J.oOU 

0,000 

Josephthal 

IVIICrObOIl/LUIIipUlcl  bUILWdfc 

C..OJ 

O3.0U 

oy 

O/  lH/OD 

O ,  JUL) 

1  QKQ 

Goldman  Sachs 

Conscco/insur3nc6 

1.75 

56.13 

7 

1  1/1  5/85 

1111  sjl  KJ*J 

3,107 

1,443 

1  aiHIpw  ArlarrK  &  Pprk 

King  World  Productions/entertainment 

1.11 

33.00 

13 

12/7/84 

2,870 

1,095 

PaineWebber 

Washington  Federal  S&L/thrift 

0.96 

27.25 

11 

1/17/83 

2,736 

948 

EF  Hutton4 

Adobe  Systems/computer  software 

2.75 

57.25 

6 

8/15/86 

1,982 

1,169 

Hambrecht  &  Quist 

Oracle  Systems/computer  software 

1.88 

35.63 

32 

3/14/86 

1,800 

1,021 

Alex  Brown  &  Sons 

Cisco  Systems/computer  equipment 

2.25 

41.25 

50 

2/16/90 

1,733 

1,386 

Morgan  Stanley 

Blockbuster  Entertainment/video  rental 

1.00 

17.75 

10 

2/28/83 

1,675 

597 

The  Principal/Eppler 

Guerin  &  Turner5 

1Per  common  share  adjusted  for  splits.    2As  ot  Apr.  30.    3Endmg  value  of  $100  invested  in  the  stock  divided  by  $1  invested  in  the  S&P  500.    "Now  part  of 
Shearson  Lehman  Brothers.    5Formerly  Eppler  Guerin  &  Turner. 
Sources:  Securities  Data  Co.;  Wilshire  Associates;  Forbes. 

IS  Healthcare,  a  chain  of  health  maintenance  organizations,  is  the  biggest 

ioney  maker  among  new  issues  in  the  past  decade.  But  American  Power  Conversion, 

ut  for  only  half  as  long,  has  made  money  twice  as  fast  for  its  early  investors. 


pee  table,  p.  212).  The  three  busiest 
sears  over  the  past  decade,  in  number 
If  issues,  were  1986,  1983  and  1992. 
Average  relative  performance  for  is- 
Les  coming  out  in  these  years  was  a 
Eternal  98.  Contrast  the  three  slowest 
ears,  1990,  1989  and  1988,  when 
telative  performance  averaged  126. 
iVith  fewer  buyers  willing  to  buy  new 
Itock,  underwriters  had  to  be  choosi- 
>r  about  who  the  sellers  could  be. 


■  Stay  on  the  sidelines  when  there  is  a 
sharp  rise  in  the  number  of  new  issues 
priced  below  their  initial  filing  range. 
It  could  be  the  sign  of  a  market  top. 
This  began  to  happen  in  the  second 
half  of  last  year.  For  1992  as  a  whole, 
34%  of  all  new  issues  were  priced 
below  their  initial  range,  compared 
with  only  17%  in  1991. 

Play  this  market  at  your  own 
risk.  m 


*For  this  report  we  analyzed  all  issues  that 
went  public  over  the  last  124  months  with  the 
exception  of  foreign  stocks,  blind  pools,  real 
estate  investment  trusts,  limited  partnerships, 
closed-end  funds,  penny  stocks  and  issues 
(like  Novell)  that  were  spun  off  to  existing 
shareholders  prior  to  their  public  offering. 
Data  for  this  report  came  from  Wilshire 
Associates,  Securities  Data  Co.  and  our  own 
files. 


Gold  into  straw 


Company/business 

 Price- 

Offer 

Offer 

Underwriter 

offer1 

recent2 

value 

date 

(mil) 

Meritor  Savings  Bank4/thrift 

$11.25 

$0.01 

$374 

9/14/83 

Salomon  Brothers 

HomeFed  Corps/thrift 

16.75 

0.00 

197 

4/7/83 

Shearson  Lehman  Brothers 

Tigera  Group6/computer  software 

22.00 

0.38 

110 

3/31/83 

First  Boston 

Worlds  Of  Wonder5/toys 

18.00 

0.00 

108 

6/20/86 

Smith  Barney 

Highland  Superstores5/consumer  electronics 

18.50 

0.01 

104 

5/10/85 

Goldman  Sachs 

CrossLand  Savings"/thrift 

9.00 

0.06 

100 

10/25/85 

Salomon  Brothers 

Goldome/thrift 

7.00 

0.00 

98 

8/11/87 

Merrill  Lynch 

Victor  Technologies5/computer  equipment 

280.00 

0.387 

79 

3/31/83 

LF  Rothschild8 

lnovision9/entertainment 

13.00 

0.01 

70 

10/11/85 

Merrill  Lynch 

Great  American  Bank  FSB10/thrift 

9.00 

0.00 

70 

8/26/83 

EF  Hutton3 

'Per  common  share  adjusted  for  splits.    2AsofApr.  30.    3Nowpartof  Shearson  Lehman  Brothers.    "Placed  into  receivership  of  the  FDIC.    5Bankrupt.  6Formerly 
Fortune  Systems.    'Most  recent  quote  available.    "Now  defunct.    9Formerly  Vestron.    10Placed  in  conservatorship  by  RTC. 
Sources;  Securities  Data  Co.;  Wilshire  Associates;  Forbes. 

ie  losers'  list  is  sorted  by  size,  rather  than  performance.  Why?  Because  a  performance  list  would  be 
monotonous  ranking  of  one  complete  wipeout  after  another.  One  in  25  new  issue  companies  went  bankrupt, 
emember  that  when  you  look  for  the  next  US  Healthcare. 
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MONEY  GUIDE 


Small-company  stocks  are  getting  dear  in  the  U.S. 
But  that  still  leaves  the  rest  of  the  globe. 

Think  small 


and  global 


By  Mary  Beth  G  rover 

Slam!  Earlier  this  year  several  mutual 
funds  specializing  in  small  companies 
closed  their  doors  to  new  investors. 
Why  don't  Skyline  Special  Equities 
and  the  T.  Rowe  Price  Small-Cap 
Value  want  more  shareholders?  Be- 
cause their  managers  feel  the  small- 
cap  rally  of  the  past  several  years  and  a 
deluge  of  new  money  from  fund  in- 
vestors are  making  it  difficult  to  move 
in  and  out  of  reasonably  priced  small- 
company  stocks. 

This  should  be  a  hint  to  investors 
that  the  small-cap  boom  may  have  run 
its  course  in  the  U.S.  But  there  are  still 
plenty  of  opportunities  in  small  stocks 
outside  the  U.S.,  and  several  fund 
managers  adept  at  unearthing  them 
(see  table). 

Daniel  Jacobs,  41,  managed  SI  bil- 
lion in  institutional  and  variable  annu- 
ity accounts  at  Templeton  until  he 
took  the  reins  of  Templeton  Value 
(assets,  $105  million )  and  Templeton 


Smaller  Companies  Growth  (assets, 
$1  billion)  last  December.  Both  funds 
have  good  recent  records.  Over  the 
past  three  years  they  averaged  about 
9.1%  and  11%  per  year,  respectively, 
versus  an  annualized  5.6%  for  the 
Morgan  Stanley  World  Index.  Both 
are  60%  invested  outside  the  U.S. 

Jacobs  likes  companies  trading  at 
less  than  their  projected  earnings 
growth — hard  to  find  in  the  U.S. 
these  days  but  not  so  scarce  overseas. 


It's  a  small  world 


Fund 

Assets1 

3 -year 

Load 

P/E3 

($mil) 

annualized 

total  return2 

Acorn  International 

$211 

NA 

none 

20E 

Alliance  Global  Small  Cap  A 

65 

-0.2% 

5.5% 

21 

Mutual  Discovery 

198 

NA 

none 

NA 

Oakmark  International 

253 

NA 

none 

13E 

Prudential  Global  Genesis  A 

39 

5.2 

5.25 

21 

Scudder  Global  Small  Co 

98 

NA 

none 

24 

SoGen  International 

766 

11.1 

3.75 

22 

Templeton  Smaller  Cos  Growth 

702 

11.0 

5.75 

20 

Templeton  Value 

930 

9.1 

5.75 

21 

World  Index 

5.6% 

'Most  recent  available  totals.  ^Through  Mar.  31.  3As  of  Jan.  31  or  Feb.  28.  NA:  Not  available.  Fund  not  in  existence 
for  full  period.   E:  Estimate.    Sources:  Mornmgstar,  Inc.;  Morgan  Stanley  Capital  International;  Forbes. 


Many  foreign  stock  markets  have  lagged  the  U.S.  in  recent  years, 
but  small-company  stocks  are  a  bit  cheaper  over  there. 


Greek  shipping  company  Anange 
American  Shipholdings  Ltd.,  with 
S254  million  market  capitalization, 
one  such  gem.  The  stock  is  selling  ; 
13  times  depressed  earnings;  Jacob 
expects  earnings  to  grow  15%  a  yci 
for  the  next  five  years. 

In  the  U.K.  Jacobs  has  bought  int 
fund  manager  Berkeley  Govett,  with 
market  value  of  S329  million.  Tr 
company  trades  at  6  times  earnings- 
about  one-third  the  average  for  U.! 
fund  managers — and  Jacobs  expec 
earnings  to  grow  9%  annually  for  tl: 
next  five  years. 

In  Spain,  Jacobs  has  plugged  int 
Gas  y  Electricidad,  a  utility  serving  tH 
island  of  Majorca.  The  compaij 
trades  at  just  6  times  earnings,  we 
under  its  10%  growth  prospects. 

Another  overseas  bargain  hunter 
Jean-Marie  Eveillard,  53,  who  rur 
the  SoGen  International  Fund.  Evei 
lard  has  been  bearish  for  the  last  fej 
years,  but  his  ten-year  annualized  rc 
turn  of  14.9%  makes  him  wort 
watching.  Over  the  past  six  months  h 
has  loosened  his  grip  on  his  casl 
spending  more  than  S30  million  o 
European  stocks.  He's  buying  stocl 
on  the  Continent  at  5  times  cash  flo- 
(earnings  plus  depreciation),  ha 
what  stocks  cost  in  the  U.S.  and  Jap. 
nese  markets. 

"Most  European  investors  ai 
earnings-  or  momentum-driven, 
says  the  French-born  Eveillarc 
"Earnings  stumble,  and  they  won 
touch  a  company  with  a  10-foc 
pole."  That's  when  he  moves  in.  Tab 
Emin-Leydier,  a  midsize  French  pi 
per  company  (market  value,  $65  mi 
lion).  Last  year,  when  the  firm  ai 
nounced  a  50%  increase  in  capacir 
investors  began  backing  out  of  i 
Eveillard  loaded  up  a  few  month 
later.  He  figures  his  average  cost  is 
times  cash  flow  and  guesses  that  he' 
be  able  to  sell  at  5  times  cash  flo 
three  to  five  years  from  now.  Meat 
while,  he  points  out,  U.S.  paper  con 
panies  are  fetching  twice  as  much. 

He  has  recently  bought  Conter 
Beheer,  a  Dutch  temporary  employ 
ment  agency  with  a  market  cap  of  S7 
million.  After  several  years  of  growtl 
Beheer's  earnings  were  flat  last  ye< 
and  Eveillard  got  it  for  10  times  trai 
ing  earnings — half  the  multiple  c 
U.S. -based  Manpower.  He  als 
bought  New  Zealand's  Colonial  Mc 
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Your  tomorrows  depend  on  the  future  of  your  long-term  investments.  That's  why  so  many  investors  have  trusted 
their  tomorrows  to  Kemper  Mutual  Funds.  They  can  count  on  Kemper  diligence  and  discipline  to  help  provide 
consistent  long-term  performance.  And  that's  what  you  need  to  start  building  the  tomorrows  you  dream  of  today. 

Call  your  financial  representative  for  information  including  a  prospectus  about  Kemper  Mutual  Funds,  or  call 
Kemper  at  1-800-KFS-8600  ext.  2. 


I  I 

fTIUTUaL  FLUIDS 

I  I 

We're  Building  Tomorrows  Today " 


Before  you  invest  in  a  fund,  carefully  read  the  brochure  and  prospectus  containing  more  complete  information,  including  management  fees  and 
expenses.  Fund  performance  cannot  be  guaranteed  and  will  fluctuate.  '"1993  Kemper  Financial  Services,  Inc.  215640 


Diversify  Your  No-Load  Portfolio 

A  World  Apart 


Our  no-load  international  hind 
ranks  #3  out  ol  4 1  load  and  no-load 
international  equity  lunds  sinc  e 
inception  (5/4/89  -  3/31/93).  And, 
unlike  many  other  international 
lunds,  this  fund  is  no-load  and  offers 
the  expertise  ol  portfolio  managers 
with  extraordinary  international 
credentials.  Minimum  investment: 
$2,500. 

Plea.sc  note  that  the  performance-  data  show  n  represents  [xiM  performance.  The  investment  return 
anil  principal  value  of  an  investment  will  fluctuate  and  redemption  value  may  Ih.'  more  or  less  than 
original  cost.  Counsellors  Securities  Inc.,  distributor.  Fund  show  n  is  ranked  #32  out  ol  88  interna- 
tional equity  lunds  lor  the  period  3/3 1 /l)2 -3/3 1/93  by  Lipper  Analytical  Services,  Inc.  For  more 
complete  information,  including  management  lees,  expenses,  and  the  s|«  lal  considerations  and  risks 
associated  with  international  inv  esting,  call  lor  a  free  prospectus.  Read  it  carefully  before  investing. 

CALL:  1-800-257-5614 


Warburg  Pincus 
International  Equity 
Fund 

AGGRFGATE  TOTAL  RETURN 

52.46% 

(.V2/89-3/31/93) 

AVERAGE  ANNUAL 
TOTAL  RETURN 

11.37%  8.35% 

(5/2/89-3/3 1  /93)     (3/3 1  /92-3/3 1  /93) 


-166  Lexington  Avenue,  New  York,  NY  10017 


Warburg  Pincus  Funds 


The  Wrong  Choice 
For  College  Savers 

Why  do  zero-coupon  bonds  make 
poor  investment  sense?  Learn  why 
and  discover  the  benefits  of  the 
CollegeSure®  Certificate  of 
Deposit.. .the  guaranteed  way 
to  save  for  college.® 

Call  toll-free 

1-800-888-2723 

Monday-!  riday 
„  9am-5nm 
C.oIlege  Eastern  Time 

Savings  Bank 

5  Vaughn  Drive 
Princeton,  N|  08540-63 1? 

©  1993  CoHeoe  Sovinrp  Bonk  MegeSw  CD  s  a  unique  rrrrestmecit  product  the  erection  ond 
oncjinohon  bt  which  is  covered  by  one  or  more  patents  owned  by  College  Savings  Sank  It  is 
mdeied  to  o  measure  of  costs  ot  independent  colleges  ond  universities  Scrbstontiol  Knotty  for 
eorfy  withdraw)!  Coll  or  write  for  complete  information  including  Account  terms  nna  Conditions 


Remember 
Your  First 
Summer  Job? 

Filling  an  order. 
Punching  a  time  clock. 
Dealing  with  a  tough  customer. 
Generations  of  New  Yorkers  have 
learned  lessons  about  real  life,  and 
real  work,  through  summer  jobs. 

This  summer,  thousands  of  young 
New  Yorkers  can  take  that  same 
giant  step.  But  they  need  your  help. 

Sure  the  economy's  tough. 
But  it's  making  a  comeback. 
And  hiring  a  young  person  helps  build 
the  work  force  we'll  need  for  the 
economy  of  tomorrow. 

We  can  help  you  find  a  young  worker 
with  the  skills  and  enthusiasm 
your  business  needs  today. 

Call  2 12-888-  JOBS 


SUMMER  JOBS 

They  worked  for  you. 
And  they  still  do. 

Sponsored  by  The  New  York  Ctty  Partnership.  Inc. 


tor  Co.,  owner  of  several  Ford  dealer 
ships,  and  Societe  Generate  D'Afri 
chage,  a  Sw  iss  billboard  company. 

Veteran  value  investor  Michael 
Price  launched  a  small  company 
fund.  Mutual  Discovery,  in  Januarv. 
It  has  25%  of  its  $240  million  over-l 
seas.  Price  may  increase  that  alloca- 
tion over  the  next  few  months. 

He  likes  companies  selling  at  about 
half  the  price  of  their  American  coufl 
tcrparts.  Price  began  buying  Swiss 
chocolate  maker  Limit  &  Spriingli 
last  October  at  9  times  earnings,  w  hen 
1  lershey  was  going  for  1 5  times  earn 
ings.  Lindt  has  since  doubled. 

Price  began  buying  cash-rich  Roth 
mans  Inc.  [Canada],  a  tobacco  com- 
pany with  a  total  market  value  of  S424 
million,  at  6  times  earnings,  or  $48 
per  share.  It's  up  to  about  10  times 
earnings  and  the  share  price  has  risen 
to  $77,  despite  the  Philip  Morris 
price-cut  bombshell  in  April. 

Ralph  Wanger,  manager  of  the 
Acorn  Fund,  has  invested  about  20fj 
of  Acorn's  assets  overseas.  For  inves- 
tors w  anting  a  stronger  dose  of  for- 
eign shares,  he  started  Acorn  Interna- 
tional last  September.  Total  return 
over  the  first  eight  months  for  the 
S210  million  fund:  27%. 

Wanger  is  prettv  imaginative  if] 
looking  for  value  plays.  He  got  inti 
the  Brazilian  steelmaker  Companhja 
Siderurgica  Nacional  at  one-fourth  o: 
book  value  by  purchasing  Braziliar 
government  debt  at  a  discount  anc 
then  cashing  that  in  w  hen  Siderurgid 
was  partly  privatized.  In  F.urope 
Wanger  ow  ns  Schibsted,  a  Norwegian 
newspaper  publisher  that  he  picked 
up  for  12  times  trailing  earnings.  ThfJ 
year  W  anger  is  looking  for  earnings  t< 
jump  by  50%;  the  stock  is  up  40%  sinct 
he  got  in. 

The  out  of  favor  China  plays  in 
Hong  Kong  offer  some  interesting 
bargains.  There,  Wanger  owns  men1! 
accessor)'  maker  Goldlion  (Far  East) 
w  hich  he  bought  for  8  times  earning] 
just  after  its  initial  offering  last  Sep 
tember.  The  stock  has  since  tripled 
He  also  landed  Hong  Kong's  Wo  Ket 
Hong  at  10  times  trailing  earnings 
This  $408  million  (sales)  compam 
supplies  laser  disc  players  to  karaokt 
bars  in  booming  southern  China 
"  There  arc  people  w  ith  tons  ofmond 
there  and  nothing  else  to  do,"  sayj 
Wanger. 
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Now,  No  Sales  Loads 

On  7  Fidelity 
International  Funds 


In  today's  global  economy,  international  investing  can  play  a 
key  role  in  a  diversified  portfolio.  As  part  of  our  commitment 
to  helping  investors  meet  their  needs,  Fidelity  now  offers  the 
greatest  selection  of  no-load  international  mutual  funds. 


The  Growth  Potential  of 
International  Investing 

International  markets  can  provide  investors 
with  strong  long-term  growth  opportunities. 

In  fact,  over  the  past  ten 
years,  many  overseas  mar- 
kets have  significantly  out- 
performed the  U.S.  Of 
course,  you  should 
be  aware  that  international 
investing  entails  greater 
risk  and  share  price 
volatility  as  well 
as  greater  potential 
rewards  when  compared 
to  U.S.  investments. 


How  World  Market  Returns  Compare 


HONG  KONG 
FRANCE 
SPAIN 
NETHERLANDS 
JAPAN 
U.K. 

SWITZERLAND 
AUSTRALIA 
GERMANY 
USA 
ITALY 
CANADA 


0      5      10      15      20  25 

This  chart  does  not  represent  the 
performance  of  any  Fidelity  fund. 


Call  Fidelity 
Today 


Call  a  Fidelity  representative  today  for  more 
complete  information  about  any  of  our  no-load 
international  funds.  All  it  takes  is  $2,500.  Or 
ask  for  a  free  Fidelity  IRA  fact  kit,  including  a 
transfer  form,  and  start  your  IRA  with  just  $500/ 


Fidelity's  No-Load 
International  Funds 


p.  Fidelity  Worldwide  Fund 

p  Fidelity  International 
Growth  &  Income  Fund 

These  broadly  diversified  international 
funds  invest  across  a  wide  range  of 
world  markets. 

*  Fidelity  Canada  Fund 
^  Fidelity  Japan  Fund 

These  funds  seek  growth  opportunities 
in  a  specific  international  market. 


p.  Fidelity  Emerging  Markets 
Fund 

l>  Fidelity  Southeast  AsiaC^^ 
Fund 

^  Fidelity  Latin  America 
Fund 

These  funds  aggressively  target  devel- 
oping nations  believed  to  offer  unusual 
growth  potential. 


Visit  aTidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 


Fidelity  Investments 


Common  sense.  Uncommon  results. 

2r 

'Each  fund's  3%  sales  charge  has  heen  waived  through  May  31,  1994.  JThe  chart  above  presents  average  annual  total  returns  for  the  10-year  period  ended  March  31, 
1993,  for  all  international  markets  with  over  $  100  hillion  in  market  capitalization  (Morgan  Stanley  Capital  International).  Average  annual  total  returns,  as  measured 
in  U.S.  dollars,  include  change  in  share  price,  dividends  paid  and  the  net  effect  of  reinvesting  dividends.  The  results  are  historical  and  the  chart  is  not  intended  to  rep- 
resent the  future  performance  of  any  of  these  markets  or  any  Fidelity  fund.  Past  performance  is  no  guarantee  of  future  results.  The  funds  may  or  may  not  invest  in  the 
countries  represented  in  the  chart  'For  more  complete  information,  including  charges,  expenses  and  any  redemption  fees,  call  for  a  free  prospectus.  Read  it  careful- 
ly hefore  you  invest  or  send  money.  Fidelity  Distrihutors  Corporation. 
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Most  currency  traders  make  big  bets 
on  the  direction  of  the  market.  Ezra  Zask 
has  a  less  risky  way  to  play  the  game. 

The  junk 
cunrency  play 


By  Gregory  J.  Millman 

You  CAN  make — or  lose — a  mountain 
of  money  in  a  very  short  time  doing 
currency  trading.  Ezra  Zask,  a  42- 
year-old  former  bank  currency  trader, 
claims  he  has  found  a  way  to  eliminate 
the  heavy  risk  from  the  game  and  still 
earn  a  handsome  24%  or  so  a  year  at  it. 
He  says  he  runs  $66  million  on  behalf 
of  institutions  and  wealthy  individ- 
uals. He's  been  getting  a  lot  of  new 
money  lately.  Dean  Witter  Reynolds 
put  him  in  the  four-man  batting  line- 
up for  its  new  World  Currency  Fund 
L.P.,  next  to  Millburn  Ridgefield 
Corp.,  CCA  Capital  Management  and 
Colorado  Commodities  Manage- 
ment Corp.  Oppenheimer  &  Co.  has 
tagged  him  to  manage  accounts  for 
wealthy  investors,  only  the  second 
currency  manager  so  engaged.  Mitsu- 
bishi Corp.  uses  him  to  help  run 
commodity  pools  it  offers  to  Japanese 
corporate  investors. 

Zask  says  he  has  uncovered  some 
persistent  anomalies  in  the  way  cur- 
rencies— especially  second-tier  cur- 
rencies like  the  Portuguese  escudo, 
Thai  baht  and  Indonesian  rupiah — 
trade  in  relation  to  other  currencies. 

Zask  insulates  himself  from  the 
heady  trading  atmosphere  of  New 
York,  London  and  Hong  Kong,  living 
in  a  cement  Art  Deco  structure  on  a 
farm  in  northwestern  Connecticut. 
He  keeps  odd,  but  not  long,  hours, 
rising  at  weird  times  of  the  night  to 
drive  a  few  miles  to  a  Victorian  office 
building  in  downtown  Falls  Village, 
Conn.  Maybe  because  he  is  away  from 
the  markets,  he  is  not  a  frenetic  trader, 
doing  maybe  five  trades  a  week. 

The  trades  involve  so-called  market 
neutral  investing,  in  w  hich  a  combi- 
nation of  long  and  short  positions  in 


related  pairs  of  currencies  is  much  less 
unstable  than  an  unhedged  position 
in  either  currency  alone.  For  example, 
he  is  at  the  same  time  long  the  Indo- 
nesian rupiah,  short  the  Singaporean 
dollar;  long  the  Mexican  peso,  short 
the  U.S.  dollar;  long  the  Portuguese 
escudo  and  short  the  Spanish  peseta. 
In  fact,  the  trading  is  not  so  simplistic 
but  involves  creating  complex  baskets 
of  long  and  short  positions. 

This  is  the  commodity  version  of 
the  classic  stock  market  hedge  fund, 
which,  if  it  can  be  made  to  work, 
makes  money  in  bull  markets  and  in 
bear  markets,  and  is  immune  to  mar- 
ket crashes  because  there  are  as  many 
short  positions  as  long  ones. 

Zask  was  one  of  the  losers  in  last 
fall's  European  currency  chaos,  but  he 
was  far  from  being  wiped  out  because 
he  had  so  many  hedges. 

Here's  how  he  works: 

Take  his  Indonesia/Singapore 
play.  This  is  what  the  traders  call  a 
"yield  pickup."  With  this  pair  of 
trades,  Zask  captures  the  spread  be- 
tween Indonesia's  high  short-term 
interest  rates  and  Singapore's  low 
rates.  In  a  moment,  we  will  see  why  a 
difference  in  yields  translates  into  cur- 
rency profits;  for  now,  focus  on  why 
the  yields  are  different. 

Indonesia's  interest  rates  are  high 
because  it  has  high  inflation,  but  also 
because  the  government  wants  to  at- 
tract foreign  capital.  Singapore  has 
low  inflation  and  has  no  trouble  at- 
tracting capital.  Now,  the  first  thing 
they  teach  in  Economics  101  is  that 
high  inflation  leads  to  devaluation — 
that  in  due  course  the  Indonesian 
rupiah  is  going  to  lose  value  against 
the  Singaporean  dollar.  To  this  ex- 


tent, Zask  will  give  back  in  the  occa 
sional  devaluation  some  of  w  hat  h 
has  made  in  the  yield  pickup. 

So  where's  his  profit?  His  profit  i: 
in  effect,  in  the  lag.  "Once  a  country 
hooked  on  a  risk  premium  to  attrac 
capital  from  abroad,  it's  almost  like 
junkie,"  Zask  says.  "Year  after  year  th 
interest  rate  pickup  is  substantial! 
greater  than  the  currency  devaluation. 

We  can  explain  this  further  by  tak 
ing  a  different  currency  pair,  the  Me» 
ican  peso  and  the  U.S.  dollar.  Short 
term  interest  rates  in  the  U.S.  ar 
about  3%,  in  Mexico  about  1 5%,  or  1 
points  higher.  This  yield  spread  wi 
be  reflected  in  forward  contract; 
w  here  the  peso  will  trade  cheaper  tha 
today's  spot  rate. 

And  why  should  that  be  so,  that 
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ligh -yield  currency  is  always  cheap  on 
he  forward  market?  Imagine  for  a 
loment  that  it  were  not  so — that  the 
|eso  is  worth  32  cents  on  the  spot 
larket  and  can  also  be  sold  in  the 
Strward  market,  for  delivery  a  year 
[ence,  at  the  same  32  cents.  Then  you 
ould  coin  money  with  a  simple  arbi- 
rage  play.  You  would  sell  off  some  of 
our  U.S.  money  market  paper  vield- 
ng  3%,  invest  the  proceeds  in  Mexi- 
an  paper  yielding  15%,  then  com- 
iletely  hedge  away  your  currency  risk 
y  shorting  pesos  on  the  forward 
larket.  Assuming  the  price  you  got  in 
ne  forward  market  was  32  cents,  then 
on  have  magically  turned  a  3%  return 
uo  a  no-risk  15%  return. 
The  market  abhors  easy  arbitrage 
roths,  and  sure  enough,  you  can't  do 


this.  Try  to  sell  forward  pesos,  and  you 
will  get  less  than  32  cents — some- 
thing closer  to  29  cents,  in  fact.  The 
price  you  lock  in  will  be  just  low 
enough  to  wipe  out  Mexico's  yield 
advantage. 

Here's  another  way  of  looking  at 
what  is  going  on.  The  market  is  telling 
you:  Go  ahead  and  buy  Mexican  pa- 
per if  you  want,  but  brace  yourself  for 
peso  devaluations  that  will  average 
out  to  12%  a  year,  or  about  1%  a 
month.  And  what  Zask  is  saying  is,  I 
want  the  high  yield,  and  I'll  take  my 
chances  on  the  devaluation.  He 
doesn't  have  to  buy  Mexican  govern- 
ment notes  to  do  this;  he  can  simply 
go  long  pesos  in  the  forward  market. 

Zask  does  not  go  out  one  year  with 
his  forward  contracts — three  months 


"I  don't  have  a  burning 
ambition  to  be  superrich," 
he  says.  "Right  now, 
lifestyle  is  much  more 
important  to  me." 


is  more  typical — but  it  hap- 
pens that  he  is  long  the 
peso.  Besides  the  Indone- 
sian, Mexican  and  Portu- 
guese currencies,  he  is  also 
long  the  New  Zealand  dol- 
lar, Malaysian  ringgit,  Thai 
baht,  French  franc,  Canadi- 
an dollar,  Norwegian  krone 
and  Greek  drachma.  Besides 
the  Singaporean,  U.S.  and 
Spanish  currencies,  he  is 
short  die  deutsche  mark, 
British  pound,  Irish  pound 
and  Danish  krone. 

It's  fairly  expensive  to  sign 
up  with  Zask.  His  individual 
investors  (minimum,  $3  mil- 
lion) pay  him  a  fee  of  2%  a 
year  plus  20%  of  gains.  A 
small  investor  who  comes  in 
dirough  Dean  Witter  has 
worse  terms,  because  the 
stockbroker  has  to  be  paid. 

If  you  want  to  do  currency 
trading  on  your  own,  you 
can  make  direct  investments 
in  some  of  die  currencies 
Zask  deals  with,  via  options  traded  on 
die  Philadelphia  Exchange.  You  could, 
for  example,  buy  calls  on  the  Canadian 
dollar,  French  franc  and  Australian  dol- 
lar, and  puts  on  die  deutsche  mark  and 
British  pound. 

For  the  emerging  countries  it's  a 
little  harder  to  find  retail  trades;  most 
of  the  trading  goes  on  in  the  whole- 
sale interbank  market.  You  can  get  a 
retail  exposure  to  Mexican  pesos  by 
buying  peso-denominated  paper 
(Forbes,  June  22,  1992). 

We  don't  recommend  you  try  to 
imitate  Ezra  Zask,  because  the  game 
isn't  quite  as  easy  as  it  sounds  and  you 
will  pay  a  lot  more  in  spreads  and 
commissions  than  Zask  does.  So  if 
you  do  play,  do  it  with  money  you  can 
easily  afford  to  lose.  HE 
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There  are  no  screaming  buys  in  single-country  funds, 
but  there  are  comparative  buys.  Here's  how  to  find  them. 

Date  the  dog 


By  Mar)'  Beth  G  rover 

In  a  stock  market  that  is  supposed  to 
be  pretty  efficient,  the  pricing  of  sin- 
gle-country funds  is  pretty  nutty. 
Time  and  again  you  will  sec  two 
closed-end  funds  investing  in  the 
same  country,  with  scarcely  anything 
in  their  performance  records  or  ex- 
pense ratios  to  distinguish  them,  and 
yet  one  is  much  cheaper  than  the 
other  in  relation  to  its  asset  value. 

"Call  it  the  ugly  sister  syndrome,1' 
says  Stuart  Goldberg,  Merrill  Lynch's 
manager  of  mutual  funds  research.  If 
you  want  a  relative  bargain,  buy  the 
ugh'  fund. 

What  makes  a  fund  ugly  to  inves- 
tors? Maybe  it's  the  name.  More  often 
than  not,  the  cheaper  fund  in  a  pair  is 
the  one  that  can't  be  found  in  the 
stock  market  tables  under  the  name  of 
its  target  country.  Thus,  the  Taiw  an 
Fund  trades  on  the  New  York  Stock 
Exchange  at  a  2%  premium  to  its 
liquidating  value,  while  the  more 
cryptic  R.O.C.  Taiwan  Fund  can  be 
had  at  an  1 1%  discount.  Performance: 
Virtually  identical  over  the  past  four 
months.  Expenses?  Lower  at  R.O.C. 
Taiwan,  so  if  anything,  this  one  de- 
serves the  premium. 

"Brokers  get  calls  from  clients 
wanting  to  invest  in  Taiwan,"  says 
Danny  Chan,  R.O.C.'s  portfolio 
manager  and,  until  mid- 1992,  man- 


ager of  the  Taiwan  Fund.  "Unfortu- 
nately for  us,  they  look  under  T  in  the 
paper,  rather  than  R." 

Says  George  Foot  of  Newgate 
Management  Associates,  a  New  York 
firm  that  manages  a  portfolio  of  SI  65 
million  in  closed-ends:  "It's  kind  of 
appalling  to  say  that  all  you  need  to  do 
to  find  value  is  pick  country  funds 
whose  names  don't  start  with  the 
country,  but  you  could  do  worse.  It 
will  keep  you  away  from  the  brand 
names,  where  the  price  takes  on  a  life 
of  its  own." 

Another  force  seems  to  be  at  work: 
firstborn  favoritism.  "It  sounds  silly," 
says  Carrie  Schloss,  Grow  th  Fund  of 
Spain  comanager,  "but  generally  the 
first  fund  to  come  out  trades  at  a  lower 
discount  or  a  higher  premium." 
Schloss'  fund,  dating  to  1990,  trades 
at  5%  below  net  assets.  But  the  Spain 
Fund,  dating  to  1988,  goes  for  3% 
above  net  assets.  Rationally,  Growth 
Fund  of  Spain  should  be  the  more 
richly  priced,  because  its  expense  ratio 
is  a  full  percentage  point  lower  than 
diat  of  the  rival  fund. 

The  Latin  America  Investment 
Fund,  run  by  bfa  Associates,  trades  at 
a  mere  3%  discount;  the  newer  Latin 
American  Discovery  Fund,  run  by 
Morgan  Stanley,  goes  at  a  12%  dis- 
count. Another  example:  The  new 


born  Japan  Equity  Fund,  launche 
last  August,  is  up  57%  so  far  this  yea 
yet  it  is  at  a  5%  discount.  Three  veal 
old  Japan  OTC  Equity  Fund  is  up  onl 
34%  this  year,  yet  trades  at  a  2' 
premium. 

Or  consider  the  Teutonic  triplet 
Germany,  Future  Germany  and  Nc 
Germany  (Forbes,  May  10).  Germ* 
ny  Fund,  founded  in  1986,  marcfk 
along  at  a  7%  premium,  while  Futur 
German)'  slouches  at  a  7%  discoun 
Note  that  these  funds  have  the  sam 
portfolio  manager  and  virtually  icier 
tical  holdings.  New  Germany,  with 
smaller-company  portfolio  and  th 
best  recent  performance  of  the  thre< 
is  at  a  9%  discount. 

Deutsche  Bank  Capital  Corp.,  th 
funds'  administrator,  recently  talke 
some  financial  publications  into  lis' 
ing  all  three  under  "Germany"  i 
their  closed-end  price  tables.  Will  th; 
erase  the  disparities  in  their  markc 
prices?  Don't  count  on  it.  Some  25 
of  the  shareholders  in  the  three  Gei 
man  funds  are  Japanese.  "Japane* 
brokers  don't  even  know  about  tho^ 
pages  in  Barron's  and  the  Wall  Stre, 
Journal,''''  scoffs  Smith  Barney's  cour 
try  fund  analyst,  Michael  Porter.  "If 
Japanese  housewife  calls  her  brokt 
and  says  her  husband  just  came  bac 
from  a  business  trip  in  Germany  an 
wants  to  invest  there,  the  broker  ju: 
buys  the  German}'  Fund." 

As  noted  elsewhere  (see  story, 
214),  stocks  are  cheaper  in  Europ 
these  days  than  in  Japan  or  the  U.S. 
you  want  to  diversify  internationally 
one  good  way  to  do  it  is  to  assemble 
small  portfolio  of  European  singk 
country  funds  trading  at  discount 
Buy  before  those  Japanese  investoi 
come  to  their  senses. 


Invest  in  the  beast 

Fund 

Assets 

Expense 

Premium/ 

Fund 

Assets 

Expense 

Premium/ 

($mil) 

ratio 

discount 

($mil) 

ratio 

discount 

Beauties 

Beasts 

Europe 

$93 

1.5% 

-1% 

GT  Greater  Europe 

$182 

1.9% 

-10% 

Germany 

143 

1.6 

7 

Future  Germany 

174 

1.5 

-7 

Japan  OTC  Equity 

69 

1.6 

2 

Japan  Equity 

71 

1.7 

-5 

Latin  America  Invest 

77 

2.6 

-3 

Latin  American  Discovery 

94 

1.6 

-12 

Spain 

92 

2.3 

3 

Growth  Fund  of  Spain 

170 

1.2 

-5 

Taiwan 

164 

2.9 

2 

ROC  Taiwan 

237 

2.5 

-11 

Other  things 
being  equal, 
you  want  to  buy 
the  closed-end 
trading  at  a 
bigger  discount 
and  running  up 
smaller  annual 
expenses. 


Source:  Morningstar,  Inc. 
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Semiconductors  •  Inregrared  Cro»ifs,«  Memories  •  COMPONENTS  •  Embedded  Controllers  •  Microprocessors 


iinT\/  f  r\Lrr  lur  irvr  ti  nr  n  aim/%  a  k\i  nr*  Thp  protfus™  r  M-900  mri 


in 


i  t  11    ■■     vii  wvbh   ■■  itria^M    ■■  liar   ■  h   \*r  ■  itu    ii     ith  uy  /VIUIUI WIU  UUC3  U  ICI  I  lUIHUUIC 

I  Jul^CT  IKADOBTAklT  CET  ATI  IDC  job  of  keeping  pilots  and  air  traffic  controllers  in  voice 
J  /VlwJI  llVlr  1 1  I         w  lit*  contact.  Not  only  can  it  pick  up  radio  transmissions  that 

i  dinhtlv  nff-from  \anr\/  it  nfforc  i  mmmnrAmicinn  norfnrmnnro  u/hon  nnorntinn  \A/ith  nthor  rnrlinc  nonrhv  Ri  it  tho  ronl 


ws  is  what  this  radio  doesn't  do-yet.  Because  communication  technology  and  the  needs  of  aviation  advance  so  rapidly, 
b  designed  it  with  enough  space  to  accommodate  upgrades  that  don't.exist  today.  That  way  the  radio  that's  new  today 
III  still  be  "new"  decades  down  the  road.  For  Motorola,  this  focus  on  the  future  is  just  one  more  way  we  focus  on  quality. 
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Trading  over-the-counter  can  be 
very  expensive,  but  there  are  ways 
to  minimize  your  transaction  costs. 


Here's  how  the  pros  do  it 


By  Gretchcn  Morgenson 

Do  vol'  SEE  a  trading  opportunity  in 
First  Albany  Cos.,  the  regional  invest- 
ment firm?  Despite  the  reeent  rally  in 
brokerage  stocks,  it's  trading  at  a 
mere  seven  times  earnings,  and  you 
could  maybe  get  in  and  out  for  a  quick 
50%  profit. 

Or  perhaps  you  want  to  sell  your 
position  in  Value  Line,  the  invest- 
ment data  publisher.  You  got  in  at  40 
a  year  ago,  the  stock  is  off  to  30,  and 
you  want  to  grab  a  tax  loss.  You'll  go 
back  in  after  a  month. 

Watch  out.  Both  of  these  stocks 
trade  over-the-counter,  with  spreads 
between  bid  and  asked  of  6%  and  9%, 
respectively.  To  that  spread  add  two 
brokerage  commissions  (say,  1%  each 
way)  to  get  your  round-trip  trading 
costs.  With  transaction  costs  like  that, 
a  small  profit  can  easily  vanish  and  a 
small  loss  turn  into  a  good-size  one. 

In  one  of  the  great  selling  jobs  on 
Wall  Street,  the  National  Association 
of  Securities  Dealers  has  persuaded 
thousands  of  public  companies  that 
the  over-the-counter  market  is  a  boon 
for  investors.  The  nasd's  automated 
quotation  service — Nasdaq — towers 
over  the  competing  American  Stock 
Exchange,  with  $891  billion  of  trad- 
ing last  year  to  the  Amex's  $42  billion. 

Nevertheless,  Nasdaq  can  be 
treacherous  for  retail  investors.  Con- 
sider First  Albany,  which  was  recently 
quoted  on  Nasdaq  at  8%  bid,  9V* 
asked.  If  you  want  to  buy,  you  pay  the 
asked  price.  If  you  want  to  sell,  you 
get  only  the  bid.  Place  a  limit  order  to 
buy  right  down  the  middle — at  9 — 
and  your  order  will  in  all  likelihood  be 
ignored . 

If  First  Albany  were  listed  on  an 
exchange  (New  York  or  American, 
probably),  then  the  marketmakers' 
role  would  be  taken  by  a  single  floor 
specialist.  Again,  there  would  be  a 
spread  between  bid  and  asked,  and  if 


you  insisted  on  an  immediate  execu- 
tion, you'd  have  to  buy  at  the  asked  or 
sell  at  the  bid.  But  if  you  are  patient, 
you  would  place  a  limit  order  down 
the  middle.  The  specialist  is  com- 
pelled to  put  that  order  on  his  book, 
and  to  cross  it  with  any  opposing 
order  (or  any  part  of  an  opposing 
order)  that  comes  in  at  the  same  price. 
We're   not   talking   nickels  and 


than  on  an  exchange. 

What  do  you  do  about  it?  Here  a 
five  tips  from  people  who  trac 
professionally. 
■  Don't  use  a  market  order  to  buy  • 
seli  an  o-t-c  stock,  unless  you  want  I 
get  in  or  out  regardless  of  cost.  In  th 
kind  of  order,  you  agree  to  acce) 
whatever  price  the  marketmakers  aj 
quoting  w  hen  the  buy  or  sell  goes  ii 


dimes.  A  recent  study  by  the  Amex 
calculates  that  trading  in  over-the- 
counter  stocks  costs  investors  some 
$3  billion  a  year  in  transaction  fees 
that  they  would  not  have  to  pay  if  the 
stocks  were  listed.  Not  surprisingly, 
the  NASD  disagrees  strenuously  with 
the  Amex's  analysis.  But  with  the 
average  spread  of  both  Amex  and 
New  York  Stock  Exchange  stocks 
coming  in  at  about  2 1  cents,  versus  59 
cents  for  Nasdaq's  most  liquid  issues 
(those  on  the  National  Market  Sys- 
tem), there  is  no  doubt  that  transac- 
tion costs  are  higher  over-the-counter 


It's  an  open  invitation  to  get  yc 
lungs  ripped  out. 
■  For  most  trades,  put  in  a  limit  ore 
somewhere  near  the  middle.  Says  F 
vid  Eidelman,  a  portfolio  manager 
Eidelman,  Finger  &  Co.  in  St.  Loi 
"My  rule  of  thumb  is  to  pick  t 
halfway  point  between  the  bid  a 
asked  and  place  my  order  Vs  abc 
that  if  I'm  buying  or  Vs  below  if  I 
selling."  In  the  case  of  First  Alba: 
you'd  place  a  buy  at  9V&.  The  mark 
makers  can  just  sniff  at  the  order,  t 
if  one  of  them  has  some  shares 
inventory  that  he  just  bought  at  i 
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Growth  stocks 

Company  —Recent  price—     Average  P/E 


bid 

ask 

spread1 

Barra 

8% 

9Ve 

8% 

19 

Bridgford  Foods 

13% 

14% 

10 

24 

Cambex 

VA 

7% 

9 

8 

Costar 

16 

17% 

8 

18 

<oll  Management  Svcs 

81/2 

9% 

8 

10 

Rag  Shops 

7% 

81/4 

8 

13 

texon 

4% 

51/4 

8 

1 

Vitalink  Pharmacy  Svcs 

10V4 

111/4 

9 

21 

Average  spread  of  asked  price  over  bid  during  April. 

Value  stocks 


Company 

—Recent  price- 

Average 

Price/ 

bid 

ask 

spread1 

book 

American  Consumer  Prods 

H  /4 

O  /2 

15% 

0.65 

nampsnirc  uroup  lio 

5 

5% 

in 

1U 

U.oo 

Kenan  Transport 

13'/4 

14% 

11 

0.93 

Lincoln  Foodservice  Prods 

6% 

7%  ' 

10 

0.82 

Seaway  Food  Town 

10% 

12% 

13 

0.66 

Smithfield  Cos 

81/2 

9V4 

12 

1.00 

Sonesta  Intl  Hotels 

51/4 

6 

11 

0.58 

Weyco  Group 

27% 

30 

10 

1.00 

Sources:  Amex  Trade  &  Quote  Database;  Media  General  via  Lotus  One  Source. 


issible  buys?  These  fast-growing  companies  trade  at  These  issues  trade  at  or  below  their  book  values, 

How-market  multiples— but  be  wary  of  those  spreads.  but  even  these  aren't  bargains  if  you  pay  the  spread. 


d,  he  may  shrug  and  let  you  have 
)ur  way. 

This  is  not  an  exact  science.  One 
vestor  recently  wanted  to  sell  a  stock 
joted  323/4  bid,  35  asked.  He  put  his 
nit  order  in  at  33  and  got  hit.  On  the 
ly  side,  a  portfolio  manager  recently 
)t  his  order  off  at  20  for  shares  of  a 
paly  traded  stock  that  carried  a  bid 
ice  of  19,  an  asked  of  21 . 
If  you  are  waiting  for  the  stock  to 
ove  before  buying  or  selling,  don't 
it  in  an  order  at  all.  Traders  say  it's 
lwise  to  put  in  an  order  for  an  o-t-c 
ock  that  is  far  below  or  above  where 
s  currently  trading.  If  you  do, 
j>u're  very  likely  to  get  hit  only  when 
[her  investors  are  stampeding  in  or 
tnicking  to  get  out — probably  with 
>od  reason.  Consider  what  would 
ive  happened  had  you  put  a  limit 
der  in  to  buy  Dell  Computer  in  late 
ay,  before  its  first-quarter  earnings 
nouncement.  Say  you  put  your  or- 
r  in  at  28  when  the  stock  was 
iding  around  32.  Nothing  happens 
itil  May  25,  when  Dell  announces  a 
'<%  drop  in  earnings.  Little  comfort 
at,  as  the  stock  falls  to  243/4,  you  get 
ur  500  shares  at  28. 
So  if  you  want  a  stock  but  only  if  it 
[ts  a  lot  cheaper,  just  keep  an  eye  on 
t  Reevaluate  the  situation  after  the 
>ck  has  fallen  close  to  your  target. 
Consider  using  a  full-service  firm 
her  than  a  discounter.  Most  dis- 
lunters  will  simply  funnel  your 
l.des  to  another  marketmaking  firm 
id  will  not  be  in  a  position  to 
!/ork"  the  trade  to  your  advantage 
ja  full-service  broker  could,  getting 
u  a  better  than  market  price.  A  firm 


that  makes  a  market  in  your  stock 
doesn't  charge  a  separate  agency 
commission;  rather,  it  quotes  a  net 
price.  So  first  ask  what  the  bid  and 
asked  prices  are.  Then  ask  if  you  can 
buy  your  shares  for  the  asked  price, 
net.  Some  firms  will  say  yes,  others  no, 
but  it's  worth  a  try. 

The  largest  discounter,  Charles 
Schwab  &  Co.,  is  in  the  marketmak- 
ing business  too,  via  its  ownership  of 
Mayer  &  Schweitzer.  Schwab  is  very 
honest  about  its  intentions.  Suppose 
you  are  a  customer  and  want  to  sell 
5,000  shares  of  Rexon,  recently 
quoted  at  4%  to  5-V4,  and  place  a  limit 
order  at  5.  Let's  say  Schwab  makes  a 
market  in  that  stock.  Along  comes 
another  Schwab  customer  with  a 
5,000-share  buy  order  at  the  same 
price.  Schwab  is  not  content  to  collect 
its  usual  $250  commission  from  each 
of  you.  It  wants  to  make  as  much  as  it 
can  of  the  $2,500  spread  as  well,  and 
will  let  your  two  orders  just  sit  until 
the  market  moves  up  or  down. 

If  the  stock  you  are  interested  in 
buying  has  recently  had  a  secondary 
offering  of  shares  or  is  a  relatively  new 
issue,  you  might  get  a  better  execu- 
tion on  your  trade  by  going  to  the 
firm  that  underwrote  the  offering. 
These  firms  may  have  customers 
holding  the  stock  who  would  be  in- 
terested in  selling  to  you  at  lower  than 
the  asked  price. 

■  Do  your  own  homework.  Just  be- 
cause you're  dealing  with  a  full-ser- 
vice broker  does  not  mean  that  you 
should  heed  all  the  o-t-c  research 
recommendations  that  issue  from  the 
firm.  Be  particularly  wary  of  over-the- 


counter  stocks  touted  by  brokers. 
Since  most  brokers'  firms  are  also 
marketmakers  in  o-t-c  stocks,  they 
have  their  own  agendas. 

On  the  other  hand,  there  are  plenty 
of  companies  on  the  Nasdaq  that  are 
underresearched  and  undervalued, 
that  trade  at  low  prices  to  their  book 
value  or  that  carry  modest  price/earn- 
ings ratios  (see  tables).  Brokers  do  not 
tout  these  stocks,  and  they  trade  rare- 
ly. You  are  probably  more  likely  to 
find  bargains  here  than  among  stocks 
your  broker  touts. 

■  Do  not  divvy  up  a  large  trade,  plac- 
ing separate  bids  with  several  brokers. 
This,  say  the  pros,  is  a  very  good  way 
to  drive  a  stock  down  if  you're  selling, 
or  up  if  you're  buying.  As  one  veteran 
trader  says:  "The  first  thing  an  o-t-c 
trader  wants  to  know  is  if  there's  any 
more  stock  behind  the  order." 

■  Be  patient,  especially  with  the  thinly 
traded  stocks  that  often  carry  the  wid- 
est spreads.  Put  in  open  orders  and 
keep  them  there.  The  spread  may  not 
change  for  days,  but  if  it  does,  don't 
move  your  order  price  to  reflect  the 
new  bid  or  asked.  If,  for  instance,  you 
want  to  sell  and  the  bid  moves  up  a 
half-point  closer  to  your  price,  do  not 
move  your  order  up  a  corresponding 
half-point  in  response.  By  doing  this, 
you'll  be  sending  a  message  to  the 
marketmaker  that  yours  is  not  a  bona 
fide  price,  and  your  order  will  proba- 
bly never  be  filled. 

We're  not  saying  avoid  Nasdaq. 
That  would  be  cutting  yourself  off 
from  a  major  part  of  the  universe  of 
stocks.  We're  just  saying:  Take  a  little 
extra  care  when  you  trade  there.  H 
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MUTUAL  FUNDS  PORTFOLIO 


Mutual  funds  are  more  popular  than  ever  and  continue  to 
attract  all  types  of  investors.  Shareholder  accounts  exceed  77 
million,  compared  with  under  10  million  at  the  beginning  of 

the  1980's-  Many  individuals  may  own  more  than  one 
shareholder  account.  Mutual  fund  shares  are  owned  by  about 
27%  of  U.S.  households.* 

That's  why  FORBES  brings  you  the  Mutual  Funds  Portfolio. 
It  gives  you  the  opportunity  to  review  and  learn  about 
different  funds  and  services  available  to  you.  Each  of  the 
participating  funds  in  this  portfolio  offers  you  a  prospectus 
with  more  information  about  its  funds.  Call  the  800  numbers 
indicated  in  their  ads  for  faster  service  or  mail  in  the  reader 
response  card  included  in  the  section.  You  should  always  read 
the  prospectus  carefully  before  sending  any  money. 

*  IC1 1/93 
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ADVERTISEMENT  2 


j  ACORN 

INTERNATIONAL 


Ralph  Wanger 
President  of 
Acorn  Investment  Trust 


UP  24%  SINCE  INCEPTION 

9/23/92  through  4/30/93 


\C0RN  INTERNATIONAL  —  Your  investment  passport  to 
the  exciting  markets  outside  of  the  U.S. 

Past  performance  is  not  indicative  of  future  results.  Shares  when  redeemed 
)y  be  worth  more  or  less  than  their  original  cost.  Please  call  for  a  prospectus 
containing  more  complete  information.  Read  it  carefully  before  you  invest. 

1-800-9-ACORN-9 

Wanger  Asset  Management,  L.P. 
227  W.  Monroe,  Suite  3000,  Chicago,  IL  60606-5016  1 

IE  AMERICAN  HERITAGE  FUND 

CAPITAL  APPRECIATION  FUND  OF  1991-92 

The  American  Heritage  Fund  is  an  aggressive 
I  Mutual  Fund  designed  for  investors  seeking  maxi- 
I  mum  capital  growth.  The  Fund  was  ranked  Ameri- 
ca's number  one  performing  Capital  Appreciation 
Fund  for  1991-92  by  Lipper  Analytical  Services, 
Inc.  and  was  rated  the  #1  diversified  fund  for  1st 
qtr.,  1993  by  Investor's  Business  Daily.  Past  per- 
formance does  not  guarantee  future  results.  For 
more  complete  information  including  charges, 
risks  and  expenses,  call  1-800-735-1243  for  a 
E  PROSPECTUS.  Read  it  carefully  before  you  invest. 

CALL  1-800-735-1243 

THE  AMERICAN  HERITAGE  FUND,  INC. 

31  West  52nd  Street,  New  York  NY  10019 


'fejjBf 


H  Thieme,  CEO 
jrtfolio  Manager 


o 


•ENHAM  UTILITIES  INCOME  FUND 


^  NEW  OPPORTUNITY 
•OR  INCOME  AND 
DNG-TERM  GROWTH. 
Ve're  the  first  to  offer  a  no-load 
itilities  fund  with  monthly 
ividends.  Historically,  utility 
lock  dividends  have  grown  faster 
tan  inflation,  making  them 
popular  choice  for  income- 
rinded  investors.  Of  course,  past 
erformance  does  not  guarantee 
jture  results. 


Growth  of  Utility  Stock  Dividends 
vs.  Inflation  (1946-1992) 


$8 

6 

S&P  Utilities  Index 
Dividends 

/ 

i 

4 

■  Inflation  (CP!) 

1946  1969  1992 

Sources:  Standard  6r  Poor's  Security  Price 
Index  Record  and  the  U  S.  Department  of  Latwr. 

You  pay  no  sales  commissions 
or  12b- 1  fees.  And  according  to 
Momingstar,  Inc.,  our  manage- 
ment fees  and  expenses  are 
significantly  lower  than  the 
average  for  all  utility  funds." 
fames  M.  Benham,  Chairman 

Call  for  a  prospectus  to  read 
carefully  before  you  invest. 

1-800-472-3389,  ext.  49 
□  The  Benham  Group 

Benham  Distributors,  Inc. 
1665  Charleston  Rd,  Mtn.  View,  CA  _ 


ECLIPSE  BALANCED  FUND 


v$*v    $P  # 


#2  Balanced  Fund  for  Past  12  Months 

Upper  Analytical  Services  -  April,  1993 

40%  Bonds,  60%  Stocks  is  our  target  and  the  average  approximate 
allocation  for  the  past  two  years.  Portfolio  allocation  may  vary  over  time, 
with  a  minimum  of  25%  invested  in  fixed  income  securities. 

1-800-872-2710  or  404-631-0414 


EVERGREEN  FOUNDATION  FUND 

Balanced  Fund 

Evergreen  Foundation  Fund  was  the  #1  Balanced  Fund  for  the  12  month 
and  3-year  periods  ended  3/31/93,  according  to  Lipper  Analytical 
Services.  It  outperformed  all  other  balanced  funds  tracked  by  Lipper  for 
the  period  since  it  was  introduced  on  January  2,  1990  through  March  31, 
1993.  Investing  in  both  stocks  and  bonds,  the  Fund  can  provide  a 
diversified  foundation  for  your  investment  program.  Call  for  a  prospectus, 
which  should  be  read,  prior  to  investing. 


A  Evergreen 

Past  performance  is  no  guarantee  of  future  results. 


1-800-235-0064 

Family  of  Funds 


THE  GABELLI  GROWTH  FUND 

Primary  objective  is  capital  appreciation  by 
employing  an  eclectic  earnings  driven  investment 
approach.  $1,000  minimum  initial  investment  for  all 
accounts.  No  initial  minimum  required  for  the 
Automatic  Investment  Plan.  Elizabeth  R.  Bramwell, 
CFA,  is  President  and  Chief  Investment  Officer. 
Call  1-800-GABELLI  (800-422-3554)  for  a 
Prospectus  which  contains  more  complete 
information  including  fees  and 
expenses.  Read  it  carefully  before  before  you  invest 
or  send  money. 

1-800-GABELLI  (800  422-3554) 
^  Gabelli  &  Company.  Inc.  6 


Elizabeth  R  Bramwell 


FUND  FACTS 


Mutual  funds  are  the  single  most  popular 
investment  vehielc  for  American*'  Individual 
Retirement  Accounts.  Mutual  funds  account  for 
about  29  cents  of  evcrv  dollar  of  IRA  assets.* 
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ADVERTISEMENT  3 

JANUS  FUNDS 

IF  YOU  DON'T  HAVE 

20  YEARS  OF  INVESTING 

EXPERIENCE,  USE  OURS. 

The  rules  are  simple.  The  more  you  do  something,  the  better  you  get 
at  it.  And  the  proof  is  in  the  results. 

At  Janus  Funds,  we've  put  over  20  years  into  getting  top  returns  for 
our  investors  and  we  have  a  record  that  proves  our  success.  For 
example,  for  the  period  ending  March  31,  1993,  Janus  Fund  had  an 
average  annual  total  return  of  17.19%  for  the  life  of  the  Fund. 

So  whether  you're  a  first-time  investor  or  a  market-wise  pro,  call  for  a 
free  prospectus  containing  more  complete  information.  Please  read 
the  prospectus  carefully  before  you  invest. 

We  have  over  two  decades  of  investing  experience  that  we  would  like 
to  put  to  work  for  you. 

Janus  Funds 

P.O.  Box  1 73375  Denver  CO 
80217-3375 

1-800-525-8983,  extension  416 
Ask  about  our  family  of  funds. 

1-800-525-8983,  ext.  416 

*Per  Upper  Analytical  Services,  Inc..  for  the  periods  ended  March  31,  1993,  Janus 
Fund's  average  annual  total  returns  for  the  one-,  five-  and  ten-year  periods  were 
15.58%,  21.18%.  and  15.86%.  respectively,  and  17.19%  for  the  life  of  the 
Fund  from  February  5,  1970  through  March  31,  1993.  Past  performance  does  not 
guarantee  future  results.  Your  return  and  share  price  will  vary  and  may  be 
worth  more  or  less  at  redemption  than  at  purchase.  7 

The  #1  Performing  Mutual  Fund 
For  The  Past  Five  Year  Period.* 
The  Kaufmann  Fund,  Inc. 


FORBES  MUTUAL  FUNDS  PORTFOLIO 


Lawrence  Auriana  and  Hans 
Utsch,  Portfolio  co-managers. 


5  Yr.  Total  Return 

300% 


]    S&P  500 
Total 
109% 
Annual  1 5.8% 


KAUFX 
FUND" 
Total 

336% 

Compounded 
Annual 
Return 

34.2% 


Outperformed  all  funds,  with  more 
than  twice  the  average  total  return* 

Morningstar  5  Star  (**♦**)  Rating  (as  of  1/8/93) 
For  information  call:  j  -800-237-01 32 


Period  ending  12/31/92,  per  Lipper  Analytical  Services  in 
All  Equity  and  Long-term  Taxable  Bond  Fund  categories. 

"Since  February  1986,  the  date  the  Fund  became  fully  operational  after 
reorganization,  the  Fund's  total  return  was  179%.  The  Fund's 
compounded  annualized  return  to  December  31,  1992  for  the  one 
year,  and  2/86-12/92  periods  are  11.3%,  16.1%  respectively.  Total 
returns  for  periods  ending  December  31,  1992  are  historical  and 
include  change  in  share  price,  reinvestment  of  dividends  and  capital 
gains.  There  is  a  0.2%  redemption  fee  and  a  12b-1  fee  in  excess  of 
0.25%.  For  more  information  including  charges  and  expenses,  please 
read  the  prospectus  carefully  before  you  invest.  The  performance 
cited  represents  past  performance  which  is  not  indicative  of  future 
results;  investment  performance  fluctuates;  fund  shares  when 
redeemed  may  be  worth  more  or  less  than  original  cost. 

THE  KAUFMANN  FUND 
1 7  Battery  Place,  NY,  NY  1 0004  •  Fax  (21 2)  344-6227  8 


An  Emerging  Performer, 


IAI  Emerging  Growth  Fund 

OUTPERFORMS  THE  S&P  500! 


One  Year 


Life  of  Fund 


IAI  Emerging  Growth  Fund 


21.90% 


25.35% 


sap  500  Index 


15.19%  13.46% 

Average  Annual  Return* 


1-800-945-3863  ext  604 

Investment  Ad\iscrs,  Inc.  P.O.  Box  357  Minneapolis,  Minnesota  554404)357 

*  Returns  are  historical  dirough  3/31A)3,  widi  Fund  inception  8/5A)l.  Returns  forj 
die  Fund  and  S&P  500  reflect  reim  cstnienl  <  >f  drvideixls  and  capital  gains.  S&P 
500  is  an  unmanaged  index  of  common  stock  prices.  The  Fund's  investment! 
return  and  principal  may  fluctuate,  so  that  when  redeemed,  shares  may  het 
worth  more  or  less  than  original  cost.  Read  die  Fund's  prospectus  careful!)! 
before  investing.  Distributed  by  LAI  Securities,  Inc.  Member  SlPC. 


Keiiipe 


Kemper  Tax-Free  Mutual  Funds. 

Don't  get  caught  in  the  tax  trap. 
Learn  how  to  earn  tax-free  income  NOW. 
1-800-KFS-5555  ext.  1602 

We'll  send  you  brochures  and  a  prospectus.  Before  you  invest  in  a  fund,  carefully 
the  prospectus,  containing  more  complete  information,  including  management: 
and  expenses.  Income  from  tax-free  mutual  funds  may 
be  subject  to  state  and  local  taxes,  and  a  portion  may 
be  subject  to  the  alternative  minimum  tax  for  certain  |j 
investors    212690    Kemper  Financial  Services.  Inc. 


Would  you  like  to  advertise  your  hinds 

FORBES  MUTUAL  FUNDS 
PORTFOLIO  SECTION? 


Call  Virginia  Carroll  at  (212)  620-2339 
for  further  information. 
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It  Looks  Good 
From  Up  Here 

Dur  Special  Investment  Trust 

is  the  only  small  company 
growth  fund  to  beat  the 
5&P  500  five  out  of  the 
last  five  years. 


kVe  did  it  The  Legg  Mason  Special  Investment  Trust  successfully 
Derformed  the  S&P  500  five  out  of  the  last  five  years!  Our  small  company 
ity  fund  has  shown  investors  that  their  money  has  been  well       r-  ^-j 
iaged...very  well  managed  indeed.  And,  with  no  up  front  sales  \rir 
rges  or  redemption  fees*  For  a  prospectus  containing  more  PC/1 
rmation,  including  charges  and  expenses,  simply  contact  a  """SmC! 
g  Mason  Investment  Executive  today  at  800-822-5544.  RroflM 

BnrMrt  &  Pows  500  Stock  Prw  Index  IS4P  S00|  s  an  unrranaged  group  of  securities  often  taken  as  representalM!  ol  Die  stock  market  as  a  wnole  Performance  reikis  or  toe 
retted  reinvestment  ot  OMOends  Legg  Mason  totats  reflect  change  in  snare  price  and  reinvestment  ol  opral  gains  and  dnndends  The  returns  shown  are  based  on  nstorcal 
a  are  not  intended  to  indcale  future  performance  Trie  investment  return  and  pnncipal  value  ot  the  fund  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth 
ss  man  their  onginal  cost  Please  read  the  prospectus  carefuity  before  irftesti  ng  or  sending  any  money  The  chart  does  not  lake  account  ol  any  taxes  a  tfererwtter  must  pay  on 
and  caortai  gains  -  'The  Fund  rays  an  asset-oased  osmbutjon  tee  Ttwt^sJtow  me  value  at  uwertfol  each  feci  y 

ftonrxmparmn  small  cwrrpany  growth  fund  rxjrtcmartcelomeSaPSOO  Advrser  absorbed  a  r»rfHjno!FurKt  expenses  m  fiscal  year  1986  through  1989  44 


XINGTON  GOI.I).  IM) 


load  fund  that  seeks  capital  appreciation  and  a  hedge  against  the 
>f  buying  power  of  the  U.S.  Dollar.  The  portfolio  provides  a  careful 
if  gold  bullion  and  gold  mining  shares  with  assets  diversified 
ghout  the  world.  Privileges  include  free  telephone  exchange  and 
iur  shareholder  services. 


I. 

NGTON 


1-800-526-0057 

Lexington  Funds  Distributor,  Inc. 

...because  the  first  thing  your  money  should  do  is  last., 


12 


XINGTON  GROWTH 
I)  INCOME  FUND 


•load  fund  that  seeks  long-term  growth  of  capital  and  current 
ne  by  investing  in  the  stocks  of  large  ably  managed  and  well 
;ed  companies.  Privileges  include  free  telephone  exchange  and 
iur  shareholder  services. 


NGTON 


1-800-526-0057 

Lexington  Funds  Distributor,  Inc. 

...because  the  first  thing  your  money  should  do  is  last.im 
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Forbes  Honor  Roll... 

1992, 1991, 1990, 1989 


IAI  Regional  Fund 

17  One/  Since  inception 

/  .8U  /c  5/20/8O 


15.41% 

Ten  Years 

15.79% 

Five  Years 

8.31% 

One  Year 

Average 

Annual  Return* 

1-800-945-3863  EXT  603 

Investment  Advisers,  Inc.  P.O.  Box  357  Minneapolis,  Minnesota  55440-0357 


*  Returns  are  historical  through  3/31/93  and  include  reinvestment  of 
dividends  and  capita)  gains.  The  Fund's  investment  return  and  principal 
may  fluctuate,  so  that  when  redeemed,  shares  may  be  worth  more  or 
less  than  original  cost  Read  the  Fund's  prospectus  carefully  before 
investing.  Distributed  by  IAI  Securities,  Inc.  Member  SIPC. 


14 

LEXINGTON  WORLDWIDE 
EMERGING  MARKETS  FUND 

Uncovering  the  best  investments  on  earth  „ 

A  no-load  fund  that  invests  in  equity  securities  of  companies  domiciled  in, 
or  doing  business  in  emerging  countries  and  emerging  markets.  If  you  are 
interested  in  participating  in  the  growth  potential  of  some  of  the  world's 
fastest  growing  capital  markets,  call  for  a  free  investor  kit. 

1-800-526-0057 

Lexington  Funds  Distributor,  Inc. 

...because  the  first  thing  your  money  should  do  is  last.  ^ 


LEXINGTON 
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FORBES  READERS  ARE 
MUTUAL  FUND  BUYERS 

FORBES'  750,000  subscribers  arc  affluent  and  active  investors 
with  an  average  household  income  of  nearly  S2 17,000  and  an 
average  net  worth  of  81,595,838. 
In  addition: 

•  64%  own  mutual  funds. 

•  The  average  value  of  their  mutual  funds  is  $161,379. 

•  The  average  value  of  their  total  investment  portfolio 
is  $1,082,786. 

Source:  Don  Bowdren  Associates,  1990  Subscriber  Study 


vertisement  5                            FORBES  MUTUAL  FUNDS  PORTFOLIO 

MCLAUGHLIN,  PIVEN,  VOGEL  SECURITIES,  IXC. 

MUNICIPAL  TRUST 

A  unit  investment  trust  consisting  of  a  fixed  portfolio  m 
of  municipal  bonds  providing  these  features: 

FEDERALLY  TAX-FREE  INCOME 
"AAA"  RATING 

REINVESTMENT  OPTION  J^W^ 
INSURANCE  PROTECTION             ^ ,  ™ 

Steve  Ircha 
Vice  President 

For  a  FREE  prospectus  call: 

STEVE  IRCHA,  Vice  President  at  1-800-221-4947  ext.  330 

The  prospectus  contains  more  complete  information,  including  tees  and  expenses 

Read  it  carefully  before  you  invest  or  send  money                                                      -j  g 

TWO  WAYS  TO  GET 
GOVERNMENT  SECURITY. 

The  Value  Line  US  Government  Securities  Fund.  To  maxirr 
income  while  minimizing  risk,  this  fund  invests  primarily  in 
Treasury  bonds,  GNMAs  and  other  high-yield  securities.  Since  th 
securities  (not  the  fund  itself)  are  backed  by  the  government  or 
agencies,  they  offer  virtually  no  risk  for  credit  safety. 

The  Value  Line  Adjustable  Rate  US  Government  Securities  Fu 

Our  ARM  Fund  seeks  low  price  volatility  by  investing  primarily 
securities  that  represent  pools  of  adjustable  rate  mortgages.  Th 
securities  (not  the  fund  itself)  are  also  fully  backed  by  the 
Government  or  its  agencies. 

100%  No  Load.  There  are  no  12b- 1  or  exit  charges,  either.  In  f 
no  sales  charges  of  any  kind  on  any  of  our  funds.  So  call  today  fi 
free  prospectus  on  the  funds  of  your  choice. 

Call  anytime,  24  hours  a  day 

1-800-223-0818,  ®"^1VALUE  LINE 
ext.  4601      Wim  MUTUAL  FUND 

711  3rd  Avenue,  NY,  NY  10017 

Past  performance  is  no  guarantee  of  future  results  Investment  return  and  prim 
value  will  fluctuate  and  redemption  value  may  be  more  or  less  than  original  < 
Please  read  the  prospectus,  which  contains  more  complete  information  mclu 
management  fees  and  expenses,  before  investing  or  sending  money  Value 
Securities,  Inc.  Distributor 

THE  MULTIPLE 

MUTUAL  FUND  PROGRAM"' 

Simplify  Your  Life  With 

•  Your  own  custom-tailored  portfolio  of  no-load  funds 

•  Comprehensive  performance  and  tax  reporting 

•  Diversification  among  funds  and  managers 

•  Long-term  investment  strategies  without  market  timing 

•  Annual  fees  that  start  as  low  as  $1 ,250 

A  service  of  Towneley  Capital  Management,  Inc., 
registered  investment  advisors  since  1 971 . 

1-800-545-4442  or  714-837-3580 

8:00AM  to  5:00PM  Pacific  Time                                                    1 7 

THE  QUEST  FOR  VALUE  FUNDS 

Top  performing  funds  managed  by  Quest  for  Value  Advisors,  a 
subsidiary  of  Oppenheimer  Capital,  one  of  the  nation's  leading 
institutional  investment  advisers. 

Quest  for  Value's  Opportunity  Fund,  Small  Capitalization  Fund, 

Investment  Quality  Income  Fund,  Global  Equity  Fund  and  National 

Tax  Exempt  Fund  are  top  performers,  as  reported  in  the  press 

throughout  1 992  and  1 993.   s. 

Look  for  the  Quest  for  Value  Funds     f                 P  „, 

in  The  Wall  Street  Journal                          £ue>|  h>' ,Va,"e 
■atir-io           j                      L            ramilv  of  r  units 
Mutual  Fund  Scorecard. 

(800)  232-3863 

For  more  complete  information  about  the  Quest  for  Value  Funds,  including  charges  and 
expenses  call  your  Financial  Consultant  or  Quest  for  Value  for  a  prospectus  Read  it  carefully 
before  you  invest  or  send  money  The  performance  data  Quoted  represents  past  performance 
The  investment  return  and  principal  value  of  an  investment  will  fluctuate  so  an  investor's  shares  "|  Q 
when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 

I 

HPT  SIT  "NEW  BEGINNING"® 
fgy  INTERNATIONAL  GROWTH  FUN 

Increasing  your  investment  returns  and  reduc 
^r^^^^L    portfolio  risk  through  diversification  are  t 
■   compelling  reasons  for  investing  worldwide.  The 
W    "New  Beginning"  International  Growth  Fum 
v    one  of  six  100%  no-load  mutual  funds  managec 
^HKjb  Sit  Investment  Associates.  Call  us  for  details  ar 
'      Jl  free  ProsPec,us-  Please  read  the  prospec 
N^B^HF  JnI  carefully  before  investing. 

Eugene  C.  Sit,  CFA 
Resident  &  CIO 
rounder  (1981) 

Member  of 

800-332-5580  100%S- 

RUSHMORE  AMERICAN  GAS 
INDEX  FUND 

American  Gas  Index  Fund  is  the  only  pure  no-load  natural  gas 
mutual  fund.  It  offers  you  a  convenient  way  to  participate  in  the  growth 
of  the  natural  gas  industry.  Energize  Your  Portfolio. 

'"' .                                 Year-to-Date  Total           Average  Annl.  Total  Return 

Return  thru  4/30/93      One-Year          Lite  of  the  Fund 

^"*-w£r   14.01%     35.38%  10.55% 
RuSHMORE    Call  800-621-RlISH(7874) 

Read  the  prospectus  carefully  before  you  invest.  Average  annual  total  returns  are 
historical  for  the  periods  ended  3/31/93  and  include  changes  in  principal  and  reinvested 

rl'wirtpnrl*;  anrl  ranital  npinQ  Your  rpfiirn  and  nrinrinal  will  varv  anrH  \/nn  mav  hav^  a 

u  /iuci  iuo  a i  iu  VsG^JUGi  y an  lo.   i  jui  i  criui  1 1  ai  \\J  yji  u  loi^Jai  win  vqi  y  ai  IU  VUU  1 1  lay  I  lave  a 

gain  or  loss  when  you  sell  shares  The  fund  began  5/10/89.                           -j  g 

Would  you  like  to  advertise  your  funds 

FORBES  MUTUAL  FUNDS 
PORTFOLIO  SECTION?  j 

Call  Virginia  Carroll  at  (212)  620-2339 
for  further  information. 

MONEY  GUIDE 


Watch  those  fees  and  extra  charges. 
Over  the  years  they  really  mount  up. 

Gimme  a  break 


By  Mary  Beth  Grover  and  Jason  Zweig 


Tired  of  being  nickeled  and  dimed 
to  death  with  fees  on  your  invest- 
ments? As  the  investment  business 
gets  more  competitive,  some  manag- 
ers are  offering  comparative  bargains. 
Take  maximum  advantage  of  them — 
w  hich  means  taking  maximum  advan- 
tage of  your  capital.  Low-cost  doors 
open  at  $50,000  that  are  not  open  for 
investors  who  have  only  $5,000. 

Small-stakes  investors  should  con- 
sider this  deal  at  Janus  funds:  You  pay 
a  single  "lifetime"  mainte- 
nance fee  of  $100,  and  are 
exempt  from  ever  again 
paying  an  IRA  fee  in  any  of 
Janus1  12  hinds. 

For  ira  accounts  of  $500 
or  more,  Fidelity  will  waive 
sales  loads  on  all  its  funds 
except  Magellan,  the  Select 
sector  portfolios  and  a  few 
foreign  funds.  At  Scudder  a 
$500  IRA  transfer  or  roll- 
over in  1993  gets  you  out  of 
the  annual  $10  IRA  mainte- 
nance fee  indefinitely. 

With  $500  you  could  al- 
ways open  an  ira  at  Van- 
guard, but  even  the  skin- 
flints of  Valley  Forge  will  charge  an 
annual  $10  maintenance  fee  until  you 
have  at  least  $50,000  in  ira  assets. 

With  $2,000  you  can  get  into  Har- 
bor Bond  fund,  run  by  fixed-income 
wizard  William  Gross  (Forbes,  Mar. 
15).  Over  the  past  five  years  Harbor 
Bond  has  rung  up  12.4%  compound 
annual  returns — just  as  good  as 
Gross1  more  famous  Pimco  Total  Re- 
turn hind,  which  won't  let  you  in  the 
door  if  you  have  less  than  a  $500,000 
minimum  investment. 

If  you  have  $3,000  you  can  open  a 
taxable  account  in  most  Vanguard 
hinds.  With  24  different  flavors  and 
annual  expenses  as  low  as  23  cents  per 
$100,  Vanguard's  fixed-income 
funds  have  the  lowest  management 
fees  in  the  business. 


A  $10,000  total  ira  balance — con- 
tributions, transfers  and  rollovers — 
qualifies  for  lifetime  exemption  from 
annual  maintenance  fees  at  Charles 
Schwab  &  Co.,  so  long  as  that  thresh- 
old is  reached  by  September  1994.  At 
10  or  12  bucks  a  year  per  investment, 
IRA  fees  can  add  up  over  the  decades, 
so  if  you're  a  buy-and-hold  investor,  a 
self-directed  IRA  at  Schwab  makes  a 
lot  of  sense. 

For  $25,000  you  can  get  into  sev- 


eral no-load  bond  funds  run  by  Fed- 
erated Management  of  Pittsburgh, 
including  its  Short-Intermediate 
Municipal,  gnma,  High-Yield,  Inter- 
mediate Government  and  Short- 
Term  Income  funds.  All  have  excel- 
lent records  and  expense  ratios  aver- 
aging a  reasonable  0.5%. 

At  $50,000  Fidelity's  27  no-load, 
low-expense  Spartan  Funds  stop 
charging  for  checks  ($2  each  for  ac- 
counts with  lower  balances),  wire 
transactions,  exchanges  and  redemp- 
tion fees  ($5  otherwise).  What's 
more,  a  $50,000  balance  evades  the 
1%  redemption  fee  assessed  on  shares 
of  Spartan  High  Income  sold  within 
270  days. 

Five  notes  with  Salmon  P.  Chase  on 
them  will  also  get  you  into  a  variety  of 


mutual  hinds  with  low  expenses  and 
fine  performance,  including  South- 
eastern Asset  Management  Value  and 
Lazard  Special  Equity. 

One  way  to  keep  loads  and  fees 
down  is  to  be  rich.  Not  because  fund 
managers  are  snobs  but  because  it 
costs  as  much  to  handle  a  small  ac- 
count as  a  big  one,  there  are  many 
funds  where  big  customers  get  a  spe- 
cial deal. 

For  $100,000  you  can  get  into 
Cohen  &  Steers  Realty,  a  fund  with  a 
strong  record  of  investing  in  real  es- 
tate investment  trusts. 

Of  course,  such  hinds  with  relative- 
ly high  minimums  are  often  available 
in  lower  amounts  through  Charles 
Schwab,  but  that  firm  has  a  minimum 
of  its  own — a  $29  transaction  fee  on 
those  funds. 

At  the  $1  million  mark  you  have 
enough  wampum  to  escape  any  sales 
load  on  the  American 
funds  run  by  Capital  Re- 
search &  Management  of 
Los  Angeles.  Poorer  folks 
must  shell  out  sales  loads 
of  as  much  as  5%%.  The 
firm's  flagship  fund,  In- 
vestment Company  of 
America,  has  $15.4  billion 
in  assets  and  a  comfortable 
0.58%  expense  ratio.  With 
much  lower  risk  than  the 
average  fund,  ica  has 
outperformed  the  Stan- 
dard &  Poor's  500  index 
in  every  ten-year  period 
since  1962. 

A  million  clams  also 
makes  you  good  enough  for  Miller 
Anderson  &  Sherrerd,  outside  of 
Philadelphia,  whose  MAS  Pooled  Se- 
lect Equity  and  MAS  Pooled  Small 
Capitalization  Value  funds  have 
among  the  best  records  of  returns — 
and  highest  minimum  investments — 
in  the  fund  business. 

For  really  high  rollers,  Vanguard's 
Institutional  Index  Fund  accepts  de- 
posits of  $10  million  or  more,  invest- 
ing them  in  the  Standard  &  Poor's 
500  and  charging  almost  invisible  an- 
nual expenses  of  0.07%. 

Not  many  investors  can  qualify  for 
that  Vanguard  break,  but  all  investors 
can  profit  by  minimizing  those  little 
charges.  In  a  bull  market  you  scarcely 
notice  them,  but  in  a  bear  market  they 
really  hurt.  KB 
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Be  careful,  when  you  walk  into 
an  investment,  that  a  door  does  not 
slam  shut  behind  you. 

Trapped 


By  Jason  Zweig 


Exit  fees  are  poison  for  investors. 
The  minute  you  buy  a  fund  with  a  5% 
deferred  sales  charge,  for  example, 
you  are  5%  poorer.  Either  you  pay  this 
fee  now  to  escape,  or  you  will  have  to 
stay  long  enough  for  the  fund  opera- 
tor to  gouge  the  same  sum  out  of  your 
portfolio  through  annual  1 2b- 1 
charges. 

Okay,  you're  smart  enough  never 
to  buy  a  fund  with  an  exit  load.  But 
could  a  financial  services  firm  ambush 
you  by  imposing  a  new  exit  fee  retro- 
actively? It  scarcely  seems  fair,  but  this 
sort  of  thing  seems  to  be  happening 
these  days  with  disturbing  frequency. 
The  lesson  is  that  you  should  look 
over  your  shoulder  before  buying  any 
kind  of  financial  product.  Consider 
these  cases: 

TJje  tax  trap.  William  Rubert  of 
Detroit  has  owned  Massachusetts  In- 
vestors Trust,  the  venerable  mutual 
fund,  since  1949.  In  1991  the  distrib- 
utor, Massachusetts  Financial  Ser- 
vices, began  charging  an  annual  12b- 
1  fee  for  "marketing  and  distribu- 
tion"— more  bluntly,  payments  to 
brokers  for  pushing  the  fund. 

On  his  S65,000  account,  Rubert 
must  now  pay  SI 00  in  annual  12b- 1 
fees.  Not  much,  perhaps.  But  nearly 
half  a  century  after  paying  an  8.5% 
load,  does  Rubert  really  owe  his  bro- 


ker anything  more?  Rubert  would  like 
to  sell  in  protest,  but  his  cost  basis  is  so 
low  that  he  would  incur  punishing 
gains  taxes.  So  he  has  no  choice  but  to 
stay  put. 

Moral:  Stick  with  fund  sponsors 
that  have  a  long  history  of  keeping 
their  expense  ratios  below  average. 
Among  the  no-load  fund  families  that 
consistently  charge  1%  or  less  per  year 
in  expenses  are  Vanguard,  USAA, 
Twentieth  Century,  Federated  and 
Nicholas. 

TJje  departure  tax.  Customers  of 
Smith  Barnev,  Shearson,  PaineWeb- 
ber,  Merrill  Lynch  and  Prudential  Se- 
curities may  have  to  pay  a  S50  fee  to 
close  their  brokerage  or  retirement 
accounts.  Even  such  discount  brokers 
as  Fidelity  Investments  and  Quick  & 
Reilly  nick  S50  out  of  investors  clos- 
ing an  ira.  This  is  unlikelv  to  break 
anyone,  but  it's  darned  annoying — 
some  of  these  fees  were  applied  retro- 
actively. Discount  broker  Charles 
Schwab  &  Co.  is  capitalizing  on  inves- 
tor disgruntlement  by  offering  to  re- 
bate at  least  part  of  any  closeout  fees 
that  a  customer  incurs  by  switching 
money  from  another  brokerage  to 
Schwab. 

The  redemption  fee  squeeze  play.  Fi- 
delity Capital  &  Income  Fund 
charges  a  1 .5%  redemption  fee  (  which 


reverts  to  other  fund  shareholders 
not  Fidelity)  on  shares  owned  lea 
than  365  days.  Fair  enough;  all  share 
holders  were  duly  forewarned.  Bu 
now  Fidelity  has  a  little  gotcha.  As  d 
Apr.  I,  it  has  hiked  the  fund's  man 
agement  fee  by  0.2  percentage  point! 
Want  to  vote  with  your  feet?  You're  ij 
a  bind  if  you've  held  the  fund  for  les 
than  a  year. 

TJje  blank  cheek  trust.  The  Massa 
chusetts  Co.  is  trustee  for  about  4,50 
trust  accounts,  mostly  invested  in  mu 
tual  funds  run  by  Keystone  Group  ( 
Boston.  Last  year  the  Massachusett 
Co.  doubled  its  annual  trust  fee  o 
existing  accounts  to  S500,  which  goe 
on  top  of  Keystone's  own  lavish  fee 
and  expenses  of  up  to  3.4%  annuall) 
One  investor  wrote  to  Forbes  com 
plaining  that  his  Keystone  funds  w  er 
in  an  irrevocable  trust,  whose  truste 
cannot  be  altered.  So  he  and  his  heii 
may  have  to  meekly  fork  over  in  pel 
petuity  any  fee  the  Massachusetts  Co 
asks  for. 

Moral:  If  you  are  setting  up  a  tru« 
for  your  heirs,  include  a  provision  i> 
the  trust  agreement  allowing  the  ben 
eficiaries,  acting  in  concert  with 
third  party  ( such  as  your  lawyer),  q 
fire  a  bank  trustee  and  substitute  an 
other  bank.  Caution:  Don't  give  th 
beneficiaries  sole  discretion  to  mafc 
the  move,  or  you  may  defeat  the  ta> 
saving  purpose  of  the  trust. 

The  surprise  policy.  Cash  value  ir 
surance,  sold  with  "illustrations"  thi. 
make  a  variety  of  rosy  assumption: 
can  end  up  costing  far  more  than  yo 
are  led  to  believe.  Financial  plannc 
James  Schwartz  of  Englewood,  Cole 
cites  the  case  of  a  couple  that  bought 
second-to-die  policy  projected  rj 
build  up  cash  values  at  9%  annually,  q 
that  rate  they  would  pay  their  SI. 
million  in  premiums  over  five  year 
But  then  interest  rates  fell,  the  insure 
revised  the  crediting  rate  to  7%  an 
the  projected  premium  period  h; 
lengthened  to  about  a  decade — sub 
jeering  the  policy  buyers  to  unexpeci 
ed  gift  taxes. 

Can  the  victims  vote  w  ith  their  feet 
Not  easily.  Punitive  exit  loads  are  bui 
into  the  terms  of  most  cash  valu 
policies.  One  more  reason  for  man 
younger  and  even  middle-aged  pec 
pie  to  pass  up  whole  life  for  cheapt 
term  insurance  and  invest  the  prem 
urn  savings  in  municipal  bonds.  ■ 
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We're  Looking  for  Millions  Of 
Missing  Homeowners. 

Millions  of  lower-income  families  have  the  lenders,  real  estate  agents,  credit  counselors, 

desire  to  buy  a  home.  Many  are  ready  now.  appraisers,  and  others  in  the  lending  industry. 

But  they  may  be  intimidated  by  the  buying  Together  we  created  an  outreach  program 

process.  Uncertain  how  the  system  works.  to  assist  lower-income  families  who  want  to 

Or  blocked  by  discrimination.  Others  just  buy  homes.  We  produced  a  guide  to  help  them 

need  a  little  help  getting  started.  They  may  decide  if  they're  ready.  And  we're  matching 

need  information  on  how  mortgage  lenders  up  families  with  professionals  in  their  area  who 

evaluate  employment  records.  Or  advice  on  can  help  them  with  the  home-buying  process. 


establishing  a  credit  history. 


Fannie  Mae  is  the  nation's 


These  are  problems  the  Showing  America  A  New  Way  Home,  largest  source  of  funds  for 
housing  industry  urgently  needs  to  address.      home  buyers.  For  more  information  about  our 

And  Fannie  Mae  is  taking  the  lead.  We're  efforts  to  help  people  overcome  the  barriers 
building  partnerships  by  bringing  together      to  homeownership,  call  us  at  1-800-548-9444. 

©1993,  fannie  Mae 


In  the  dark  about  basic  financial  planning  issues? 
There's  more  help  out  there  than  you  may  realize- 
anda  lot  of  it's  free. 

Eight  freebies 


By  Carolyn  T.  Geer 

ONE  useful  tip  that  you  almost  never 
see  in  the  myriad  personal  finance 
books  being  sold  today  is  this  one:  A 
good  w  ay  to  save  for  your  retirement 
is  to  slash  your  expenditures  on  per- 
sonal finance  books.  Why  not  make 
do  with  free  financial  booklets  to  the 
extent  feasible?  To  fill  the  gap,  w  e  list 
here  an  assortment  of  excellent  per- 
sonal finance  guides  that  don't  cost 
anything. 

Mutual  fund  taxes.  What's  the  cost 
basis  of  the  mutual  fund  shares  you 
inherited  from  Aunt  Millie?  Read 
"Calculating  Your  Gains  and  Losses: 
A  Mutual  Fund  Investor's  Guide  to 
Cost  Basis"  (12  pages,  1993),  pub- 
lished by  Fidelity  Investments.  It  lists 
the  four  different  accounting  meth- 
ods for  determining  mutual  fund  cost 
basis  and  how  to  treat  shares  in 
merged  funds.  To  order,  call  800- 
544-8888. 

Option  taxes.  How  do  you  treat  the 
gain  on  a  short  position  in  call  options 
held  for  more  than  one  year  ifyou  also 
ow  n  the  underlying  stock?  We'll  bet 
your  tax  adviser  doesn't  know  .  "Tax- 
es &  Investing:  A  Guide  for  the  Indi- 
vidual Investor"  (48  pages,  1991) 
summarizes  the  convoluted  rules  on 
the  taxation  of  options  and  stock  in- 
dex futures.  The  guide,  written  by  a 
Grant  Thornton  lawyer,  is  distributed 
free  by  brokers  and  option  exchanges; 
call  800-843-2639. 

Overseas  assignments.  You  get  a 
S70,000  foreign  earned  income  ex- 
clusion on  your  salary  from  an  over- 
seas posting.  Should  you  claim  it?  Not 
necessarily,  according  to  kpmg  Peat 
Marwick's  "U.S.  Taxation  of  Ameri- 
cans Abroad"  (94  pages,  1990).  This 
booklet,  available  at  kpmg  Peat  Mar- 
wick's 135  U.S.  offices,  also  lists  vari- 
ous employment-related  tax  deduc- 
tions, special  rules  for  self-employed 
expatriates  and  summaries  of  U.S.  tax 


treaties.  The  publication  is  free  to 
clients.  Does  your  company  use  some 
other  Big  Six  firm?  Just  ask;  chances 
are  it  hands  out  a  variety  of  valuable 
freebies  like  this  one. 

Treasury's  on  the  cheap.  You  can  save 
a  S50  broker's  fee  when  buying  newly 
issued  Treasury  bonds,  notes  and  bills 
in  noncompetitive  auctions  by  buying 
directly  from  the  government.  Get 
"Information     about  Marketable 


These  guides  contain  advice  worth 
more  than  what  you  pay  for  it. 


Treasury  Securities"  (18  pages, 
1992  )  from  the  Consumer  Informa- 
tion Center,  Dept.  572Z,  Pueblo, 
CO  81009.  The  same  folks  have  a 
booklet  (m  buying  EE  bonds  ( for  50 
cents).  But  be  careful.  Unless  you 
have  a  fairly  low  income  and  children 
w  ho  are  saving  for  college,  the  EEs  are 
no  longer  a  bargain. 

Flood  insurance.  For-profit  insur- 
ance companies  won't  cover  your 


house  for  flood  damage.  Ifyou  wat 
to  participate  in  the  federally  subs 
dized  program,  get  "Answers  t 
Questions  About  the  National  Floe 
Insurance  Program"  ( 50  page 
1992)  from  the  government  freeb 
center  cited  in  the  preceding  par; 
graph,  Dept.  5847. 

Life  insurance.  How  can  you  an; 
lyze  complex  life  insurance  policy  i 
lustrations?  This  and  dozens  of  oth< 
questions  about  life  insurance  are  ac 
dressed  in  "Life  Insurance:  Answe 
to  Questions  You  Should  Ask'*  5 
pages,  1992  ),  written  by  Arthur  Ai 
dersen  and  handed  out  free  by  Mass; 
chusetts  Mutual  Life  Insurance  Co. 
companion  guide,  "Life  Insurance  i 
Your  Personal  Financial  Plan"  4 
pages,  1991 ),  contains  worksheets  fc 
estimating  how  much  coverage  vo 
need.  To  order,  call  800-872  205( 
Notwithstanding  that  Mass  Mutu 
hopes  to  sell  more  life  insurance,  the^ 
pamphlets  are  excellent  primers. 

Medipfap  insurance.  Do  you  nee 
Medicare  supplement  insurance?  An 
if  so,  what  kinds  of  policies  are  avai 
able?  The  "1993  Guide  to  Healt 
Insurance  for  People  with  Medicare 
(31  pages)  explains  what  Medicat 
pays  and  doesn't  pay,  and  offers  hin 
on  shopping  for  private  health  insui 
ance.  Write  the  National  Associatio 
of  Insurance  Commissioners,  P.( 
Box  263,  Dept.  42,  Kansas  City,  M< 
64193-0042. 

Social  Security.  What  decrease  i 
monthly  benefits  do  you  suffer  if  yd 
start  receiving  Social  Security  at  6 
rather  than  at  65?  "Understandin 
Social  Security"  (44  pages,  199,: 
answ  ers  this  and  a  lot  of  other  que: 
tions.  Write  the  Social  Security  Ac 
ministration.  Office  of  Public  Affair 
Public  Information  Distributio 
(  enter,  P.O.  Box  17743,  Baltimore 
MD  21235. 
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It's  So  Remarkable,  We  Hate  To  Call  It  A 
Computer.  Luckily,  Its  CD-ROM  Reference 

Library  Can  Come  Up  With  A  Better  Term. 

  __  


Because,  as  a 
rule,  computers 
don't  answer  your 
phone  and  take  a 
personal  message 
when  you're  at  a 
sales  meeting  in 
Schenectady,  like 
the  Sensation  can. 
And  they  can't  give 
you  an  animated 
model  of  the  double 
helix  formation 
that  builds  a  DNA 
molecule,  like  the 
Sensation  will.  And  they  certainly  can't 
play  a  strict  four-part  fugue  in  full 
digital  stereo,  which,  by  the  way,  the 
Sensation  does.  And  when  was  the 
last  time  a  computer  read 
your  agenda  over  the 
phone  when  you  forgot 


The  Intel  Inside  logo  is  a  registered  trademark  of  Intel 
Corporation.  IBM  is  a  registered  trademark  of  IBM  Corp. 


where  you  were 
supposed  to  be 
at  2  o'clock?  Or 
faxed  off  a  quick 
note  to  the  school 
nurse  when  your 
youngest  son  had 
a  bad  case  of  the 
sniffles?  Or  told 
you  the  correct 
way  to  pronounce 
a  word  such  as 
"threnody"?  Or 
even  played  you 
the   late  local 


news?  Of  course,  the  Sensation  can 
do  any  one  of  them.  So  you  can  see 
why  it  just  doesn't  seem 
appropriate   simply  to 
call  it  a  computer.  And 
why  we'd  rather  just  go  ahead  and 
let  the  Sensation  speak  for  itself. 


Not  just  IBM-PC  Compatible,  Family  Compatible, 


Available  exclusively  at  the  Tandy  Corporation  Family  of  Retail 
Stores:  Radio  Shack,  Computer  City  and  The  Incredible  Universe. 


MONEY  6UIDE 


I  paid  off  most  of  my  mortgage  without  intending  to. 
The  moral  is:  Kids  and  computerized  personal  finance 
programs  don't  mix  well. 


Oops 


By  David  C.  Churbuck 

The  home  computer  is  a  powerful 
medium  for  managing  family  fi- 
nances. Such  programs  as  Intuit's 
Quicken  and  Meca's  Managing  Your 
Money  integrate  check-writing, 
checkbook  balancing,  budgeting, 
portfolio  management  and,  with  the 
addition  of  a  second  program  (such  as 
ChipSoft's  TurboTax),  tax  prepara- 
tion. But  be  careful.  There  are  dan- 
gers in  them. 

Consider  the  curious  query  that 
recently  came  into  the  cus- 
tomer support  department 
at  Intuit  Inc.  in  Menlo 
Park,  Calif.  The  customer 
said  that  the  program 
locked  her  out  for  not 
knowing  a  password — yet 
she  had  never  activated  the 
password  feature.  Could 
the  companv  please  un- 
scramble the  financial  re- 
cords on  the  disk  and  send 
the  data  back? 

When  Intuit's  engineers 
were  able  to  remove  the  password, 
they  found  the  last  transaction  to  be  a 
transfer  of  the  entire  checking  ac- 
count balance  to  a  burglar  who  had 
broken  in,  written  a  check  to  himself, 
and  then  locked  away  the  deed  with  a 
password  of  his  own.  The  story  has  a 
happy  ending:  The  crook  was  caught 
and  convicted.  Still,  it  should  give 
you  pause. 

Lesson:  Open  those  monthly  bank 
statements.  A  computer  doesn't  ab- 
solve you  of  your  legal  obligation  to 
report  discrepancies  in  your  checking 
account  promptly.  Generally,  you 
are  not  liable  for  the  first  forged 
check  cashed  against  your  account. 
But  if  your  negligence  permits  a 
crook  to  continue  a  series  of  embez- 
zlements, you  may  have  to  eat  the 
losses. 

Liability-  for  computerized  stock 


trading  errors  is  a  little  murkier.  It's 
not  clear  who  loses  if  you  lean  on  a 
function  key  and  accidentally  short 
50,000  IBM.  Be  on  the  safe  side  and 
assume  that  you  are  responsible  for 
finding  the  error  in  your  next  broker- 
age statement. 

The  typical  commercial  bank  com- 
puter is  a  fault-tolerant  mainframe 
capable  of  withstanding  a  hurricane 
or  lightning.  Home  computers  are 
more  exposed  to  the  weather — and  to 


less  foreseeable  disasters. 

Like  my  kids.  The  other  day,  while 
fighting  over  the  right  to  control  the 
mouse  in  a  program  called  KidPix, 
they  somehow  activated  my  Quicken 
finance  program.  It  can  happen  easily 
enough  ifyou  use  the  powerful  multi- 
tasking feature  of  Windows  to  keep 
one  program  alive  in  the  background 
while  another  is  running. 

One  of  the  little  darlings  managed 
to  pay  off  20  years  of  a  30-year  mort- 
gage in  the  space  of  a  few  seconds  by 
leaning  on  the  Enter  key.  A  few  days 
later  the  bank  was  calling  to  ask  if  I 
meant  to  write  240  identical  checks. 
Thank  goodness  an  alert  clerk — or 
software  algorithm — caught  the  mis- 
take. But  what  if  it  hadn't? 

Lesson:  If  children  use  your  com- 
puter, consider  spending  S40  for  a 
program  like  Kid  Desk  from  Edmark, 


which  keeps  little  fingers  out  of  one 
portfolio  and  checkbook  by  creating 
child's  graphical  user  interface — \ 
preschool  Windows  it  you  will — thj 
lets  children  execute  only  the  pn 
grams  you  want  them  to.  Kid  Desi 
can  be  configured  to  automatical! 
appear  when  the  computer  is  turns 
on,  and  the  adult  owner  can  switch  t 
his  programs  with  a  simple  sequent 
of  keystrokes. 

Passwords  are  another  w  ay  to  pn 
tect  your  precious  data.  But  no^ 
you've  created  a  new  problem.  Wh« 
if  you're  the  kind  of  person  whi 
might  forget  a  password?  Store  it  ~A 
your  safe  deposit  box,  along  with  yoi 
backup  diskettes. 

Don't  have  backups  in  the  sal 
deposit?  Get  cracking,  especially 
your  computer  stores  vital  data  lik 
past  tax  returns.  '*I  urge  a  system  c 
alternating  backups,"  says  the  com 
pulsively  w  ell-organized  Andrew  To 
bias,  author  oi Managing  Tour  Moh 
ey.  "Copy  to  the  first  dia 
today,  and  put  it  behind  th 
second,  which  then  b« 
comes  the  first.  Tomorrow 
that  second  disk  will  be  th 
one  you  back  up  to."  Thu 
when  the  computer  crasht 
^  and  the  first  backup  alsi 

tails,  you  have  still  lost  onl 
one  session's  worth  of  dat; 

Note  that  we  did  not  sa; 
"If  your  computer  crash 
es.  .  .  ."  There  is  no  "if.! 
All    computers  crash 
some  time;  the  only  question  is  whet 
A  useful  tool  here  is  Symantec 
Norton  Utilities  (SI 79)  or  the  DC 
backup  command.  It  copies  froc 
your  hard  drive  onto  a  floppy  only  th 
files  that  have  been  altered  since  you 
last  complete  backup. 

The  complete  backup — every  har 
disk  file — should  be  stored  in  vol 
safe  deposit.  Rotate  one  of  the  dail 
backup  diskettes  into  the  safe  depos 
even'  three  months.  Reconstruct  th 
soup-to-nuts  backup  annually. 

Don't  have  a  safe  deposit  box?  Bei 
ter  get  one. 

For  some  records,  like  tax  return 
no  number  of  backup  copies  is  goo 
enough.  Magnetic  recording  medi 
are  subject  to  gradual  deterioratior 
So  print  out  the  data  and  store  th 
paper  in  a  safe  place. 

Don't  sav  we  didn't  warn  you. 
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tome  people  pick  their  own  stocks, 

)thers  let  pro  managers  do  the  job  for  them. 

Here's  an  intermediate  strategy. 

Needles 
in  haystacks 


Jy  Gilbert  Steedley 

?HE  problem  WITH  investing  in  big 
orporations  is  that  you  have  a  lot  of 
ompany.  It's  fairly  hard  to  uncover  a 
errific  bargain  if  the  stock  has  already 
teen  picked  over  by  dozens  of  ana- 
/sts.  And  if  something  goes  wrong, 
ou  can  be  trampled  as  the  institu- 
ions  stampede  out  of  the  stock,  as  the 
tory  on  page  206  outlines. 

Smart  individual  investors  have 
aund  a  strategy  that  straddles  the 
iroblem.  They  let  a  good  mutual 
jnd  handle  their  big-company 
tocks,  and  spend  their  time  where 
hey  can  have  an  impact,  looking  at 
mall  companies.  Of  course,  you 
lon't  have  time  to  read  4,000  annual 
eports.  So  you'll  need  a  computer  to 
ift  through  them  all,  picking  out  a 
:w  dozen  candidates  that  you  then 
eview  close  up. 

Adopting  one  of  many  screening 


strategies,  we  had  our  computer 
search  through  the  6,400  companies 
in  the  Market  Guide  database  looking 
for  cheap  stocks  of  small  companies. 

We  set  some  pretty  tough  parame- 
ters. The  stock  had  to  have  a  price/ 
sales  ratio  below  1  (the  ratio  averages 
1.2  among  the  S&P  500  stocks),  a 
price/book  value  below  2  (averages 
2.6  in  the  S&p),  a  price  over  $5  a  share 
and  a  market  value  below  $100  mil- 
lion. We  also  required  that  a  company 
be  expected  to  make  money  this  year, 
according  to  estimates  from  the  Insti- 


tutional Brokers  Estimate  System. 

All  these  data  items,  including  the 
earnings  forecasts,  are  available  via 
Lotus  One  Source  on  compact  discs. 
A  subscription  to  both  the  Market 
Guide  and  ibes  databases  runs  about 
$30,000  a  year,  but  you  don't  need  to 
spend  this  much  to  screen  for  stocks. 
You  can  do  a  similar  screen  of  the 
Disclosure  database  through  Compu- 
Serve in  about  five  minutes,  costing 
about  $24;  another  five  minutes  and 
$18  will  get  you  IBES  earnings  esti- 
mates. Also,  a  version  of  Market 
Guide  is  now  available  on  Telemet 
America's  satellite-delivered  Orion 
service  ($75  a  month). 

One  stock  turned  up  by  the  com- 
puter is  the  C.R.  Gibson  Co.,  a  Nor- 
walk,  Conn,  manufacturer  of  greeting 
cards  and  stationery.  Earnings  were  oft" 
slightly  last  year,  to  44  cents  a  share; 
the  stock  is  trading  near  its  52 -week 
low  of  $6.  E.  Gray  Glass  III  at  Wheat 
First  Butcher  &  Singer  is  one  of  only 
two  ibes  analysts  tracking  the  stock. 
He  predicts  earnings  will  climb  to  52 
cents  this  year  and  63  cents  next. 
About  this  and  the  other  1 1  companies 
on  the  table,  you  can  safely  say  this: 
They  aren't  institutional  favorites. 

But  maybe  you  don't  like  our  crite- 
ria. Set  your  own  and  let  your  com- 
puter do  the  preliminary  picking  for 
you.  Then  use  your  own  judgment 
and  feel  for  the  market  to  narrow  your 
list  to  a  manageable  portfolio  of  small 
stocks.  And  let  professionals  run  the 
big  stock  part  of  your  holdings.  9H 


Avoid  crowds 


Company/business 

— Price — 

EPS 

Price/ 

Price/ 

52-week 

Debt/ 

last  12 

1993 

book 

sales 

recent 

high 

low 

P/E 

equity 

mos 

estimate 

Communication  Cable/computer  &  electronic  cables 

12 

13% 

5% 

20.0 

34.4 

$0.60 

$0.96 

1.59 

0.60 

Detection  Sys/electromcs  intrusion  detectors 

6% 

m 

4% 

14.1 

8.1 

0.47 

0.60 

1.21 

0.73 

Failure  Group/consulting  on  disaster  prevention 

71/4 

10 

m 

16.5 

35.8 

0.44 

0.59 

1.08 

0.85 

Geodynamics/engmeering  services 

8% 

m 

61A 

13.5 

0.0 

0.65 

1.00 

0.74 

0.38 

CR  Gibson/greeting  cards  &  stationery 

8% 

6 

16.4 

29.4 

0.42 

0.52 

1.69 

0.83 

Gish  Biomedical/specialty  medical  devices 

5% 

11 V* 

m 

10.0 

0.0 

0.55 

0.51 

1.28 

0.93 

Kentucky  Medical  Insurance/medical  liability  insurance 

m 

13 

8Vt 

5.4 

0.0 

1.53 

2.00 

0.71 

0.92 

Met-Pro/f  luid-handling  equipment 

14Va 

9% 

20.2 

7.3 

0.63 

0.76 

1.27 

0.88 

Rauch  Industries/holiday  ornaments 

11 

12% 

10% 

9.5 

8.4 

1.16 

1.42 

1.12 

0.64 

Right  Management  Consultants/personal  services 

81/4 

10Vz 

3% 

14.5 

14.3 

0.57 

0.84 

1.55 

0.43 

Rowe  Furniture/furniture 

9V6 

12Vt 

31/s 

16.4 

32.1 

0.58 

0.75 

1.89 

0.51 

Southwest  Water/water  utility 

15V2 

18 

13 

17.4 

77.0 

0.89 

1.25 

1.38 

0.88 

Sources.-  Market  Guide  and  IBES  via  Lotus  One  Source. 


I  computer  screen  turned  up  these  possible  buys.  Among  the  criteria: 
o  more  than  two  analysts  covering  the  company. 
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Would  you  hand  money  to  someone  promising  a  200% 
return  in  just  a  few  months?  Some  pretty  smart  folks  did. 
Don't  you  make  the  same  mistake. 

Quick  buck  story 


By  William  P.  Barrett 

Ernest  Baird  is  a  member  of  the 
Arizona  House  of  Representatives, 
heading  the  important  Judiciary 
Committee.  He  couldn't  resist  in 
1987  when  a  lawyer  friend  told  him  of 
an  investment  with  fabulous  short- 
term  returns  in  a  soon-to-be-floated 
stock.  Largelv  on  his  friend's  say-so, 
Baird  forked  over  about  S30,000.  He 
got  some  of  it  back  early  on,  but  the 
rest  is  gone. 

We  cite  this  case  as  a  w  arning  that 
investment  traps  don't  catch  just  the 
naive  and  gullible.  Representative 
Baird  w  as  one  of  a  group  of  hundreds 
of  investors  who  lost  more  than  S10 
million  in  a  nearly  decade-long  series 
of  related  stock  schemes  primarily  in- 
volving unregistered  stock  that  ran 
until  1991.  Individual  investments — 
all  virtually  worthless  now — ranged 
from  around  SI, 000  to  S500,000. 
The  victims  included — in  addition  to 
the  usual  elderly  retirees — accoun- 
tants, financial  planners,  small-busi- 


ness owners,  lawyers  and  professional 
investors.  In  short,  smart  money. 

In  some  ways,  perhaps,  smart  peo- 
ple are  more  vulnerable  than  ordinary 
people  to  a  particular  sort  of  scheme 
perpetrated  not  by  hoods  but  by  peo- 
ple they  think  are  very  much  like 
themselves.  It's  the  old  game:  To  take 
someone,  win  his  confidence  first.  It 
could  happen  to  you. 

The  architect  of  the  Arizona 
scheme,  at  least  in  its  earlier  days,  was 
ex-lawyer  Neil  A.  Woodington,  who 
moved  to  the  Phoenix  area  in  the  earlv 
1980s.  By  1983  he  was  running  what 
would  become  the  Savings  Netw  ork, 
later  renamed  Woodington  Group, 
Inc.  At  least  three  of  his  five  daughters 
were  involved  in  varying  degrees.  Sev- 
eral conveniently  married  Phoenix- 
area  stockbrokers. 

Woodington  Group  said  its  special 
ty  was  acquiring  small  private  busi- 
nesses with  an  eye  toward  eventually 
bringing  them  public.  In  1990,  for 


William  and  Rebecca  Riggs,  stock  promoters 
Some  smart  investors  believed. 


example,  the  Woodingtons  said  the\. 
had  gotten  40%  control  of  Integrated 
Environmental  Services.  Their  salej 
agents,  touting  the  future  of  the  envi-l 
ronmental  cleanup  business,  made 
this  pitch:  When  Integrated  is  floated 
within  a  few  months,  your  stake  will 
be  worth  triple — or  even  more — whai 
you  paid.  But  hurry. 

Integrated  stock  collapsed.  It  waJ 
the  last  of  a  series  of  annual  Wooding 
ton  offerings  that  stretched  back 
about  eight  years.  There  were,  foi 
instance,  Cancer  Quest,  whig 
claimed  to  have  developed  a  cancel 
treatment,  and  Smart}'  Pants,  a  sellei 
of  educational  videos  for  children. 

Woodington  and  his  fellow  tout;! 
and  toutesses  often  kept  investors  on 
the  hook  by  assuring  them  they  werq 
making  big  profits.  They  had  big  prof 
its,  but  wouldn't  it  be  smart  to  roll 
those  profits  over  into  another  prom 
ising  company  with  another  can't 
lose  return? 

William  Riggs  was  Neil  Wooding 
ton's  son-in-law  and,  toward  the  end 
one  of  the  organization's  most  visibk 
players.  Bill  Riggs  had  a  talent  foi 
persuading  some  of  his  big  investors 
such  as  former  Arizona  college  foot 
ball  star  Thomas  Manno,  to  peddlt 
Woodington-sponsored  stocks  or 
their  own  to  friends  and  relatives 
Manno  and  several  others  were  late: 
fined  for  acting  as  unlicensed  brokers 
although  some  may  be  more  victim: 
than  victimizers. 

Woodington  Group  was  clearh 
peddling  shares  and  functioning  like 
securities  dealer,  but  the  company 
was  not  a  broker/dealer  registerec 
with  the  U.S.  Securities  &  Exchange 
Commission. 

How  do  you  avoid  getting  suckec 
into  something  like  this?  First  of  all 
be  skeptical.  Never  mind  that  the  tou 
is  a  hail-fellow-well-met  whose  broth 
er  went  to  school  with  your  uncle.  I 
he's  peddling  investments,  find  out  i 
he  is  a  registered  dealer,  something 
easily  checked.  Few  of  the  shares  th« 
Woodingtons  touted  were  registerec 
with  authorities,  either.  If  the  selle 
claims  a  "private  placement"  exemp 
tion — as  the  Woodington  Group  im 
properly  asserted — then  the  share 
should  be  going  only  to  a  fairly  nar 
row  circle  of  people,  and  not  th< 
hundreds  that  the  Woodingtons  drev 
in.  In  anv  event,  few  investors  hen 
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MONEY  GUIDE 


ever  saw  prospectuses. 

A  little  digging  would  also  have 
icvcaled  that  Woodingtojn  himself 
had  been  imprisoned  in  Wisconsin  in 
the  latter  1960s  tor  filing  a  falsely 
inflated  financial  statement  just  be- 
fore a  public  stock  offering,  and  had 
been  disbarred  as  a  law  yer.  Or  it  might 
have  turned  up  the  sad  story  of  Ben 
Armstrong,  right  there  in  the  Phoenix 
area.  He  sold  a  sports  licensing  com- 
pany renamed  Americas'  Pro  Players 
to  the  Woodingtons  in  1987.  He  says 
the  company  was  defunct  within  a 
year,  leaving  him  a  guarantor  for 
huge  corporate  debts.  Armstrong, 
who  has  since  filed  for  bankruptcy,  is 
now  a  substitute  schoolteacher.  Yet, 
he  says,  "I  never  got  a  single  call  from 
an  investor  checking  up  on  the 
Woodingtons.'" 

Some  investors  now  complain  that 
they  checked  with  state  and  federal 
regulators  and  found  no  dirt.  It  does 
appear  that  some  regulators  acted 
slowly.  Eventually,  the  SEC  did  reject 
two  registration  statements  by  Wood- 
ington  Group  itself,  citing  incomplete 
and  confusing  financials.  Moral:  You 
can't  always  count  on  the  cops  for 
protection.  Be  alert. 

What's  happening  now?  Wooding- 
ton's  son-in-law  Riggs,  31,  and  his 
wife,  Rebecca  Riggs,  37,  are  facing 
criminal  investigation  by  Arizona  au- 
thorities on  charges  of  selling  unregis- 
tered stock.  A  plea-bargain  agree- 
ment is  under  negotiation.  Rebecca 
and  her  sisters  Deborah  Tjosvold,  42, 
and  Sara  Goldman,  40,  were  given 
probation  in  Utah  after  admitting 
federal  securities  violations  there. 
Regulatory  agencies  have  sanctioned 
individuals  and  ordered  restitution. 
Neil  Woodington  died  in  1989. 

But  for  the  investors  the  money  is 
gone,  and  they  have  little  way  of 
getting  it  back.  Woodington  family 
lawyer  Richard  Amoroso  savs  his  cli- 
ents lost  a  lot  of  their  own  money  and 
are  settling  charges  to  spare  the  ex- 
pense of  litigation. 

Common  sense  in  investing:  If 
some  hell  of  a  nice  guy  offers  you  a 
high-return,  can't-lose  investment, 
keep  your  checkbook  in  your  pocket. 
It's  conceivable  that  you  will  be  miss- 
ing the  chance  of  a  lifetime,  but  it's 
much  more  likely  that  you  will  avoid 
looking  like  a  dope  a  few  years 
hence.  Kl 


Here's  one  high-yield  investment  you  want  to  stay 
clear  of:  discounted  future  lottery  winnings. 

Hocus-pocus 


By  Richard  Phalon 

WHAT'S  THE  LATHS  I  high -yield  pitch 
in  a  low-yield  market?  Buy  into  the 
future  payouts  from  winning  lottery 
tickets.  You're  promised  a  12%  yield 
supposedly  backed  by  credit- solid 
state  lottery  commissions. 

A  sure  thing  at  12%?  Far  from  it.  If 
nothing  else  scares  you  away,  this 
should:  Above-normal  yields  are  al- 
ways accompanied  by  risk  of  principal 
loss.  If  there  were  no  risk,  there  would 
be  no  reason  for  the  person  selling  the 
investment  to  raise  money  from  the 
public;  instead,  he  could  borrow- 
cheaply  from  a  bank. 

For  a  moment,  though,  let's  sus- 
pend disbelief  and  visit  Manhattan's 
Algonquin  Hotel,  where,  one  spring 
morning,  Dunewood  Funding  Corp. 
is  pitching  the  high -yield  virtues  of 
buying  discounted  state  lottery  win- 
nings. The  second-floor  gallery  af- 
fects the  same  threadbare  gentility  as 
the  famed  lounge  in  the  lobby  below, 
but  is  considerably  more  contentious 
this  particular  morning.  The  New 
York  audience  is  tough  on  salesmen. 

"It's  a  sophisticated  financial  tech- 
nology story,"  extols  Robert  H.  Sha- 
piro, president  of  Dunewood,  a  trou- 
bled West  Palm  Beach,  Fla. -based 
mortgage  lender  that  has  come  up 
with  a  new  venture — lottery  ticket 
brokering.  "Where  else  can  you  get 
12%  a  year  and  the  security  of  an 
obligation  backed  by  a  state  lottery 
commission?" 

The  pitch  is  typical  of  other  hustlers 
in  the  field.  "If  it's  so  great,  how  come 
you  have  to  hold  this  meeting  to  sell 
it?"  rasps  a  Flatbush  accent  sitting  just 
under  the  big  crystal  chandelier  that 
dominates  the  room. 

The  counterpoint  draws  a  laugh 
from  a  crowd  of  maybe  a  hundred — 
containing  a  few  suits,  but  mainly 
noisy  Pendleton  plaids,  shearling 
vests  and  sports  jackets  of  guys  who 
look  like  they  manage  parking  garages 
in  the  outer  reaches  of  Queens.  To- 


day's audience  was  attracted  by  an  a 
sanctified  by  its  presence  in  the  final 
cial  pages  of  the  New  York  Timt 
Surprising  how  much  money 
around  these  days,  frequently  in  ui 
expected  places.  But  this  is  not  an  ea: 
crowd  to  con. 

Shapiro,  with  the  timing  of  an  ol 
pro,  waits  for  the  comedy  to  die  ar 
offers  the  ground-floor  pitch:  "W 
expect  this  product  to  blossom,"  1 
says,  "and  we  need  to  increase  oi 
base  of  investors." 

To  invest  in  what?  Shapiro,  with  tl 
help  of  associate  Burt  Kroner,  sketel 
es  the  details.  They  hunt  down  lud 
but  impatient  lottery  ticket  holde: 
who  are  being  paid  off  in  installmeru 
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or  up  to  20  years  and  would  like  to 
ash  in  some  or  all  of  their  winnings 
or  a  nice,  big  lump  sum.  Outfits  like 
)unewood  then  buy  out  the 
dinners'  claims  at  a  discount  to  future 
layments. 
Burt  deadpans  the  search  dialog. 
Hello,  is  this  Jose  Sanchez?  Are  you 
he  Jose  Sanchez  who  won  the  lot- 
iry?"  If  he  is  and  he's  hungry  for  a 


deal,  on  that  basis,  shrinks  to  10.3%. 

Still  looks  good?  Consider  some  of 
the  uncertainties,  not  the  least  of 
which  is  the  recent  surrender  of 
Dunewood's  New  York  mortgage 
broker's  license  following  Forbes'  in- 
quiries and  client  complaints  to  the 
State  Banking  Department.  Florida 
authorities  are  also  probing  the  opera- 
tions of  the  firm's  West  Palm  Beach 

Pennsylvania 
lottery  line 
Jam  today  or 
jam  tomorrow? 


imp  sum  payment,  Shapiro  and  Kro- 
er  put  together  the  buy  side.  The 
uys  in  the  Algonquin  gallery  today, 
)r  example,  are  told  they  can  buy  16 
tinual  payments  of  $53,000  each 
om  a  Maine  lottery  winner  for  a 
urchase  price  of  $406,492.  The 
romised  yield:  an  annual  12%  simple 
iterest. 

Sharp  investors  are  already  aware 
lat  there  is  something  a  little  fishy 
ere.  Since  when  are  investments 
uoted  in  simple — that  is,  uncom- 
ounded — annual  interest?  Bonds, 
brtificates  of  deposit  and  stocks  are 
II  compared  on  the  basis  of  their 
:turns  when  compounded  at  least 
nnually.  The  yield  from  the  Maine 


office  and  have  put  a  court-appointed 
receiver  in  charge  of  it. 

But  the  lottery  beat  goes  on.  Sha- 
piro is  now  operating  in  Manhattan 
under  the  aegis  of  something  appar- 
ently called  Woodbridge  Partners 
Group  Inc.  Still  among  the  drummers 
is  Burt  Kroner,  doing  business  under 
the  heading  B.K.  Funding  Corp. 

Trade  appears  to  be  brisk,  despite 
growing  regulator)'  resistance  to  the 
assignment  of  ticket  holders'  install- 
ment payments  for  a  big  bunch  of 
money  up  front.  (Dunewood  and 
others  in  the  field  have — so  far,  at 
least — been  generally  successful  in 
getting  state  courts  to  approve  such 
assignments. ) 


To  the  untutored  eye  the  agree- 
ments in  the  court  files  seem  bullet- 
proof, but  lottery  executives  are  none 
too  keen  to  create  a  free  market  in 
brokered  winning  tickets.  The  Tri- 
State  Lotto  Commission  (Maine, 
Vermont  and  New  Hampshire),  for 
example,  recently  adopted  a  new  reg- 
ulation that  would  limit  assignments 
only  to  where  they  would  fulfill  other 
court-ordered  "remedy"  payments 
such  as  divorce  settlements,  bank- 
ruptcy claims  or  child  support. 

The  other  problem  has  to  do  with 
tax  liabilities.  Although  salesmen  are  a 
little  hazy  on  the  details,  court  records 
suggest  that  the  lottery  carveouts  are 
structured  as  loans  rather  than  out- 
right purchases.  If  the  Internal  Reve- 
nue Service  rules  that  the  transaction 
is  no  loan  at  all,  but  rather  an  outright 
sale,  the  winner's  entire  lump  sum 
could  immediately  become  taxable  to 
him  as  ordinary  income.  Might  this 
expose  the  lottery  buyer  to  some  pen- 
alty for  failing  to  withhold  additional 
taxes  from  the  lottery  winner?  As  a 
buyer,  you  don't  know.  You  take  your 
chances. 

If  a  sale  caves  3  years  into  a  16-year 
payout,  chances  are  it  will  be  the 
investor  who  is  going  to  eat  the  loss. 
Why  so?  Because  the  middlemen  are 
merely  brokering  the  deal,  contract- 
ing for  the  lottery  stream  at  a  deep 
discount  and  selling  the  stream  at  a 
lesser  discount.  How  much  vigorish 
do  the  middlemen  pull  out?  Court 
records  show  one  New  York  winner 
paying  18.4%  on  a  $400,000,  6-year 
loan.  Frederick  McGibney,  director 
of  the  Vermont  lottery  commission, 
says  he  has  seen  discounts  of  as  much 
as  20%. 

In  effect,  the  Dunewoods  play  the 
role  of  a  corporate  bond  broker,  buy- 
ing at  a  high  yield  (low  price)  and 
immediately  reselling  at  a  somewhat 
lower  yield  (higher  price),  with  no 
obligation  to  repay  the  money  if  the 
issuer  defaults.  The  main  difference  is 
that  bond  brokers  don't  get  eight- 
percentage-point  spreads  between 
their  bid  yields  and  asked  yields. 

So  who  needs  this  iffy  kind  of  deal? 
If  it's  high  yield  you  want,  there  are 
junk  bond  funds  that  pay  as  high  a 
current  return.  Your  shares  could,  of 
course,  go  down  in  value,  but  you 
won't  get  any  unpleasant  surprises 
from  the  IRS.  HB 
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Do  you  buy  stocks  without  analyzing  the  chairman's 
signature?  If  it  slants  backward,  maybe  you  should 
keep  your  money  in  the  bank. 

Show  your  hand 


By  Jason  Zweig  with  James  M.  Clash 

Wall  Street's  fortune-tellers,  who 
go  by  the  more  dignified  job  tide  of 
analyst,  have  a  far  from  perfect  record. 
Did  they  tell  us  that  IBM's  earnings 
were  going  to  tall  apart?  Or  that  Crazy 
Eddie  was  a  con  gamer 

So  forget  the  balance  sheets  and  the 
interviews  with  management.  Just  an- 
alyze the  chairman's  signature  in  the 
annual  report. 

Handwriting  analysis  is,  admitted- 
ly, a  little  out  of  the  mainstream.  But 
then  the  mainstream's  record  isn't  all 
that  good.  Maybe  that's  why  some 
people  gravitate  to  what  you  might 
call  the  Alternative  Analysis  style  of 
investing. 

For  example,  Robert  Prechter  has 
made  a  small  fortune  selling  some- 
thing called  Elliott  Wave  analysis.  A 
New  York  astrologer  named  Henry 
Weingarten  recently  ran  a  dead-seri- 
ous conference  on  astrological  invest- 
ing. (Alas,  he  had  to  relocate  the 
conference;  he  had  failed  to  foresee 
the  World  Trade  Center  bomb  that 
would  close  his  chosen  hotel.) 

So  why  not  give  handwriting  analy- 
sis a  tumbler 

Forbes  brought  a  bunch  of  annual 
reports  to  Felix  Klein,  president  of  the 
National  Societv  for  Graphology,  to 
see  what  he  could  see  in  the  signatures 
of  a  bunch  of  corporate  bigwigs. 
Klein,  a  Viennese  native,  is  the  Ish 
Kabibble  of  scribble.  At  82,  he  figures 
he  has  examined  something  like 
40,000  handwriting  samples  in  six 
decades  of  handwriting  analysis.  In 
his  warren  of  offices  in  New  York  City, 
he  cleared  sheaves  of  handwritten 
documents  off  some  chairs  and  set  to 
work  anaivzing. 

Klein  cautioned  that  conclusive 
analysis  requires  a  more  extensive 
sample  of  a  person's  handwriting  than 
a  simple  signature  can  provide.  But  he 
was  willing  to  make  some  tentative 


character  judgments  based  on  signa- 
tures alone.  Forbes  gave  Klein  no 
indication  of  what  our  group  of  sign- 
ers had  in  common,  but  he  seems  to 
have  summed  up  some  of  these  char- 
acters pretty  well. 


VICTOR  G.  INCENDY 


"Notice  the  backward  slant,"  says 
Klein.  "He  is  standoffish  and  not 
comfortable  with  other  people.  Any- 
body with  a  backward  slant  is  not 
sincere.  Also  look  at  the  underline. 
He  needs  to  feel  he  has  impressed 
people  and  won  their  approval." 

Cascade  International's  stock  has 
not  done  well.  The  company  claimed 
to  have  188  stores  but  turned  out  to 
have  only  6.  Ex-chairman  Incendy  is  a 
fugitive  from  justice. 


THOMAS  SPIEGEL 


"Look  at  how  the  letters  are  narrow 
and  inhibited.  At  the  same  time,  he 
has  aggressive  tendencies;  he  puts  in 
more  energy  than  needed.  He  is  try- 
ing to  be  macho.  I  think  he  is  not 
completely  trustworthy." 

After  losing  S400  million  on  its 


junk  bond  portfolio  in  1989  unde 
Chief  Executive  Tom  Spiegel,  Cd 
lumbia  Savings  &  Loan  Association  c 
Beverly  Hills  was  seized  by  the  Offic 
of  Thrift  Supervision  in  1991. 

DONALD  D.  SHEELEN 

"This  man  I  wouldn't  trust!  He  ha 
what  we  call  an  arcade  [a  series  c 
arched  letters]  and  he  cuts  off  th 
ends.  That  tells  me  he  is  extremel 
private.  He  does  not  tell  everything  h 
knows." 

Sheelen  pleaded  guilty  to  mail  am 
securities  fraud  after  overstating  th 
revenues  and  assets  of  Regina  Co., 
vacuum  cleaner  maker,  in  1988.  Regi 
na  filed  Chapter  1 1  in  1989. 


GERALD  W.  FRONTERHOUSE 

"When  somebody  writes  through  hi 
own  handwriting,  we  consider  that  ti 
be  a  sign  of  emotional  difficulty.  He  i 
invading  his  own  space.  .  .  .  He  couli 
be  inclined  toward  self-destructiv 
capabilities." 

Fronterhouse,  chairman  of  Firs 
RepublicBank  Corp.,  lost  his  job  afte 
the  Texas  giant  was  taken  over  b" 
the  Federal  Deposit  Insurance  Corp 
in  1988. 


ROY  SPEER 

"Ai,  ai,  ai.  Look  at  his  big  letters 
They  are  so  much  involved.  All  th 
lines  are  interfering.  He  is  a  hysterica 
type,  a  very  showy  guy.  He  will  em 
phasize  his  achievements  and  tak« 
advantage  of  the  people  around  him. 
think  you  absolutely  can't  trust  him.' 

Home  Shopping  Network  Inc.  i 
being  investigated  by  the  Securities  & 
Exchange  Commission  amid  allega 
tions  of  improper  transactions  witl 
related  parties.  ■ 
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The  1992  Results  Are  In: 

THE  GUARDIAN  IS 
THE  BEST  OF  THE  BEST" 


Strong,  Vital,  Focused  and  Committed: 
1992  Was  Another  Outstanding  Year  for  The  Guardian. 


1992  Return  on  Assets 


0007.  020%  040' 
f  1992  Company  Annual  Slatemenls 


1  80%      2  00"/ 


Profitability:  The  Key  to  Long-Term  Value 

In  a  year  in  which  we  experienced  record  sales  growth,  The 
Guardian  showed  a  significant  gain  in  operations  in  1992.  But  we 
didn't  reap  this  gain  at  the  expense  of  products,  services  or  future 
operations.  In  1992,  we  also  paid  out  a  record  amount  of  policy- 
owner dividends,  introduced  major  new  product  innovations  and 
strengthened  the  Company's  reserves  which  back  future  claims. 

Asset  for  asset,  The  Guardian  is  one  of  the  most  efficient  finan- 
cial institutions  in  the  world.  Our  $117  million  1992  Operating 
Gain  is  bigger  than  that  of  companies  two  and  three  times  our 
Asset  size. 


Capitalization 


The  Guardian 

Company  F 
Company  A 
Company  G 
Company  B 
Company  D 
Company  E 
Company  C 
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Based  on  Moody  s  investors  Serv 


10.0%  12.0%  14.0% 
e  1992  Company  Annual  Statements 


Our  Capital  Strength  Is  Our  Net  Worth 

The  Guardian's  16.4%  Capitalization  Ratio  is  outstanding  .  .  . 
not  only  when  compared  to  an  average  life  insurance  company, 
but  when  compared  to  the  very  best  insurers. 

Because  of  The  Guardian's  Capital  position,  we  can  invest  in 
the  Company's  future  .  .  .  without  incurring  debt  of  any  kind. 
Capital  strength  means  we  have  the  flexibility  to  continually 
improve  our  products  and  the  services  we  offer. 


NOTE:  Companies  A  through  G  are  actual  life  insurance  companies  included  for 
comparison  purposes  on  the  basis  that  they  are  highly  rated  by  the  top  indepen- 
dent industry  rating  agencies,  and  are  considered  to  be  similar  to  The  Guardian  in 
markets  and  organization.  The  comparison  includes  the  parent  of  all  companies 
remaining  with  the  highest  Aaa  rating  from  Moody's. 


We  Won't  Have  to  Mortgage  the  Future 
to  Pay  for  the  Past 

We  won't  have  to  make  up  for  past  investment  mistakes  out  of  next 
year's  policy  dividends  because  essentially,  we  didn't  make  any. 

For  every  dollar  of  Moody's-defined  net  worth,  The  Guardian 
has  less  than  \<t  in  troubled  real  estate  or  defaulted  bonds. 

And  The  Guardian's  current  credit  reports  are  testimonies  to  our 
excellent  investment  record  of  generally  out-performing  the  market. 

Increase  in  Dividends  Paid  to  Life  Policyowners  1988-1992 

The  Guardian 


Sou'ce  1992  Company  Annual  Slatemenls 


Financial  Strength  PLUS... 

The  Company's  bottom  line  isn't  the  only  measure  to  gauge  our 
success.  Over  the  last  five  years,  The  Guardian's  total  payout  to 
individual  life  insurance  policyowners  has  grown  a  remarkable 
40%,  outdistancing  all  other  quality  companies.  And,  we  haven't 
missed  a  dividend  year  since  we  began  selling  insurance  in  1868. 

Put  us  to  the  test  for  your  next  purchase. 

Call  1-800-662-1006 

You'll  learn  more  about  the  financial  strength  of  The  Guardian 
and  more  about  our  superior  products  and  services  for  Life 
Insurance,  Group  Insurance,  Reinsurance,  Disability  Income 
Protection,  Equity  Products,  or  Asset  Management*. 


^  The  Guardian' 

The  Intelligent  Choice5" 

Since  1860 


Equity  products  are  offered  through  Guardian  Investor  Services  Corporation1, 
a  wholly-owned  subsidiary  of  The  Guardian  Insurance  and  Annuity  Company. 

©1993  The  Guardian  Life  Insurance  Company  of  America 


Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


MMjhe  land  we're  offering  is  far 
B  from  the  crowds  and  rat  race  of 
A  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  4WK3 
Ft.  Garland,  CO  81 133. 


Obtain  the  Property  Report  required  by  f  ederal  law  and  read  it  before  signing  anything.  No  Federal  agency  has 
ludged  the  merits  or  value,  if  any.  of  this  property  Equal  Credit  and  Housing  Opportunity.  A  statement  and  offering 
statement  has  been  filed  with  the  Secretary  of  Slate  of  the  State  of  New  York,  The  filing  does  nol  constitute  approval 
of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
Ranches  NYA86- 1 53.  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  New  Jersey  Public 
Offering  Statement  and  read  it  before  signing  anything'  NJA  #60686004  CO;  Florida  AD  20537 


S  Forbes 
Wagon  Creek 
^Ranch»j 


BY  ERIC  S.  HARDY 


nvestors  w  ho  arc  hav  ing  a  tough  time 
mding  attractive  stocks  in  the  U.S. 
hould  consider  foreign  equities. 
Overseas  stock  markets  account  for 
oughly  three-fifths  of  the  world's 
quity  valuations.  But  keep  in  mind 
hat  an  investor  in  foreign  stocks  is 
lso  making  a  bet  that  the  U.S.  dollar, 
iO\v  at  a  historically  low  foreign  ex- 
hange  value  in  relation  to  its  pur- 
hasing  power,  won't  gain  against 
Dreign  currencies. 
Christian  Wignall,  chief  investment 
fficer  of  GT  Global  mutual  funds  in 
an  Francisco,  sees  opportunities  in 
taly  and  the  U.K.  Wignall  expects 
improvement  in  both  nations1  politi- 
U  and  business  climates.  One  of  his 
ivorite  groups  is  the  British  financial 
:ctor;  Barclays  and  National  West- 
linster  are  two  of  his  picks.  He  fore- 
asts  profits  will  gain  along  with  a 
:bound  in  Britain's  economy.  Trad- 
d  in  the  U.S.  as  American  Depositary 
hares,  both  banks  yield  about  5%. 


Special  focus 


While  the  ov  erall  market — as  measured  bv 
the  Barra  All -US  index — sells  at  a  rich  24 
times  latest  12-month  earnings,  the  stocks 
below  are  priced  even  higher.  They  also 
ook  expensive  based  on  their  1993  earn- 
ings estimates.  This  makes  these  stocks 
particularly  vulnerable  to  the  slightest  bit  of 
jad  new  s  or  a  market  correction. 


The  overall  market 


No  bargains  here 

Stock 

P/E 
current 

'93  Est 

AutoZone 

47 

42 

Cisco  Systems 

59 

43 

Home  Depot 

57 

43 

Newmont  Mining 

65 

51 

Oracle  Systems 

62 

32 

Paychex 

43 

33 

Pennzoil 

43 

35 

Perrigo 

45 

40 

Promus 

56 

41 

Sybase 

65 

48 

Source:  Institutional  Brokers  Estimate  System. 

2600 
2200 

1800 
1400 

1000 


The  Barra  All-US  price  index  as  of  5/26/93 


Market  value:  $4,601.5  billion 
P/E:  24.3 

P/E  minus  negative  EPS:  17.3 

Price/book:  2.6 
Yield:  2.5  % 


12-month  closeup 

■Barra  indei 
-200-day  moving  avera? 


Performance 

Last  4  weeks 
Since  12/31/92 


85 


'86      '87  '88 


'89 


Price     Total  return 

3.8%  4.1% 
4.1  5.1 


'90     '91      '92  '93 


J  J  ASONDJ  FMAM 
92  '93 


Closeup  on  the  market 


Index  or  investment 

2-week  change 

%  change  from 
1  year  ago       5-year  high 

Barra  All-US  index 

1.8% 

B 

11.4% 

-0.2% 

S&P/Barra  Growth  index 

3.1 

l 

9.3 

-2.4 

S&P/Barra  Value  index 

1.2 

l 

16.6 

-0.8 

Dow  Jones  industrials 

1.7 

i 

5.0 

0.0 

S&P500 

1.9 

I 

10.0 

-0.6 

NYSE 

1.6 

l 

10.0 

-0.6 

Nasdaq 

3.3 

I 

22.0 

-0.7 

Amex 

2.0 

I 

11.6 

0.0 

EAFE 

2.4 

1 

14.7 

-12.5 

CRB  futures  index'' 

0.4 

J 

0.8 

-22.9 

Gold  (Comex  spot; 

3.9 

10.8 

-25.3 

Yen  (per  $US) 

0.3 

J 

-14.1 

-31.8 

Oil  (W  Texas  Intermediate) 

-1.5 

-9.1 

-51.6 

The  best  and  worst  performing  stocks6 


2-week 

1993 

2-week 

1993 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Jones  Intercable  CI  A 

14  Vi 

43% 

$-0.60 

Trident  Microsystems 

71/* 

-38% 

$1.17 

Zenith  Electronics 

93/s 

42 

-0.50 

Spectrum  Info  Tech 

4 

-31 

NA 

Immune  Response 

22  V2 

40 

-0.48 

Dell  Computer 

243/8 

-22 

3.27 

Aphton 

21  V* 

39 

-0.32 

FirstMiss  Gold 

53/4 

-21 

0.30 

Atlantic  Tele-Network 

16  V2 

38 

1.75 

Hadco 

77/8 

-20 

0.90 

The  best  and  worst  performing  industry  factors6 


2-week 

Since 

2-week 

Since 

Best 

change 

12/31/92 

Worst 

change 

12/31/92 

Broadcasting,  publishing 

10.6% 

19.4% 

Trucking 

-3.1% 

-15.1% 

Aluminum 

7.8 

-7.0 

Motor  vehicles 

-2.8 

14.5 

Forest  products 

7.5 

20.9 

Household  products 

-2.5 

2.3 

Telephone 

6.8 

12.9 

Water  transport 

-2.0 

6.4 

Business  equipment 

6.2 

6.7 

Precious  metals 

-1.8 

42.4 

i  for  period  ending  5/26/93.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  or  U.S.  markets. 
REITs  and  closed-end  funds  are  excluded.  ''Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
Ith. 2 Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. 3  A  dollar-denominated  capitalizatiC'-weighted  index  of 
i  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  -  Index  of  21  commodity  futures.  5  Source:  Kmght-Ridder  Financial 
^(nation. 6  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc. 8  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company 
:  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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Corporate  vs.  government  yields 


Corporate  dividend  revisions 

3000 


2500 


2000 


1500 


Positive 
Negative 


1000 


87    '88    '89    '90    '91    '92  '93 


Representative  industry  yields 


'83      '85      '87      '89      '91  '93 
Through  Apr.  30,  1993 


Industry 

Yield 

Payout 
ratio  2 

P/E 

Industry 

Yield 

Payout 
ratio 2 

P/E 

Auto  &  truck  mfg 

3.6% 

NM 

NM 

Household  products 

2.2% 

42% 

18 

Banking 

3.1 

38% 

13 

Integrated  petroleum 

4.8 

75 

18 

Basic  chemicals 

4.1 

88 

23 

Pharmaceuticals 

2.3 

51 

17 

Electric  utilities 

6.1 

111 

14 

Retailing 

2.2 

52 

9 

Electronics 

1.3 

25 

64 

Telecommunications 

4.1 

NM 

NM 

In  the  first  four  months  of  this  yea 
575  companies  raised  their  dividend 
a  nice  increase  from  the  487  durin 
the  same  period  last  year.  But  th 
pace  may  not  be  sustainable.  "Wit 
the  restrained  recovery,  we  have  ha 
to  lower  our  estimate  of  the  dividen 
growth  rate  [on  the  S&P  500]  from  6 
to  4%,"  says  Joseph  Tigue,  managin 
editor  of  Standard  &  Poor's  Outlet 
newsletter.  Dividends,  that  is,  are  ju 
keeping  up  with  inflation. 

Forbes  searched  Media  General 
database  for  stocks  with  better- thai 
average  dividend  growth  rates.  Oi 
screen:  an  annual  compound  growt 
rate  of  10%  or  more  over  the  past  te 
years,  and  a  payout  (common  div 
dends  divided  by  net  income)  of  le: 
than  75%.  ConAgra  made  the  cut  wit 
a  dividend  growth  rate  of  16%  and 
payout  of  38%.  The  stock  sells  for  1 
times  earnings,  lower  than  the  ma: 
ket\s  p/E,  and  currently  yields  2.4%. 

While  ConAgra  has  paid  a  dividen 
ever\'  year  since  1976,  the  table  (b 
low,  left)  lists  stocks  that  just  started  t 
pay  a  dividend  this  year.  Insurer  Joh 
Alden  Financial,  which  went  publ 
last  September,  paid  its  first  dividend 
6  cents  a  share  (annualized  yiel< 
1 .2%),  in  January.  With  a  payout  ral 
of  only  8%,  there  is  plenty  of  room  ft 
this  dividend  to  grow  in  the  future. 


First-time  dividend  payers 


Solid  dividend  growth 


Indicated 


Company 

Price 

rate 

Yield 

EPS3 

Danaher 

305/8 

$0.12 

0.4% 

$  1.18 

Delta  Queen  Steamboat 

18 

0.16 

0.9 

0.77 

Hayes  Wheels  !ntl 

20% 

0.06 

0.3 

0.96 

John  Alden  Financial 

205/b 

0.24 

1.2 

3.08 

Life  Re 

333/4 

0.20 

0.6 

3.44 

Minerals  Technologies 

283/4 

0.10 

0.3 

1.00 

Monk-Austin 

147/8 

C.16 

1.1 

1.70 

Purolator  Products 

163/4 

0.64 

3.8 

1.33 

Sbarro 

32  V2 

0.20 

0.6 

1.78 

Wabash  National 

27 

0.10 

0.4 

0.93 

Indicated 


10-year  dividei 


Company 

Price 

rate 

Yield 

growth  rate4 

Cincinnati  Financial 

563/4 

$  1.12 

2.0% 

16% 

ConAgra 

26  % 

0.62 

2.4 

16 

Fifth  Third  Bancorp 

55 

0.96 

1.7 

15 

HJ  Heinz 

383/8 

1.20 

3.1 

16 

Merck 

39 

1.00 

2.6 

20 

Philip  Morris  Cos 

515/8 

2.60 

5.0 

22 

Sonoco  Products 

44V2 

1.08 

2.4 

16 

Syntex 

193/8 

1.04 

5.4 

21 

Torchmark 

53 

1.07 

2.0 

15 

Washington  Post 

239V4 

4.20 

1.8 

20 

Hi! I  ililBHIIIITWIlWnWMMMWMMBT"- ■"""TfflT 


Note:  All  data,  except  where  footnoted,  as  of  5/26/93.  'Yield  on  30-year  Treasurys  adjusted  for  inflation  using  the  trailing  12  months'  increase  in  the  Consumer  Price  Inc 
through  4/30/93.  Capua.,  'tion-welghted.  Dividends  divided  by  net  income;  all  extraordinary  items  are  excluded.  3Trai!ing  12  months. Annualized.  NM:  Not  meaningf 
Sources:  Media  General;  Value  Line  via  Lotus  One  Source;  Standard  &  Poor's  Dividend  Record. 
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Paris,  Texas 


France. 

AES3TSDN 

Service  goes 
the  distance. 


SDN,  our  Long  Distance  Service 
for  large  companies,  gives  you  the 
international  service  and  support 
only  AI&T  can  provide. 

Business  knows  no  borders.  Neither  does 
AW  SDN -Software  Defined  Network -ser- 
vice and  support.  Whether  you  want  to  place 
a  call  across  an  ocean,  send  a  fax  to  another 
continent  or  transmit  data  halfway  around  die 
world,  the  AT&T  SDN  service  and  support  team 
is  standing  by,  with  one  thought  in  mind:  mak- 
ing your  international  business  as  easy  as  pick- 
ing up  the  phone.  They're  just  part  of  AT&T's 
highly  trained  overseas  staff- 50,000  strong. 

Our  knowledgeable  representatives  will 
set  up  network  connections  around  die  world, 


to  make  it  easier  for  you  to  do  business  around 
the  world.  Whatever  s  on  your  communication 
itinerary,  you'll  have  an  SDN  Service  Represen- 
tative assigned  directly  to  you.  To  make  sure 
your  calls  travel  first  class. 

If  your  company  spends  $30,000  or  more 
per  month  on  outbound  long  distance,  look 
into  SDN,  from  AW.  For  service,  support  and 
competitive  prices,  it's  just  die  ticket.  Call  your 
AW  Account  Executive  or  1  800  443-4SDN, 
Ext.  809  for  more  information. 

AM.  Uie  Best  in  the  Business™ 


AT&T 


©  1993  AT&T 


Now  Available  in  Leading  Bookstores 

Introduce 


Just  Published!  The  brand-new 
1993  edition  of  Forbes 
MediaGuide  500.  The 
Forbes  MediaGuide  500 
gives  you  critical,  unbiased 
reviews  of  the  nation's  top 
500  journalists.  You'll 
get  an  overview  of  the 
year's  major  stories,  a 
detailed  review  of  the 
best  stories  and 
columns  of  1992 
along  with 
comprehensive 
ratings  of  the 
leading  journalists 
in  Business, 
Commentary, 
Foreign,  National 
Security, 
Science/Health/ 
Environment, 
Society  and 
Politics. 
The  Forbes 

MediaGuide  500  —  it's 
a  great  way  to  get  a  better 
handle  on  today's  fast  moving  media  world. 

Get  the  Scoop  on 
the  Nation's  Top  500 
Journalists 


Only  $1 9.95.  Or,  for  a  limited  time,  you  can  receive  your  own  copy  FREE,  when  you 
subscribe  to  the  all  new  MediaGuide  Quarterly.  For  more  info  call  1  -  800-825-006 1 . 
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MONEY  &  INVESTMENTS 

lecause  money  rates  are  so  low, 
oating-rate  bonds  with  a  floor 
ffera  dandy  alternative  to 
noney  market  investments. 

Playing  the  float 


BY  BEN  WEBERMAN 


in  Weberman  is  a  columnist 
Forbes  magazine. 


.oating-rate  bonds  that  have  an 
terest-rate  floor  offer  a  good  haven 
ir  anyone  wanting  a  reasonable  re- 
irn  while  hoping  for  interest  rates  to 
irn  back  up. 

"Floaters"  commonly  come  to 
arket  with  a  specified  minimum — 
id  sometimes  a  maximum — interest 
te.  The  range  between  them  is 
io\vn  as  the  collar.  The  highest  rate 
called  the  cap  and  the  lowest  the 
x>r.  Depending  on  the  issue,  inter- 
t  rates  are  periodically  adjusted 
ithin  the  collar,  based  on  the  move- 
ent  of  a  benchmark  such  as  Treasury 
lis,  notes  or  bonds,  the  prime  rate  or 
ly  one  of  many  other  rates  or  interest 
dexes.  The  principal  in  a  floater  is 
'otected  from  substantial  market 
langes  by  the  periodic  reset  of  inter- 
t  rates  to  prevailing  market  levels. 
Over  the  past  ten  years  or  so,  hun 
'eds  of  financial  and  industrial  com- 
mies have  issued  billions  of  dollars' 
orth  of  these  securities.  They're  par- 
:ularly  attractive  now  because  of 
dw  far  interest  rates  have  fallen  late- 
.  Most  collared  floaters  are  paying  at 
•  near  their  lowest  specified  rates. 
rhich  means  that  so  long  as  the 
curity  remains  outstanding,  inves- 
>rs'  return  can't  be  cut  further,  no 
atter  what  the  Federal  Reserve  does. 


But  if  interest  rates  turn  around  and 
start  rising  again,  you're  not  locked 
into  today's  low  rates. 

That  makes  floaters  an  ideal  substi- 
tute for  low-yield  money  instruments. 
Richard  Lehmann,  editor  of  Hijjh 
Yield  Securities  Journal  of  Miami 
Lakes,  Fla.,  has  been  following  float- 
ers as  a  group  and  recommends  them 
highly. 

But  he  cautions  that  it's  important 
to  learn  all  you  can  about  any  issue 
under  consideration:  Payment  rates 
can  be  adjusted  at  a  number  of  inter- 
vals, including  three  months,  six 
months  and  one  year.  There's  noth- 
ing standard  about  these  adjustable- 
rate  securities.  Have  your  broker  give 
you  all  the  specifics  about  what 
benchmark  the  bond  is  tied  to,  how 
periodic  payments  are  determined, 
and  the  maximum  amount  of  adjust- 
ment diat  can  be  made  each  year. 

Don't  let  your  broker  say  he  can't 
find  issues  or  information  on  them. 
Bloomberg  Financial  Markets' 
screens,  for  instance,  have  informa- 
tion on  more  than  500  floater  issues. 

Issues  where  the  benchmark  is  well 
below  the  floor  are  the  most  numer- 
ous, Lehmann  says,  because  of  the 
record  fall  of  money  rates.  Money 
rates  will  have  to  move  up  a  few 
percentage  points  in  most  cases  be- 
fore a  rate  adjustment  or  reset  results 
in  an  increase.  But  it  took  only  about 
three  years  for  three-month  T  bills  to 
move  from  8%  to  3%.  An  upward 
trend  could  be  just  as  rapid. 

AA-quality  Republic  New  York 
Corp.,  a  high-rated  bank  holding 
company,  has  floating-rate  notes  due 
2004  that  were  issued  March  1984. ' 
Thev  are  now  callable.  The  rate  is  set 
quarterly  at  the  equivalent  of  the 
three-month  London  Interbank  Of- 
fered Rate  (Libor). 


Because  of  the  floor,  however,  in- 
vestors holding  the  issue  draw  a  5.25% 
return.  That's  considerably  more  than 
the  3%  or  so  paid  by  money  market 
funds  and  certificates  of  deposit.  The 
issue's  benchmark  is  now  3.16%.  So 
the  base  must  rise  more  than  2  per- 
centage points  before  the  quarterly 
payments  begin  to  trend  higher. 

There's  a  Chase  Manhattan  Corp. 
floating- rate  note  that  was  issued  May 
1979  to  mature  in  2009.  Payment  is 
at  the  specified  floor  of  6.5%.  Com- 
pare that  with  a  different  Chase  floater 
issued  August  1974  to  mature  in 
1999.  This  particular  issue  has  no 
minimum  floor.  It  is  paying  only  4% 
until  the  rate  is  reset  on  June  15. 
Although  the  bond  paying  4%  now 
will  soon  start  paying  more  as  money 
rates  rise,  I'd  buy  the  issue  with  the 
6.5%  floor  and  get  the  higher  yield 
immediately. 

In  a  stud}'  for  Fitch  Insights,  Leh- 
mann looks  at  several  different  types 
of  Citicorp  floating  issues  and  finds  a 
variety  of  yields.  There  is  a  Citi  float- 
ing rate  bond  that  permits  holders  to 
"put"  the  issue  back  to  the  bank 
holding  company  at  par;  it  pays  4%. 
This  is  a  handsome  premium  over  the 
three-month  T  bill  rate  of  3.1%.  The 
yield  on  Citi  long-term  floaters  ma- 
turing in  2035  is  5.5%.  A  separate 
issue  due  to  mature  in  1998  with  a 
6.5%  floor  currently  yields  6.4%. 

Another  bank  issue  is  Chemical 
Bank's  notes  maturing  April  2003, 
rated  A-.  They  are  currently  at  their 
floor  and  pay  5.5%  with  a  cap  of 
9.25%.  The  rate  is  reset  semiannually. 

Floating  rates  are  available  on  some 
preferred  shares,  too.  Preferred  shares 
of  Citi  currently  yield  7.1%  on  float- 
ers. A  Ba2/BB-plus  Toledo  Edison 
preferred  with  a  cap  of  14%  and  a  floor 
of  7%  pays  a  dividend  of  7.64%.  Hi 
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The  learned  ones  of  academe  have  discovered 
what  some  of  us  knew  all  along:  Buying 
low-P/E  stocks  is  a  better  strategy  than  chasing 
growth  or  momentum  or  chart  formations. 

Value  will  out 


BY  DAUID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  Jersey,  and  author 
of  The  New  Contrarian  Investment  Strategy. 


Times  sure  do  change.  As  far  back  as 
the  mid-1970s,  and  as  a  Forbes  col- 
umnist beginning  in  early  1980,  my 
advocacy  of  contrarian  strategies  was 
dismissed  as  nonsense  by  academe.  At 
a  meeting  in  1984  a  leading  efficient 
market  advocate  flung  down  my  low- 
P/E  findings,  stating,  "These  results 
are  impossible." 

Guess  what.  Many  financial  aca- 
demics now  embrace  a  strategy  of 
following  a  contrarian-value  ap- 
proach and  staying  away  from  con- 
cept stocks  and  high-growth  stocks. 
Naturally,  they  are  acting  as  if  they 
discovered  the  whole  thing. 

For  the  last  two  decades  my  invest- 
ment strategy  has  been  grounded  in 
studies  I  have  done  that  show  low-P/E 
stocks  have  outperformed  the  market 
over  many  decades.  Investors  can 
achieve  superior  investment  results  by 
building  a  well -diversified  portfolio  of 
Iow-p/e  stocks  with  above-average 
yields,  low  relative  price  to  book,  and 
above  average  earnings  and  dividend 
growth  rates. 

This  often  means  having  the  cour- 
age not  to  cut  and  run  in  the  face  of 
bad  news.  In  fact,  Had  news  can  often 
create  a  buying  opportunity.  Philip 
Morris,  in  my  column  last  month 


(May  24),  and  Hewlett-Packard 
(Sept.  14,  1992)  were  two  stocks  I 
recommended  at  a  time  when  inves- 
tors were  dumping  both. 

This  is  all  part  of  what  I  called  the 
"investor  overreaction  hypothesis," 
which  was  spelled  out  in  Contrarian 
Investment  Strategy  in  1979  and  its 
sequel  in  1982.  Two  academic  re- 
searchers, Werner  De  Bondt  and 
Richard  Thaler,  discovered  this  hy- 
pothesis six  years  later  and,  by  sheer 
coincidence,  gave  it  the  same  title. 
(Naturally  no  acknowledgment  of  a 
mere  practitioner  was  necessary,  al- 
though they  had  read  my  work. ) 

The  hypothesis  the  professors  "dis- 
covered" has  made  a  big  splash  in 
academe  with  a  growing  number  of 
papers  focused  on  investor  overreac- 
tion. The  professors  have  discovered 
what  many  pros  have  long  known: 
That  stocks  go  to  extremes  of  pessi- 
mism and  optimism.  The  professors 
are  finally  acknowledging  that  inves- 
tors are  human  rather  than  advanced 
computer  chips. 

Among  the  new  studies  espousing 
this  old  theory  are  "Contrarian  In- 
vestment, Extrapolation  and  Risk," 
by  Josef  Lakonishok  et  al.,  soon  to  be 
published.  The  authors  postulate  that 
contrarian  strategies  work  because  in- 
vestors pay  too  much  for  the  suppos- 
edly excellent  outlooks  of  growth 
stocks.  This  "discovery"  will  evoke  a 
yawn  from  Forbes  readers  who  have 
been  reading  about  this  mistake  in  my 
column  and  elsewhere  in  the  maga- 
zine for  many  years. 

Welcome  to  the  Forbes  club,  pro- 
fessors. I'm  glad  you  now  know  that 
one  doesn't  make  big  gains  buying 
stocks  that  the  crowd  adores  or  by 
paying  big  premiums  for  high  growth 
rates.  As  I  have  shown  in  a  Forbes 
study  on  analysts'  estimates  (Dec.  9, 
1991),  our  ability  to  predict  earnings 


accurately  is  highly  overrated.  Disa] 
pointments,  which  occur  frequent 
in  stocks  with  supposedly  high  visibi 
ity,  most  often  lead  to  poor  oven 
performance. 

So  forget  the  myriad  of  razzl 
dazzle  strategies  you  are  told  to  pi 
money  into,  from  momentum  1 
small-cap  growth  to  technical  anal; 
sis.  There  are  no  major  studies  th 
back  up  any  of  them.  Graham  ar 
Dodd  wrote  back  in  the  early  Thirtii 
that  "value  will  out."  It  is  as  tn 
today.  For  those  willing  to  follow  tl 
contrarian  route,  here  are  a  number  < 
stocks  I  like: 

First  Hawaiian  Inc.  (27)  is  tl 
second -largest  bank  in  Hawaii.  Ean 
ings  increased  each  year  since  198 
and  should  be  up  again  in  1993.  Tl 
stock  has  a  P/E  of  10  and  yields  4%. 

Galen  Health  Care  (14)  is  one  < 
the  country's  largest  hospital  mai 
agement  companies.  Galen  shou! 
benefit  through  higher  capacity  util 
zation  as  the  economy  recovers  an 
far  more  significantly  if  a  feder 
health  care  plan  is  passed.  The  sto( 
appears  cheap  at  a  P/E  of  13. 

Old  Republic  International  (23) 
a  well-run  specialty,  property- casua 
ty,  life  and  mortgage -guarantee  insu 
er.  The  stock,  which  has  shown 
long-term  record  of  above-avera^ 
earnings  growth,  trades  at  a  P/E  < 
7  and  yields  1.9%. 

Telefonica  de  Espam  adr  (33)  pre 
vides  all  of  the  domestic  and  intern; 
tional  telephone  services  in  Spaii 
Margins  are  likely  to  improve  as  e: 
penses  level  off.  Earnings  should  ii 
crease  at  a  10%  to  15%  rate  over  tl 
next  few  years.  The  stock  has  a  P/E  < 
12  on  1993  estimates  and  yields  3.8" 

T2  Medical,  Inc.  (16)  is  a  leadin 
provider  of  outpatient  infusion  then 
py  services.  The  stock  trades  at  a  P/ 
of  9  and  yields  0.6%.  ■ 
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Vill  the  gold  rally  fade?  Or  are  we  at  a  major  shift 
'om  financial  assets  to  tangibles? 

BuUish 
goldbugs 


IY  MARK  HULBERT 


ark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
ised  Hulbert  Financial  Digest,  which  monitors 
s  performance  of  investment  advisory  letters, 
s  newest  book  is  The  Hulbert  Guide  to  Financial 
ewsletters  (Dearborn  Financial  Publishing). 


HE  GOLD-TIMING  LETTERS  I  monitor 
zver  have  been  more  bullish  than 
ght  now.  Their  consensus  is  that 
3ld  portfolios  should  be  more  than 
0%  invested — which  is  more  than 
iree  times  greater  than  the  24%  aver- 
se exposure  they  have  recommend- 
i  over  the  eight  years  I  have  been 
lonitoring  them.  On  only  one  other 
:casion  have  the  gold  timers  been 
lything  like  this  bullish — in  late 
987,  when  gold  bullion  rose  to  over 
500  per  ounce. 

Normally  I  would  advise  treating 
lis  extreme  bullishness  with  a 
salthy  dose  of  skepticism.  But  this 
me  the  bulls  may  be  right. 

I  would  normally  be  skeptical  be- 
luse  many  gold  timers  are  trend 
)llowers.  That  is,  they  become  more 
ullish  as  gold  rises  and  more  bearish 
;  it  falls.  You  make  money  by  follow- 
ig  them  only  if  gold's  trend  persists. 
If  course,  for  the  last  several  years 
lis  has  not  been  the  case. 

But  the  gold  timers'  current  bull- 
hness  is  different:  On  balance  they 
:came  bullish  before  gold  bullion 
roke  out  of  its  several-year  trading 
Inge.  Way  back  in  January  and  Feb- 


ruary many  of  these  gold  timers  con- 
cluded that  the  gold  market  was  at  a 
critical  juncture.  They  believed  Bill 
Clinton's  presidency  would  precipi- 
tate a  major  shift  in  the  investment 
markets  away  from  financial  assets 
into  tangible  assets. 

By  mid -March  these  timers'  aver- 
age recommended  gold  portfolio  ad- 
vice was  to  be  nearly  60%  invested — 
higher  than  it  had  been  in  years.  This 
was  more  than  a  month  in  advance  of 
gold's  breaking  out  of  its  $325-to- 
$340  trading  range. 

By  the  beginning  of  May  bullion 
had  risen  to  nearly  $360  per  ounce.  It 
would  soon  rise  by  another  $20.  But 
by  the  end  of  April  the  gold  timers' 
recommended  market  exposure  al- 
ready had  risen  to  more  than  80%. 

Many  of  these  investment  letter 
writers  have  been  around  for  a  long 
time.  They  got  their  starts  in  the 
1970s,  when  tangible  assets  were 
flourishing.  They  experienced  first- 
hand the  market's  shift  to  financial 
assets  in  the  1980s,  and  know  how 
important  it  is  to  navigate  such  shifts 
successfully.  Most  people  on  Wall 
Street,  in  contrast,  have  never  experi- 
enced such  a  shift  and  thus  are  predis- 
posed to  believe  that  strength  in 
stocks  and  bonds  will  continue  more 
or  less  indefinitely  and  that  gold  is 
a  dead  dodo. 

Richard  Russell  is  one  veteran  edi- 
tor who  thinks  we  are  at  a  crossroads 
between  financial  and  tangible  assets. 
Russell  has  edited  his  Dow  Theory 
Letters  since  the  late  1950s,  longer 
than  any  other  current  letter  editor. 

Russell  believes  the  ratio  of  the  dji 
to  gold  bullion  is  a  good  indicator  of 
whether  the  markets  currently  are  fa- 
voring financial  or  tangible  assets.  "In 
1980,  when  everyone  wanted  tangi- 


ble assets,  the  Dow  would  buy  you 
only  1  ounce  of  gold,"  he  points  out. 
Today,  in  contrast,  "financial  assets 
are  adored,  and  .  .  .  the  Dow  will  buy 
you  [about]  10  ounces  of  gold."  He 
suspects  that  this  10-to-l  ratio  is  close 
to  an  extreme,  and  that  a  shift  back 
toward  gold,  and  away  from  stocks 
and  bonds,  is  imminent. 

Russell  believes  three  major  forces 
are  converging:  a  dollar  bear  market, 
an  out-of-control  federal  budget,  and 
increased  taxes  and  government  inter- 
ference that  will  lead  investors  to 
"hide  their  wealth  via  tangible  assets." 

Harry  Browne  (of  Harry  Browne's 
Special  Reports)  also  believes  a  major 
move  by  investors  toward  tangible 
assets  is  probable.  Browne  turned 
bullish  on  gold  earlier  this  year,  for 
many  of  the  same  reasons  as  Russell. 
Says  Browne:  "Every  week  that  passes 
makes  a  few  hundred  thousand  more 
people  afraid  that  the  Clinton  pro- 
gram is  going  to  hurt  the  economy." 

A  third  adviser  who  believes  we  are 
undergoing  a  significant  shift  is  Rob- 
ert Prechter  of  Elliott  Wave  Theorist. 
"Since  inception  in  1979,"  he  writes, 
"the  Elliott  Wave  Theorist  has  advo- 
cated only  two  major  portfolio  align- 
ments for  investors."  The  first  was  out 
of  stocks  into  T  bills  before  the  Octo- 
ber 1987  crash.  The  second  one  is  his 
advice  this  year  to  switch  into  precious 
metals.  Prechter  is  especially  bullish 
on  silver,  which  he  thinks  has  the 
potential  to  triple  from  here. 

Let  me  repeat:  What's  noteworthy- 
about  the  gold  timers'  current  senti- 
ment, therefore,  is  that  it  isn't  just  the 
trend -followers  who  now  are  bullish. 
This  time  they  are  joined  by  the  non- 
trend-followers.  Gold  has  given  lots 
of  false  signals  in  recent  years.  This 
one  may  be  for  real.  HB 
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Class-action  lawyers  have  found  a  new  target: 
corporate  hedging  practices.  Does  your 
company  have  the  proper  safeguards? 

Who's  minding 
the  store? 


BY  ANDREW  J.  KRIEGER 


Andrew  J.  Krieger  is  managing  director 

of  KB  Currency  Advisors,  Inc., 

a  foreign  currency  investment  management 

and  hedging/overlay  firm 

based  in  Englewood  Cliffs,  N.J. 

He  is  author  of  The  Money  Bazaar. 


In  A  ruling  that  may  have  wide  impli- 
cations for  corporate  executives  and 
directors,  an  Indiana  appellate  court 
found  last  year  in  favor  of  the  share- 
holders of  a  cooperative  grain  eleva- 
tor. The  court  stated  in  Brane  v.  Roth 
that  the  board  of  directors  of  a  com- 
pany has  a  duty  to  decide  whether  or 
not  a  company  should  hedge  its  eco- 
nomic exposure.  Further,  once  the 
board  determines  it  should  hedge,  the 
court  ruled,  it  must  implement  the 
decision  prudently  by  making  sure  the 
hedging  is  run  by  either  an  experi- 
enced executive  or  by  outside  special- 
ists. The  board  must  also  monitor  the 
performance  of  the  person  or  entity  in 
charge  of  hedging  and  the  impact  of 
hedging  on  the  firm's  profitability. 

Now  a  related  class-action  suit  has 
been ,  filed  in  federal  district  court 
against  Compaq  Computer.  The  suit 
claims,  among  other  things,  that 
Compaq  failed  to  disclose  that  "the 
company  had  not  maintained  hedg- 
ing mechanisms  sufficient  to  insulate 
Compaq's  earnings  from  the  adverse 
effects  of  the  dollar's  appreciation.'''' 


It's  obvious  that  any  company  that 
has  not  established  a  comprehensive 
foreign  exchange  hedging  policy  is  a 
possible  target. 

Having  worked  with  corporate  cli- 
ents over  the  years  to  assist  in  drafting 
and  implementing  such  policies,  I 
know  how  executives  dread  the  pros- 
pect of  getting  involved.  So  I  offer 
below  some  guidelines  for  putting 
together  a  currency  hedging  policy. 

■  Gather  exposure  information.  This 
is  perhaps  the  most  daunting  task 
associated  with  creating  an  FX  policy, 
but  the  most  important.  Suggestion: 
Set  up  an  internal  task  force  of  senior 
managers  from  the  tax,  accounting, 
marketing  and  managerial  levels.  This 
group  should  compile  actual  foreign 
currency  receivable/payable  informa- 
tion and  analyze  economic  issues, 
such  as  the  firm's  sourcing  alterna- 
tives, pricing  flexibility  by  country 
and  cost  structure  of  the  competition. 
Assign  analysts  and  computer  techni- 
cians to  design  a  system  that  best 
reflects  the  information  most  neces- 
sary for  your  firm  to  properly  hedge. 

■  Motivate  overseas  managers  to  re- 
port accurate  forecasts.  A  U.S. -based 
company  ultimately  cares  about  dol- 
lar earnings.  So  overseas  divisions 
must  recognize  the  importance  of 
communicating  accurate  sales  and 
sourcing  forecasts  to  the  area  respon- 
sible for  hedging.  This  objective  can 
be  accomplished  through  the  com- 
pensation and  evaluation  process. 

■  Centralize,  centralize,  centralize.  A 
decentralized  process  (where  each 
foreign  operation  makes  its  own 
hedging  decisions)  can  result  in 
confused  corporate  objectives  and 
conflicting,  uneconomical  hedging 
transactions.  Centralizing  allows  for 
netting  of  exposures,  w  hich  is  crucial 


to  reducing  the  number  of  hedgin 
transactions  and  is  therefore  a  bi 
money  saver.  Centralization  also  as 
sures  that  the  responsibility  ofhedg 
ing  rests  with  one  group  directly  .tc 
countable  to  senior  management  anc 
ultimately,  the  board  of  directors. 

■  Establish  a  reasonable  budget.  Lik 
most  things  in  life,  sometimes  yo 
need  to  spend  money  to  make  monej 
and  hedging  is  no  exception.  Forwar 
contracts  can  have  an  interest  rat 
differential  cost,  and  options  ma 
require  an  initial  upfront  premiun 
although  the  ultimate  payoff  may  b 
many  times  the  option  premium  ex 
pended.  Given  a  company's  hedgin 
objectives,  a  reasonable  budget  ca 
be  determined. 

■  Establish  an  implementation  pre 
cess.  Next  to  the  gathering  of  expo 
sure  information,  implementation  i 
the  second  most  important  aspect  of 
successful  currency  hedging  progran 
Some  companies  may  have  their  ow: 
people  run  the  program.  Others  ma 
find  it  cheaper  and  safer  to  go  outsid 
for  the  expertise.  Which  way  to  g' 
depends  on  the  size  and  complexity  c 
the  company's  exposures  and  the  cos 
of  establishing  a  qualified  in-hous 
department. 

■  Obtain  hedge-monitoring  system; 
If  a  company  is  going  to  perform  th 
implementation  process  solely  in 
house,  it  will  need  to  acquire  its  ow: 
sophisticated  hedge-monitoring  sys 
terns,  which  can  simulate  the  profit 
and-loss  impact  of  various  hedgin 
strategies  under  a  variety  of  marks 
conditions,  including  changing  spot 
interest  rate  and  volatility  scenario; 
This  type  of  simulation  software  wi 
give  the  company  a  snapshot  of  it 
hedging  program  under  even  th 
worst  of  market  conditions. 

■  Be  forward-looking.  Currency  flue 
tuations  affect  the  financial  results  c 
many  companies;  hence  the  recen 
court  cases.  Companies  need  to  vie\ 
currency  exposure  as  a  risk  that  need 
to  be  managed  continually  and  mus 
be  willing  to  take  advantage  of  specif 
market  opportunities  (just  as  mos 
companies  do  with  interest  rate  expo 
sures)  when  they  occur. 

If  all  this  sounds  complicated,  cost 
ly  and  a  diversion  of  attention  fron 
more  important  matters,  just  as! 
yourself:  Do  you  really  need  anothe 
lawsuit?  ■ 
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CKARD  BELL  GIVES  YOU  MORE 
AN  JUST  THE  POWER  TO  COMPUTE. 
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ility:  when  you  buy  a  computer  you 
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completely  than  ever.  That's 
power  your  competition 
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PACKARD  BELL 


Angeles 


Toronto  London  Munich  Milan  Tokyo  Amsterdam 

The  Intel  Inside  logo  is  a  trademark  of  Intel  Corp  ©  Packard  Bell  Electronics  Inc 


Paris 

1993 


Hong  Kong  Tel  Aviv  Madrid 


nimnuHL  oiuhicui 

MONEY  &  INVESTMENTS 


Inflation  is  a  bogeyman  and  bonds  are  a  buy. 

Inflation  or 
deflation? 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 
A.  Gary  Shilling  &  Co.,  economic  consultants 
and  investment  advisers.  His  firm  publishes 
Insight,  a  monthly  newsletter  covering  the 
business  outlook  and  investment  strategy. 


Is  A  NEW  round  of  inflation  on  the 
way?  Many,  including  the  Federal  Re- 
serve, worry  after  the  jump  reported 
for  April,  even  though  a  lot  of  it  was 
weather-related.  But  don't  get  overly 
excited.  Consumer  price  inflation  is 
much  lower  than  government  statis- 
tics tell  you.  There  are  lots  of  flaws 
in  those  statistics. 

The  Consumer  Price  Index,  a 
"fixed-weight"  index,  is  revised  only 
occasionally — the  last  time  was  1982- 
84.  Between  revisions  it  doesn't 
record  the  effects  of  buying  more  of 
what's  cheap  and  less  of  what's  expen- 
sive. Nor  does  it  properly  adjust  for 
quality  improvements  in  goods  and 
services — more  quality  for  the  same 
price  as  products  and  services  get 
better.  It  also  slights  new  products, 
which  often  decline  sharply  in  price. 
Hot  items  like  cellular  phones,  roller 
blades,  mountain  bikes  and  cam- 
corders didn't  really  exist  when 
the  current  market  basket  was  set. 
CD  players  and  other  items  that 
have  mushroomed  in  popularity  and 
swooned  in  price  since  then  may  be 
seriously  underweighted  in  the  index. 

Remember  all  this  when  you  hear 
pundits  crying  "inflation,  inflation" 


because  this  out-of-phase  index 
shows  an  upward  blip. 

Remember,  too,  that  big  recent 
developments  make  the  index  even 
more  out  of  phase  than  usual.  The 
consumer,  hard-pressed  by  huge 
debts,  actual  and  threatened  layoffs 
and  the  newfound  realization  that 
his/her  biggest  asset,  his/her  home, 
is  no  longer  a  winning  investment,  is 
doing  anything  to  save  a  buck.  As 
Forbes  presciently  pointed  out  nearly 
two  years  ago,  consumers  are  switch- 
ing massively  from  national  brands  to 
cheaper  house  labels  and  generics. 
Private-label  goods  accounted  for 
about  14%  of  supermarket  sales  in 
1987,  but  now  make  up  roughly  25%. 
In  the  last  year  Coca-Cola  Co.'s  su- 
permarket soft  drink  sales  were  up 
0.4%,  but  private-label  carbonated 
soft  drinks  jumped  6%. 

Note  this:  It  isn't  just  the  tradition- 
al private-label  products  like  bread 
and  milk  that  are  exploding.  Now  it's 
also  diapers  and  bottled  water,  prod- 
ucts bought  by  the  more  upscale  con- 
sumers. Dry  house-brand  cat  food 
sales  have  leaped  in  the  last  year,  while 
the  soft-moist  gourmet  goodies  have 
fallen  about  one-fourth.  The  real 
clincher  of  the  new  consumer  trend, 
however,  is  the  rush  to  generic  ciga- 
rettes. Their  supermarket  sales  gained 
almost  200%  in  the  course  of  1992, 
while  Marlboro  sales  fell  5.6%. 

The  CPI  does  recognize  the  shift  to 
house  brands  and  generics,  but  only 
slowly.  It  changes  its  sample  in  merely 
20%  of  its  geographic  sample  areas 
each  year.  By  the  time  the  whole 
economy  is  updated  over  five  years, 
often  another  new  pattern  of  spend 
ing  has  set  in,  leaving  the  index  always 
well  behind  reality. 

Also  contributing  to  overstatement 
in  the  Consumer  Price  Index  is  the 
massive  consumer  shift  in  recent  years 


from  full-list  retailers  to  members!" 
warehouse  clubs,  price  cutters  li 
Wal-Mart  and  gasoline  discounte 
All  are  way  underrepresented  in  t 
CPI  sample,  so  the  reported  pric 
consumers  pay  are  overstated. 

On  balance,  I  estimate  that  rece 
widespread  shifts  to  house  brands  ai 
to  discount  retailers  are  knocking  3 
to  1.5%  off  CPI  inflation  figures, 
true  inflation  is  about  half  the  repo 
ed  rate.  This  means  that  colas  < 
Social  Security  recipients  and  t 
15.5%  of  private  sector  employe 
who  still  have  them  are  far  too  gen< 
ous.  If  you  are  one  of  those  f< 
employers  who  still  believe  that  y\ 
have  a  moral  obligation  to  keep  yo 
people  abreast  of  inflation,  you  c 
undershoot  the  CPI  rise  considerat 
in  pay  hikes  with  a  clear  conscience 

Also,  don't  let  the  inflationists  pa 
ic  you  out  of  bonds.  The  proper  inf 
tion-adjusted  yield  on  30-year  Trc 
surys  is  now  about  5%,  not  the  3.', 
that  the  reported  en  indicates.  Tl 
5%  is  very  attractive  compared  wi 
the  2%  to  3%  that  long  Treasury's  ha 
typically  yielded.  I  predict  that  r< 
after-inflation  yields  will  revisit  t 
2%  to  3%  level,  handing  handsor 
gains  to  bond  investors,  as  nomir 
yields  fall  to  the  4%-to-5%  range.  Ft 
thermore,  inflation-adjusted  yields  < 
utilities  are  better  than  you  may  thir 
and  even  real  CD  yields  are  positive. 

Of  course,  nothing  remains  stat 
and  led  by  Philip  Morris  with  Ma 
boro  and  then  Procter  &  Gamb 
with  Pampers  and  Luvs,  natior 
brand  producers  are  slashing  prices 
compete  with  private  labels.  This  w 
close  part  of  the  gap  between  acti 
and  reported  consumer  inflatio 
leading  to  lower  reported  numbe 
But  the  important  thing  to  realize 
that  we  remain  in  a  fundamental 
deflationary  situation.  I 
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Inside  every  unprofitable  company  is  a  profitable  one 
struggling  to  get  out.  Extracting  the  profitable  core  is 
a  painful  process  for  the  company  and  for  the  economy. 

Lessons  Grandpa 
Bill  taught  me 


BY  JOHN  RUTLEDGE 


ohn  Rutledge  is  an  economist 
md  chairman  of  Rutledge  &  Co.,  a 
nerchant  bank  in  Greenwich,  Conn. 


When  i  was  growing  up  in  the  Mid- 
vest,  our  family  hero  was  Grandpa 
Sill.  Every  day  before  the  sun  came 
lp,  Grandpa  walked  the  9  miles  to  his 
ob  at  the  asbestos  plant  two  towns 
wer.  It  was  he  who  taught  me  to  be  a 
ort  of  Calvinist  optimist,  a  person 
vho  believes  that  hard  times  are 
;ood  for  you  and  that  if  you  just 
vork  hard  and  save  your  money  it 
vill  all  work  out  fine. 

Grandpa  Bill's  teachings  were  a 
jreat  preparation  for  living  in  the 
Nineties,  where  the  pattern  seems  to 
>e  two  quarters  of  recovery  followed 
yy  two  quarters  of  slow  growth.  The 
ort  of  situation  where  you  must  keep 
>lugging  even  when  things  get  down- 
ight  discouraging. 

Economic  growth  slumped  to  1 .8% 
n  the  first  quarter,  and  early  signs 
or  the  second  quarter  are  not  encour- 
iging.  In  April  retail  sales  rose  1.2% 
but  after  a  dismal  March),  industrial 
)roduction  was  flat,  and  the  factory 
.ector  shrank,  according  to  purchas- 
ing managers. 

Inflation  is  starting  to  heat  up 
igain.  April  producer  and  consumer 
>rice  reports  reveal  a  disturbing  trend 
jf  recent  commodity  price  increases 


working  their  way  through  the  gener- 
al price  level.  That's  why  gold  is  back 
at  its  Gulf  war  high  of  $376.  And 
that's  why  the  government  bond  rate 
has  crawled  back  above  7%. 

What  would  Grandpa  Bill  say?  As  a 
Calvinist  optimist,  he  would  look  for 
the  silver  lining  behind  the  dark 
clouds.  He  might  point  out  that  lousy 
growth  will  help  to  derail  all  or  part  of 
President  Clinton's  ill-conceived  tax 
increases.  Jimmy  Carter  started  slow 
in  the  polls  and  then  tapered  off;  Bill 
Clinton  is  doing  even  worse  in  the 
polls.  People  on  Main  Street  appear  to 
have  a  firm  grasp  of  the  idea  that 
higher  tax  rates  are  not  a  growth 
policy.  Even  congressional  Demo- 
crats may  be  getting  the  message. 

The  other  benefit  of  slow  growth  is 
that  it  will  keep  the  pressure  on  man- 
agers. It  will  force  them  to  continue 
improving  their  companies'  operat- 
ing performance  from  within,  by 
purging  their  business  of  low-return 
capital  and  people. 

Call  it  restructuring,  downsizing, 
re-engineering,  total  quality  manage- 
ment, cycle-time  reduction  or  just  the 
big  shrink,  a  corporate  revolution  is 
sweeping  the  country.  In  the  short 
run,  these  changes  mean  more  lost 
white-collar  jobs  and  excess  assets  to 
be  scrapped.  In  the  long  run,  howev- 
er, they  mean  higher  productivity  and 
increased  real  incomes  as  the  employ- 
ee victims  of  the  new  thinking  are 
hired  back  to  new  jobs  that  actually 
create  value  for  someone. 

The  essence  of  these  new  strategies 
is  process  mapping,  a  painstaking 
choreography  of  every  work  step  be- 
tween the  initial  contact  with  a  cus- 
tomer and  the  final  receipt  of  cash.  By 
distinguishing  between  value-added 
and  non-value-added  steps  in  this  se- 


quence, and  purging  the  latter,  man- 
agers can  often  drastically  collapse  the 
time  and  resources  required  to  serve  a 
customer,  as  I  have  seen  in  many  of 
the  boardrooms  I  regularly  visit. 

One  company  found  that  it  took 
more  than  two  months  to  respond  to 
a  customer  request  for  a  detailed  pro- 
posal on  a  new  job,  but  that  the 
proposal  contained  only  six  hours  of 
actual  work. 

By  squeezing  the  air  out  of  the 
process  and  purging  all  the  non-val- 
ue-added steps,  the  company  was  able 
to  shorten  its  response  time  to  its 
customer  to  only  one  day.  The  flip 
side  of  this  dramatic  increase  in  pro- 
ductivity is  that  now  all  the  people 
who  slowed  down  the  flow  of  paper 
are  part  of  the  jobless  statistics. 

Another  company  doubled  its  in- 
ventory turns  through  sharp  reduc- 
tions in  both  raw  material  and  work- 
in-process  inventories.  It  did  so  by 
implementing  demand  flow  manufac- 
turing technology,  as  described  in 
Quantum  Leap,  by  John  Costanza. 

This  stuff  really  works.  By  shorten- 
ing the  company's  total  product  cycle 
time — the  time  it  takes  from  raw  ma- 
terials to  a  finished  product  in  the 
customer's  hand — they  were  able  to 
improve  customer  service  and  reduce 
debt  at  the  same  time.  In  business,  less 
is  more.  Less  inventory,  less  property, 
less  expenses  and  fewer  people  mean 
more  productivity,  higher  returns  on 
capital  and  an  increase  in  the  value  of 
the  company's  stock. 

This  trend  confirms  something  I 
have  always  believed:  Inside  every 
unprofitable  company  is  a  profitable 
one  screaming  to  get  out — as  we  saw 
last  year  with  Sears  and  General  Dy- 
namics, and  may  some  day  see  with 
IBM.  In  letting  the  profitable  part 
emerge,  managers  must  ruthlessly 
discard  the  rest — jobs,  factories, 
inventories,  the  works. 

For  the  companies  going  through 
this  rebirth,  it  may  take  a  year  or  more 
for  the  improvements  to  outweigh 
the  restructuring  costs  and  show  up  in 
their  profit  numbers.  For  the  econo- 
my as  a  whole,  it  could  take  longer, 
until  the  workers  who  lost  their  jobs 
find  new  ones  or  start  new  businesses 
on  their  own.  In  the  meantime,  re- 
member Grandpa  Bill:  Work  hard  and 
realize  that  eventually  hard  work  will 
be  rewarded.  W 
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FINANCIAL  SERVICES 


IS  THE  MARKET 
"TOO  HIGH"? 


Is  the  stock  market  now 
heaoed  for  sizable  gains, 
or  for  anot her  "free  fall"7 

Before  you  make  any  de- 
cisions to  unload  slocks,  or 
to  buy  more,  or  to  stand 
pal.  I  urge  you  to  check  at 
once  the  current  status  of 
my  key  market  indicators 
MARTIN  ZWEIG  whicn  |ve  spent  more 
than  30  years  developing 

These  are  the  indicators  that  enabled  The 
Zweig  Forecastle*  show  a  50  4%  gain  for  the 
"crash  year"  of  1987  with  a  9%  portfolio  gain  on 
Black  Monday  itself  and  that  made  possible 
the  Forecast's  huge  638  5°=>  gains— with  not 
even  one  down  year-over  the  12'  2  years 
(through  12/92)  since  Hulbert  began  monitoring 
advisory  services.  (Past  results  are  no  guaran- 


tee of  future  performance.) 

Let  me  rush  you.  as  a  bonus,  the  very  latest 
issue  of  The  Zweig  Forecast  showing  you  exactly 
what  my  key  indicators  are 
saying  now  Plus  the  un- 
listed number  of  my  tele- 
phone hotline  which  up- 
dates my  indicator  readings 
at  least  three  times  a  week 
Plus  a  gift  copy  of  my  book, 
"Winning  on  Wall  Street" 
($20  retail).  Act  today  Pro 
rata  money-back  guaran- 
tee, of  course. 

Three-Month  Trial  $55. 
One  Year  $265.  Visa/MC. 
1-800-535-9649  Ext.  9061 

THE  ZWEIG  FORECAST 

PO  Box  2900.  Wantagh,  NY  11793-0926 


EXTRA  BONUS 


FINANCIAL  SERVICES 


FINANCIAL  SERVICES 


5  STOCKS  UNDER  $10 
TO  BUY  NOW! 


A  5,000  Dow?  Or  1,800? 
Or  Both? 

Intro  Issue  $2.00 

QBRYANT 

INVESTMENT  LETTER  llllllllllllllll 

P.O.  Box  62695,  Dept.  FJ 
Colorado  Springs,  CO  80962 


PROFIT  FROM  TAX 
FREE  INVESTMENTS 
WITHOUT  LOSING 
A  PENNY! 

Opportunity  for  Foreign 
Investors  to  maximize 
financial  growth,  while 
limiting  tax  exposure. 

The  Principle  Firm,  Inc. 
U.S.A.  (310)  679-0543 
(310)  679-7450  Fax 


Global  Investing 

Global  Investing.  The  essential 
twice-monthly  newsletter  for  inter- 
nationalizing your  portfolio  using 
Wall  Street's  fastest  growing  instru- 
ments: American  Depositary  Re- 
ceipts and  international  closed-end 
funds.  Global  Investing.  The  only 
independent  publication  highlighting 
top-performing  ADRs  of  foreign 
stocks  and  bonds  plus  closed-end 
funds  which  looks  after  investors, 
not  brokers'  trading  volume. 

In  its  first  24  months.  Global 
Investing's  model  yield  portfolio 
earned  interest  of  9.8%  while  rising 
9.3%  Global  Investing's  buy-and- 
hold  portfolio  is  up  12.9%.  Global 
Investing's  speculative  portfolio  is 
up  47.5%  Global  Investing's 
portfolio  of  closed-end  funds  pro- 
duced gains  of  21  6%  and  yields  cf 
3.4%.  Our  closed  positions  pro- 
duced a  gain  of  30%  (As  of  May  7.) 

Priced  normally  at  $425.  Global 
Investing  is  being  offered  at  $199 
to  respondents  to  this  ad  Free 
sample  issue  on  request. 

Global  Investing 

35  Sutton  Place.  Suite  14F 
New  York.  NY  1 0022-2464 

Please  see  reader  service  card. 


FOR  INFORMATION 
WRITE  OR  CALL: 
LINDA  L0REN 
FORBES  MARKET/ 
CLASSIFIED 

60  Fifth  Ave..  N  Y..  NY  10011 

(212)  620-2440 
FAX  (212)  620-2472 
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Receive  V* 
for  only 


L/ine 
55 


An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Service — Value  Line's  mos 
'  recent  Ratings  and  Reports  on  1700  stocks  and  the  How  to  Invest  in  Convr 
Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  1 
weeks  for56Sr$55.  Available  only  once  every  two  years  to  any  household 
SPECIAL  BONUS:  With  your  subscription  you  will  also  receive  Barron's 
DICTIONARY  OF  FINANCIAL  AND  INVESTMENT  TERMS,  Third  Editio 
(retail  price  $9.95)— 537  pages  filled  with  over  3.000  definitions  of  terms  ft 
stocks  and  bonds,  banking,  corporate  finance,  and  more — in  accordance  v 
Federal  Income  tax  revisions.  Your  subscription  to  Value  Line  may  be  ta; 
deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along  wi 
name,  address  and  zip  code  together  with  this  ad  or: 
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Call  Toil-Free  1-800-833-0046 

t.  2903-Dept.  616B21 )    American  Express.  MasterCard  or  Visa. 
24  hours  a  day.  7  days  a  week.  30  day  Money-Back  Guarantee. 
Allow  4  weeks  for  delivery  NY  residents  add  sales  tax. 
Foreign  rates  upon  request. 


The  Value  Line  Investment  Survey* 

71 1  3rd  Avenue 
NY.  NY  10017-4064 


PRESENTATION  EQUIPMENT 


LASER  POINTER 

$7295  ^ 

raving  Availabl 

plus  tax  &  shipping 

(#^1-800-55-1 

Made  in  the  USA  - 

PA  DIVCO  Technologies,  Inc. 

■  ill  4n  American  Company 

1  Year  Warranty 

BUSINESS  OPPORTUNITIES 


WHEN  YOU  WANT  TO 
GO  PUBLIC 


We  are  a  very  experienced 
securities  and  tax  law  firm.  Our 
costs  to  new  issuers  are  well 
below  prevailing  rates. 
Cassidy  &  Associates 
202/387-5400  Fax:  202/745-1 920 


BUSINESS  OPPORTUNH 


INCORPORATE  IN  DELAW 


Specialists  in  setting  up  Dela 
Corporations.  General,  Aircra 
Boat  &  Shelf  Corporations. 
Vduumre  Call/Write  for  FREE 
KaLurry  P-O.BOX484-FJ 
IVvV  Wilmington,  DE  19 
M  hkl  8fjf>321-CCflP- 302-65 


Forbes: 
CapitalistTboP 


$  OVER  ONE  BILLIC 


WORTH  OF  BUSINESSES  FOR  SALE  BY  0 
Major  Manufacturing  to  Small  Retail 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services 


NATIONWIDE 
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PRESENTATION  SERVICES 


EXECUTIVE  FURNISHINGS 


SCide  Imagers 

Overnight  \ 


'vernight  | 

$495  1 


( :<)/ii<)U(Of'  i ''/'/■ -*  Output 


35mm  Color  Slides 
Overhead  Transparencies 
Canon  Color  Lasers 

Free  Samples  &  Technical  Support 


12-  hour  service  standard.  Modem  to  us 
your  native  files  by  8  a.m.  E.S.T.  or  send 
by  Priority  Air  Express,  and  we'll  have 
the  finished  product  back  to  you  by  the 
next  morning.  CALL  US  TODAY! 


The  BEST  Product.  (800)232-5411 
Service,  T**"HL  (404)873-5353 
Support,  and  rnc  .  22.71hSI-Allanla  G4  30308 


TRAVEL  ACCESSORIES 


Send  wrinkles 

packing. 

Trade  in  your  travel  iron 

for 

SMARTPACK® 

t    modular  packing 

St*    system.  Keeps 

|Rb  everything 

from  silks  to 

Hb^     suits  neat  and 

^—V        wrinkle  free. 

WW        Call  today  for  your 

free  catalog! 

W  Shown,  18"  SmartPack,  $28 

"             Weekend  Bag,  $68 

SmartPack  1-800-969-8585 

MISCELLANEOUS  FOR  SALE 


WE  BUY  DIAMONDS! 

Call  or  fax  GIA  info 
for  cash  offer. 
-  Any  quantity!  - 

HOUSE  OF  ONYX 

1  Main  St. ,  Greenville,  KY  42345 
l-800-844-3100or  FAX  502  +  338-9605 


Premium  Handcrafted 
EXECUTIVE  FURNISHINGS 


Built  to  last  for  generations! 
Select  Pennsylvania  Hardwoods. 
Third  generation  cabinetmaker. 

Custom  made  Quality. 


MASSIVE  DESK  TOP 
MEASURES  46"  X  85". 


^"SJVIERWAYt 


INC. 

3701  Beale  Avenue,  Altoona,  Pennsylvania,  16601 


PRESENTATION  EQUIPMENT 


The  most  advanced  pen  sized 

Laser  Pointer 
INFINITER 


Slack  $82 
24K  Gold  $120 
$6.00  S&H 


$72 


Don't  Lose  Their  Attention!  I*  °ak  c°ul  °acnvf„ „c*  9J™ 

p>>"..„**>««™~  J...  ,  Tel  510  820  1763  Fax  510  820  8738 

Bright  red  laser  dot  lets  your  audience  tocus 
on  your  topic  and  lets  you  direct  the  presentation 


800-854-6686  Dept.  i 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY  I  Executive  BackChair 
JET  FIGHTERS  ■ 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

•Forward-tilt 

feature 
•Adjustable 

neck  rest 

•  Built-in  adjustable 
lumbar  support 

To  fit  individuals  from  5'2"  up  to  6'6" 


BackSaver  Call  1-800  251-2225 

 —   fax  24  hrs.  l-800-44.V)609 

53  Jeffrey  Ave.,  FME.  Holliston.  MA  01746 


•  16"  to  22"  models  ore  hand- 
crafted from  solid  mahogany  with 
hartdpamted  markings  ond  details 

•  Over  160  models  in  stock 

•  Priced  from  $99,50 

•  Satisfaction  guaranteed 

Call  1  800-950  9944 
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WOUTSUAIIWGWjaU 
Of  FINE 
U.OKUlfTUKS 

14235  North  7MiS»M 
Scomdale  AiqmV  *2  83360 

iecm  991-uui  at 


COMPUTER  SOFTWARE 


Need  New  Customers? 


Let  us  help  you  with  Sales  Leads... 

•  10  Million  U.S.  Businesses  - 

Select  by  SIC.  Employee  Size  and  Sales 
Volume  Lists  include  Name  of  the  Owner 
or  Manager 

•  78  Million  U.S.  Residents  - 

Select  by  Age  and  Income. 

Call  or  write  for  FREE  Catalog 
American  Business  Lists 

5711  S  86th Circle- Dept# 01  183 •Omaha. NE 68127 
Phone  (402)  331-7169-  Fax  (402)  331  1 505 


FREE 

CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to: 

Free  Business  Catalog 
U.S.  Government  Printing  Office 
Office  of  Marketing — Stop  SM 
Washingion,  DC  20401 
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DEC  on  deck 

Is  THE  TURNAROUND  at  $14.6  billion 
(estimated  fiscal  1993  sales)  Digital 
Equipment  Corp.  for  real?  Wall  Street 
sure  thinks  so.  Since  late  last  year  its 
NYSE-listed  stock  has  risen  45%,  to  a 
recent  44. 

Stuart  Crane,  a  special  situations 
analyst  for  the  New  York  investment 
advisory  firm  A.R.  Schmeidler  &  Co., 
thinks  the  stock  will  hit  60 — a  36% 
increase — over  the  next  12  months. 
The  analyst  notes  approvingly  that 
during  fiscal  1991  and  1992  thecom- 
panv  took  a  total  $2.6  billion  in  re- 
structuring charges  related  to  plant 
realignment,  modernization  and  em- 
ployee severance.  Writeoffs  this  year 
could  amount  to  over  $400  million 
more.  Under  Robert  Palmer,  who 
took  over  as  chief  executive  officer 
from  founder  Kenneth  Olsen  last  tall, 
the  streamlining  looks  to  be  working. 
Crane  points  out  that  in  the  March 
quarter  DEC  generated  positive  cash 
flow  from  operations  for  the  first  time 
in  six  quarters.  For  the  1993  fiscal  year 
(ending  June  30),  he  expects  dec  to 
run  just  $2  a  share  in  the  red,  versus 
the  $18.50  a  share  (including 
charges)  that  it  lost  last  year. 

Crane  sees  particular  promise  in  the 
new  generation  of  computer  products 
DEC  is  introducing  that  run  on  its 
high-speed  Alpha  chip.  Too,  the 
company  has  made  strong  inroads 
into  the  desktop  market  and  is  now 
the  largest  direct  marketer  of  personal 
computers  through  catalogs.  He  ex- 
pects the  company  will  earn  at  least  $3 
a  share  in  fiscal  1994,  which  begins 
next  month. 

Life  after  Mike 

Charles  (mike)  harper,  65,  an- 
nounced in  Ma)'  that  he  was  quitting 
as  chairman  of  $21.2  billion  (sales) 
ConAgra,  Inc.  to  run  $15.7  billion 
(sales)  rjr  Nabisco  Holdings  Corp. 
That's  good  news  for  rjr — but  where 
does  it  leave  ConAgra5 

Harper,  who  built  ConAgra 
through  such  acquisitions  as  Hunt- 
Wesson  and  Orville  Redenbacher 
popcorn,  paved  the  way  for  his  leave- 
taking  last  September,  when  he 
helped  promote  Philip  Fletcher,  59, 
to  be  ConAgra's  chief  executive  offi- 
cer. Results  during  Fletcher's  first  few 
months  do  not  appear  encouraging. 


For  the  fiscal  year  ended  May  31, 
1 993,  ConAgra's  earnings  were  prob- 
ably up  only  8%,  to  just  $1 .62  a  share. 
Among  the  culprits:  lower  sales  of 
both  its  low-fat  Healthy  Choice 
brand  and  frozen  foods,  as  well  as 
depressed  margins  at  the  company's 
$7.5  billion  (sales)  beef,  pork  and 
lamb  processing  division.  ConAgra's 
Big  Board  stock  has  fallen  from  a  12- 
month  high  of  34V4  to  a  recent  26Va. 
But  analyst  Timothy  Ramey  of  C.J. 


I 


An  assortment  of  ConAgra  brands 
Now  it's  Philip  Fletcher's  turn. 


Lawrence  is  bullish  on  ConAgra  and 
Fletcher.  "He  [Fletcher]  is  an  operat- 
ing guy,"  says  Ramey.  "If  you  listen 
to  what  his  focus  has  been  in  the  first 
nine  months  of  being  chief  executive, 
it  has  been  on  making  the  businesses 
work  more  efficiently,  rather  than  on 
acquisitions." 

Fletcher,  says  Ramey,  "hit  the  ceil- 
ing" when  he  found  out  that  Con- 
Agra was  Cargill's  biggest  meat  cus- 
tomer— even  though  ConAgra  is  the 
nation's  second-largest  processor  of 
cattle  for  meat,  which  it  uses  in  its 
frozen  foods  and  other  products. 
Fletcher,  says  the  analyst,  wants  to 
source  more  meat  and  other  raw  ma- 
terials within  the  company  whenever 
possible.  Ramey  says  Fletcher  will  also 


address  problems  at  ConAgra's  m( 
processing  division,  which  substa 
dally  underperforms  archrival  [BP  Ii 
All  in  all,  Ramey  expects  ConAt: 
under  Fletcher  to  earn  $1.85  a  she 
in  fiscal  1994,  which  just  began.  At 
times  his  earnings  estimate,  he  thin 
ConAgra's  a  buy.       -Seth  Lubo 

Alumax  to  the  max 

On  May  25  minerals  giant  amax  Ii 
(1992  sales,  $3.7  billion)  announc 
that  it  will  bust  itself  up.  For  each 
their  amax  shares,  amax  stockholdi 
are  to  receive  one  share  of  Alum; 
the  company's  aluminum  products 
operations,  and  one-quarter  share 
Amax  Gold  Inc.  The  remainder 
amax  will  then  be  merged  into  Cypi 
Minerals  Co.,  generating  one-h 
share  of  Cyprus  for  each  AMAX  shar 

Initially  the  announcement  se 
amax's  depressed  stock  from  173/ 
share  to  22% — and  Cyprus'  sto 
tumbling — as  the  market  scrambl 
to  value  the  deal,  amax's  stock  1 
since  stabilized  at  a  fraction  lower 
price.  But  some  analysts  think  AM 
could  ultimately  be  worth  far  more 

The  big  question:  What  is  $2 
billion  (sales)  Alumax  worth?  T 
market  seems  to  be  valuing  Alumax 
less  than  $8  per  amax  share.  But 
book  value  is  estimated  at  $12  to  $ 
a  share,  and  some  analysts  think 
could  trade  even  higher.  Aluma 
positives  include  strong  cash  flo 
low  ingot  costs  at  its  new  Canadi 
smelters,  and  a  strong  niche  supplyi 
the  construction  markets.  The  t 
negative:  weak  aluminum  pric 
With  aluminum  ingot  selling  for  ji 
over  50  cents  a  pound,  Alumax 
losing  money  (as  are  most  other  al 
minum  makers).  Yet  metals  analy 
Daniel  Roling  of  Merrill  Lynch  a 
John  Tumazos  of  Donaldson,  Lufl 
&  Jenrette  believe  that  aluminun 
price  could  double  over  the  next  f< 
years.  That  would  boost  Aluma: 
earnings  to  $4  a  share  on  a  project 
88  million  shares  outstanding, 
even  a  conservative  earnings  multip 
that  level  of  earnings  would  put  AJ 
max  at  more  than  $30  a  share. 

Alumax  is  due  to  be  spun  off  befc 
the  deal  closes  this  fall.  Suppose  y< 
like  Alumax's  prospects  but  doi 
want  all  the  other  assets  that  curren 
come  with  a  share  of  amax.  In  tl 
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e,  advises  S.G.  Warburg  analyst 
tor  Lazarovici,  wait  until  after  the 
noff,  when  there  likely  will  be  lots 
selling  by  the  arbs  and  other 
estors  who  don't  want  to  be  in 
tninum.        -James  R.  Norman 


egler's  baby 


rER  reading  about  a  possible 
naround  at  $3.5  billion  (estimated 
?3  sales)  Enserch  Corp.  last  year 
)rbks,  Dec.  21,  1992),  Andrew 
nman  did  some  research  into  the 
npany  and  decided  to  put  out  a  buy 
ommendation  on  Enserch.  Good 
ve  by  the  special  situations  analyst 
Vlbany,  N.Y.'s  First  Albany  Corp. 
ce  then  the  stock  has  moved  from 
%  to  a  recent  18V8,  a  26%  gain, 
fhe  catalyst  for  the  jump  is  David 
gler.  A  few  months  ago  Biegler, 

took  over  from  retiring  William 
Cord  as  chief  executive  officer  of 

Dallas- based  diversified  natural 
pipeline  and  utility  (also  in  oil  and 

exploration  and  production).  He 
ckly  shook  things  up.  Biegler 
hed  the  annual  dividend  from  80 
ts  to  just  20  cents.  He  is  also 
ing  $1.3  billion  (sales)  Ebasco  Ser- 
*s,  Enserch's  engineering  and  con- 
lction  business.  Meantime,  En- 
:h  has  gotten  a  big  boost  from 
ig  natural  gas  prices.  The  compa- 
^rojects  that  its  average  1993  sales 
:e  of  gas  will  be  $2.10  to  $2.15  per 
usand  cubic  feet,  about  a  30-cent 
>rovement  over  last  year. 
;einman  expects  Enserch  to  use  the 
ceeds  from  the  sale  of  Ebasco  to 

Enserch's  $935  million  in  long- 
n  debt.  In  about  a  year  he  also 
ks  for  Biegler  to  increase  the  divi- 
id  to  a  rate  closer  to  the  previous 
cent  level. 

;einman  estimates  that  Enserch 
earn  78  cents  a  share  this  year, 
>us  a  39-cent-per-share  loss  in 
>2.  He  expects  it  to  earn  93  cents  a 
re  in  1994.  Feinman  also  notes 
t  over  the  last  decade  Enserch 
:k  has  sold  for  anywhere  from  four 
ten  times  cash  flow.  It  currently 
ies  for  just  5.5  times  the  $3.28  a 
re  of  cash  flow  he  expects  the 
npany  to  generate  in  1994. 
>ottom  line:  Feinman  thinks  the 
;k  has  a  20%-plus  move  left,  to  22, 
r  the  next  12  months.  There  are 
2  million  shares  outstanding.  Mi 
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"Hi,  I'm  Ann. 
I  spent  last  year  in  France  as  an 
exchange  student  and  now  I 
can  speak  French  fluently.  Also 
I  am  part  of  a  French  family  for 
the  rest  of  my  life." 


Be  an  Exchange  Student\ox  either  a  school  year  or  a 
summer.  Experience  a  new  country  by  living  with  a 
local  Host  Family. 

The  Summer  Program  consists  of  five  weeks  in  ei- 
ther Sweden,  Norway,  Denmark,  Finland,  Germany, 
France,  Italy,  Spain  or  Australia.  Yourstay  can  include 
language  classes  in  French  or  Spanish ...  or  you  can 
choose  to  live  with  your  Host  Family  and  totally  enjoy 
the  charms  of  the  country. 

The  School  Year  Program  offers  an  opportunity  to 
stay  in  the  countries  of  your  choice,  listed  above,  plus 
Switzerland.  You  would  be  totally  involved  in  attending 
school,  learning  the  language,  enjoying  the  country 
and  building  lasting  friendships. 

Start  This  Adventure  Nowby  writing  for  our  detailed 
brochure.  You  must  be  15  to  18  years  old. 


American  Intercultural 
Student  Exchange , 

A  non-profit  tax  exempt  educational  Foundation 


American  Student  Division 
Dept.  F 
4619  Clay  Court  Lane 
Arlington,  Texas  76017 


CAIX  I  800  srou  NC 


1-800-888-9896 

Call 

FORBES  SUBSCRIBER 
SERVICE 

To  Change  Your  Address  Or 
Order  A  New  Subscription 
(Allow  4-6  weeks  for  Address  Change. 
Please  quote  subscriber  number  on  address 
label  of  magazine.) 

or ... 

mail  this  coupon 
with  current  address  label. 


Name . 


New  Address . 


City. 


State . 


Zip . 


JB9X41 


NEW  SUBSCRIPTION 

□  1  Year  (27  issues)  $54 
□  3  Years  (81  issues)  $108 
In  Canada,  1  year  $95  Can. 
International,  add  $71  to  U.S.  annual  rate. 

Forbes 

P.O.  Box  10048 
Des  Moines,  IA  50340-0048 


LET'S  DEPRIVE  HER  OF 
HER  INHERITANCE. 

Grandma  slowly  died  in  that  chair  as 
Huntington's  Disease  ravaged  her 
brain  and  body. 

HD  is  hereditary.  Daddy  could  need 
the  chair,  too.  The  waiting  to  know 
can  be  an  agony. 

And  HD  could  go  on  to  attack  her 
when  she  grows  up  - —  unless  we  find 
a  cure.  Please  help. 

Call  your  local  chapter  or  »8 
1-800-345-HDSA.  KVS 

HUNTINGTON'S  DISEASE  SOCIETY  OF  AMERICA 

140  West  22nd  Street,  New  York,  NY  10011 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELA> 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  fligh 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  tc 
Errol  Ryland,  Manager,  4L« 
Box  149,  Fort  Garland,  CO 
81133,  or  call  1  800  FORBES 
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he  more  things  change . . ." 
0  years  ago  in  Forbes 

IOM  THE  ISSUE  OF  JUNE  23,  1923) 


e-class  ships  like  the  "America"  set 
stage  for  mass  travel  to  Europe. 


l  further  decline  in  the  value  of  the 
rk,  to  90,000  to  the  dollar,  was 
ompanied  by  another  increase  in 
ermany'sj  cost  of  living.  The 
mkfurter  Zeitung's  monthly  index 
average  commodity  prices  as  of 
le  1  shows  the  average,  on  the  basis 
1  for  1914,  to  be  14,639,  as  corn- 
ed with  8,237  on  Mav  1  and  with 
on  June  1,  1922." 

)  years  ago 

OM  THE  ISSUE  OF  JUNE  15,  1933) 

oday  the  electric  light  and  power 
lustry  stands  all  but  submerged 
ier  a  tremendous  groundswell  of 
ilic  resentment.  From  all  sides 
in  wave  on  wave  of  attacks, 


accusations  and  criticisms,  far  ex- 
ceeding in  intensity  those  breaking 
against  any  other  industry.  Even  the 
bootlegger  and  the  racketeer  have 
had  to  face  no  greater  volume  of 
public  execration.'1 

"There  is  no  more  need  for  wasting 
your  money  and  mine  to  expand  pow- 
er facilities  at  Muscle  Shoals  than 
there  is  need  for  adding  a  fifth  wheel 
to  an  automobile.  There  isn't  one 
legislator  who  would  choose  to  invest 
his  own  money  in  developing  at  Mus- 
cle Shoals  a  power  plant  and  distribut- 
ing facilities  in  competition  with  ex- 
isting utility  companies.  But  since  the 
great  bulk  of  taxes  are  paid  by  eastern- 
ers, representatives  and  senators  from 
states  which  pay  relatively  meager  tax- 
es have  scant  regard  for  the  federal 
treasury." 

-B.C.  Forbes 

50  years  ago 

(From  the  issue  of  June  15, 1943) 
"U.S.  will  go  to  the  peace  table  with 
the  greatest  functioning  physical 
plant  in  the  world.  It  now  appears  that 
it  will  be  the  only  nation  that  has  not 
had  much  of  its  productive  capacity 
destroyed  by  war.  It  will  have  the 
biggest  navy  and  merchant  fleet,  larg- 
est air  force  and  aircraft  facilities,  a 
new  synthetic  rut>ber  industry,  world 
leadership  in  chemicals,  plastics  and 
such  lightweight  metals  as  magne- 
sium and  aluminum.  How  much  of 
this  supremacy  it  would  be  wise  to 
maintain  and  how  much  can  be  af- 
forded are  among  the  foremost  post- 
war considerations." 


i 
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The  mass  wish 
to  forget  the 
Depression 
spawned  a  series 
of  crazes — min- 
iature golf,  jigsaw 
puzzles,  roller 
skating.  At  left, 
skaters  on  the 
Mall  in  New  York's 
Central  Park. 


Postwar  planning  was  already  a  top 
agenda  item  by  mid-1943. 

25  years  ago 

(From  the  issue  of  June  15,  1968) 
"Bank  earnings  make  good  reading 
these  days.  In  the  first  quarter  of 
1968,  gains  of  10%  or  better  over  last 
year's  record  earnings  have  been  com- 
monplace. .  .  .  Banks  have  averaged 
over  a  7%  annual  rate  of  earnings 
growth  over  the  past  five  years." 

"It  happens  in  even'  bull  market.  All 
kinds  of  people  who  have  made  some 
money  in  the  market  suddenly  decide 
they  are  investment  managers,  and  it 
would  be  a  shame  if  their  talent  were 
confined  only  to  their  own  securities. 
So  they  want  to  start  mutual  funds." 

10  years  ago 

(From  the  issue  of  June  20, 1983) 
"One  part  of  the  nation's  economy 
should  recover  vigorously  this  sum- 
mer: the  tourist  business.  ...  A  sur- 
vey of  6,000  people  nationwide  .  .  . 
projects  a  12%  increase  in  summer 
vacation  travel  this  vear,  compared 
with  a  9%  decrease  in  1982  " 

"Beneficial  Standard  Corp.  is  a 

stodgy  insurance  company  with  fall- 
ing earnings  and  a  mediocre  return  on 
assets.  So  why  does  Mark  Boyar  put  it 
on  his  recommended  list?  .  .  .  One  of 
the  favorable  indicators  ...  is  that 
Beneficial's  founder  and  controlling 
stockholder  is  93."  Hi 
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Almost  every  time  I  leave 
New  York  and  visit  one  of 
our  smaller  cities,  one 
of  my  strongest  impressions 
is  that  those  who  live  in 
such  communities  enjoy  a 
more  tranquil  life  and  form 
closer  and  deeper  friend- 
ships than  those  of  us 
buried  among  the  millions 
of  strangers  who  crowd  our 
metropolitan  cities. 
Visits  to  such  places  nearly 
always  have  a  reassuring, 
inspiring  effect.  They 
cause  one  to  feel  that  this 
nation  is  solidly  built, 
that  friendliness  and 
neighborliness  still  abound, 
that  the  hearthstone  still 
means  much,  that  the  life 
lived  by  the  great  body  of 
the  American  people  is  sane, 
sensible,  rational. 

-B.C.  Forbes 


A  Text... 

Beloved,  let  us  love 
one  another:  for  love 
is  of  God;  and  everyone 
that  loveth  is  born  of 
God,  and  knoweth  God. 
He  that  loveth  not 
knoweth  not  God;  for 
God  is  love. 
-I  JOHN  4:7-8 


Every  politician,  when  he 
leaves  office,  ought  to  go 
straight  to  jail  and  serve 
his  time. 

-American  folk  saying 

I  know  now  why  confusion  in 
government  is  not  only 
tolerated  but  encouraged. 
I  have  learned.  A  confused 
people  can  make  no  clear 
demands. 
-John  Steinbeck 

Men  and  women  should  live 
next  door  and  visit  each 
other  once  in  a  while. 

-Katharine  Hepburn 

It  is  one  of  the  most 
beautiful  compensations 
of  this  life  that  no  man 
can  sincerely  try  to 
help  another  without 
helping  himself. 
-Ralph  Waldo  Emerson 


Sentin  byGarrettS.  Lafferty Jr., 
New  Berlin,  Wis.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


Reduce  the  deficit? 

I  wish  we  would. 
I  doubt  we  really  will: 

It  hurts  too  good. 

-Art  Buck 

The  chessboard  is  the  world; 
the  pieces  are  the  phenomena 
of  the  universe;  the  rules 
of  the  game  are  what  we  call 
laws  of  nature. 
-Thomas  Huxley 

Don't  worry  about  losing 
weight;  you'll  find  it 
exactly  where  you  lost  it. 

-Robert  Half 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $59.50  ($23.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $23.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  IA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


His  words  span  rivers  and 
mountains,  but  his  thoughts 
are  still  only  six  inches  long. 
-E.B.  White 

Your  manuscript  is  both  good 
and  original,  but  the  part 
that  is  good  is  not  original, 
and  the  part  that  is  original 
is  not  good. 
-Samuel  Johnson 

Discipline  without  freedom 
is  tyranny.  Freedom  without 
discipline  is  chaos. 

— CULLEN  HlGHTOWER 

When  you  counsel  someone, 
you  should  appear  to  be 
reminding  him  of  something 
he  had  f  orgotten,  not  of  the 
light  he  was  unable  to  see. 
-Baltasar  Gracian 

The  power  of  an  idea  can  be 
measured  by  the  degree  of 
resistance  it  attracts. 

-David  Yoho 

Walter  Scott  has  no  business  to 
write  novels,  especially  good 
ones.  He  has  fame  and  profit 
enough  as  a  poet,  and  should 
not  be  taking  the  bread  out 
of  other  people's  mouths. 
-Jane  Austen 

The  power  of  accurate 
observation  is  commonly 
called  cynicism  by  those 
who  have  not  got  it. 

-George  Bernard  Shaw 

Men  and  women  are  two  locked 
caskets,  of  which  each  contains 
the  key  to  the  other. 

-Isak  Dinesen 

What  is  the  use  of  acquiring 
one's  heart's  desire  if  one 
cannot  handle  and  gloat  over 
it,  show  it  to  one's  friends 
and  gather  an  anthology  of 
envy  and  admiration? 
-Dorothy  Sayers 
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If  you're  convinced 
money  cant  buy  happiness. . . 
consider  leasing  it. 


Leasing  a  Buick  Park  Avenue 
can  be  a  happy  alternative  to 
buying.  Leasing 
conserves  your 
capital  and  reduces 


Enjoy  all  the  quality,  safety  and 
luxury  of  the  stylish  Park 

Avenue  without  the 

Park  Avenue:  $389/mo.* 


30  mos.,  $2, 125  down 


your  up-front  expenses.  And  the 
attractive  monthly  payments 
available  right  now  make  this 
Park  Avenue  as  comfortable 
to  lease  as  it  is  to  drive. 


burden  of  high 
monthly  payments. 
For  information  about  the  Buick 
Park  Avenue,  call  1-800-4A-BUICK. 
For  information  on  a  Park  Avenue 
Luxury  Lease,  see  your  Buick 
dealer  today. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


GM 


SMARTLEASE 


Buckle  up,  America!  ©  1993  GM  Corp.  All  rights  reserved  Park  Avenue  is  a  registered  trademark  ol  GM  Corp. 
•Total  amount  due  at  lease  signing  of  $2,939  includes  $425  refundable  security  deposit  Tax,  license,  title  fees  and  insurance  extra.  You  must  take  retail  delivery  out  of  dealer  stock 
by  June  30,  1993.  GMAC  must  approve  lease.  Example  based  on  '93  Park  Avenue  with  SD  package  with  an  MSRP  of  $28,576,  including  destination  charge.  Total  of  30  monthly 
payments  is  $11,656  20  Option  to  purchase  at  lease  end  for  $16,345.  Mileage  charge  of  15  cents  per  mile  over  30,000  miles.  Lessee  pays  for  excessive  wear  and  use  See  your 
participating  dealer  for  qualification  details  Manufacturer's  rebate  not  available  under  this  program.  Payments  may  be  slightly  higher  in  Calif  ,  N  Y,  Va.,  Tex.,  Ala  and  Ark 


Our  trash-to-energy  plants  are  now  producing  5  billion  kilowatt  hours  of  e 
tricity  a  year.  Enough  to  run  a  city  like  San  Francisco.  With  less  risk  of  acid  rai 


o  we  nave 


iment? 


bu 


smess 


rlobal  warming  than  burning  coal 
)il.  In  fact,  without  even  smoke. 


▲  Wheelabrator  Technologies  Inc. 

A  WMX  Technologies  Company 

6  wi»  MX  Rdiriologin;  Inc. 
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The  world's  richest  busi- 
nessman: rules  $22.5  billion 
of  hotels,  resorts,  a 
railroad  and  a  pro 
baseball  team. 
88 


"There's  a  world  of  difference  be- 
tween selling  food  in  a  restaurant 
and  selling  it  through  shops." 
■H  112 


This  man  will  give  his  old 
company  $1  million  to 
change  its  name.  "I've 
been  tremendously 
disappointed." 
■MB  40 


ON  THE  COVER 


MANAGEMENT/ CORPORATE  STRATEGIES 


66 


The  World's  Wealthiest  People 

Edited  by  Harold  Seneker 

This  year's  list  of  the  world's  richest 
people  outside  the  U.S.  includes  24 
new  billionaires,  making  a  total  of 
203.  Their  collective  influence  on  the 
global  economy  continues  to  grow. 
An  index  appears  on  page  70. 

Steeple  Envy  46 

By  Michael  Novak 

It  is  not  the  faith  of  the  American 
people  that  is  in  crisis.  It  is  faith  in  the 
nanny  state. 

Staying  Healthy: 

The  Big  Choice  122 

By  Katarzyna  Wandycz 

Should  men  avail  themselves  of  a  new, 
easy-to-administer  test  for  prostate 
cancer?  The  answer  to  that  question  is 
surprisingly  controversial. 

Carpet  Ride  125 

By  Christie  Brown 

There  are  plenty  of  ways  to  get 
skinned  Inn  ing  Oriental  rugs. 

Time  To  Switch  To  Tangibles?  139 

By  R.S.  Salomon  Jr. 

Long-term  trends  continue  to  favor 
financial  assets.  But  real  estate  should 
improve,  too,  in  coming  years. 


40 


Fuqua  Industries 

By  Subrata  N.  Chakravarty 

When  he  sold  his  stock  four  years  ago, 
J.B.  Fuqua  left  nothing  behind  but  his 
name.  Now  he  wants  that  back. 

Sanyo  Versus  Sharp  42 

By  Gale  Eisenstodt 

Alike  in  size  and  in  origin,  with  partly 
overlapping  product  lines,  these  Japa- 
nese companies  are  worlds  apart  in 
corporate  strategy. 

Consol  Coal  43 

By  Marcia  Berss 

Struggling  to  arrest  its  declining  in- 
fluence, the  United  Mine  Workers 
union  wants  to  bring  this  company 
to  heel. 

Equitable  Of  Iowa  45 

By  Suzanne  Oliver 

Here's  one  of  the  country's  fastest- 
growing  life  insurers.  Skip  the  annu- 
ities, buy  the  stock. 

National  Health  Laboratories  52 

By  Zina  Moukheiber 

Why  did  Ronald  Perelman  bring  in  an 
investment  banker  to  run  this  medical 
testing  company? 


've  been  spending  all  of  my  career 
dealing  with  companies  that  had  to  de< 
with  change  and  opportunities." 
■Bi  52 


Up  &  Comers: 
ABRY  Communications 

By  Sharon  Moshavi 
A  few  years  ago  most  people  looked 
independent  television  stations  ai 
saw  only  doom  and  gloom.  Roy 
Yudkoff  and  Andrew  Banks  ss 
something  else. 

Up  &  Comers: 
Craftmade  International 

By  R.  Lee  Sullivan 

What  does  a  sales  rep  do  when  I 
distributor  cuts  him  off?  Jimmy  Ri 
ings  became  his  own  distributor. 
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Buying  an  Oriental  rug?  Here  are 
some  tips  to  help  you  figure  out 
whether  you're  being  ripped  off. 

125 


'omen  speak  more 
ely  with  their  doctors, 
ile  men  are  pretty  macho 
t  that's  starting 
change." 
H  122 


"There's  noth- 
ing anyone  can 
do  to  reduce 
health  care  as 
a  percentage 
of  GNP." 


ONEY  &  INVESTING 


iage  135 

Christopher  Palmeri 

you  believe  medical  stocks  will 
me  back,  Vanguard  Specialized 
;alth  Care  Portfolio  is  a  good  way  to 
y  them.  Here's  its  strategy. 

te  Forbes  Index  38 
ie  Forbes/Barm 

ill  Street  Review  133 

tiat  The  Analysts  Think  134 

reetwalker  144 

orgia-Pacific;  Tambrands;  Navi- 
r  International;  I.W.  (Tubby) 
rnham;  Fourth  Financial  Corp. 
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44 


ith  Shelters  For  Some  . . . 

.aura  Saunders 

latever  tax  bill  comes  out  of  Con- 
;ss,  you  can  be  sure  of  one  thing: 
ie  real  estate  folks  are  going  to  reap 
lice  return  on  their  PAC  money. 


irry's  Pasta  112 

3eter  Fuhrman 

takes  more  than  a  high-profile 
me  to  sell  gourmet  pasta.  Just  ask 
irry  (Harry's  Bar)  Cipriani. 


COMPUTERS/COMMUNICATIONS 


You're  Playing  My  Song  1 14 

By  Jeffrey  Young 

Can  you  teach  a  computer  to  recog- 
nize a  hit  song?  Or  an  advertising 
jingle?  Yep,  and  Robert  Uhlmann  has 
built  a  successful  business  on  that 
skill.  Also:  Commentary  by  Richard 
A.  Shaffer. 


SCIENCE  &  TECHNOLOGY 


120 


McLuhan  Was  Wrong 

By  Peter  Huber 

Automatic  voice  dictation  machines 
and  other  advances  will  soon  cut  the 
message  loose  from  the  medium. 


PERSONAL  AFFAIRS 


South  America's  Best  Bargain?  128 

By  Joel  Millman 

I  recently  got  stuck  over  a  weekend  in 
an  unfamiliar  part  of  southern  Brazil. 
Talk  about  good  luck! 
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iSPONSIBlY  Off  ROAD  PlfASf  BUCKIE  UP  FOR  SECURITY  ©  1093  iAND  ROVER  NORTH  AMEBIC  A  INC  'VEHIClf  SHOWN  IS  PRICED  AI  HI  200  MANUFACTURER'S  SUGGESTED  REIAII  PRICE  PRICE  DOES  NOT  INCIUDE  TAX  TITIE  OR  DESTINATION  CHARi 


No  one  has  ever  had  a  Range  Rover  this  long. 


lere's  no  need  for  a  garage  sale. 
It's  simply  that,  with  a  108"  wheel- 
se,  the  1993  Range  Rover  County 
VB  is  eight  inches  longer  than  any 
nge  Rover  we've  ever  huilt. 
These  extra  inches  provide  abun- 
nt  legroom  for  rear  seat  passengers, 
ough  for  several  basketball  players, 
anyone  you  know  who  happens  to 
ar  a  size  22  shoe. 

Beneath  this  roomier  interior  is  our 


new  electronic  air  suspension  system 
designed  to  assure  the  smoothest  ride 
possible.  The  system  even  has  five 
height  settings,  and  can  be  adjusted  to 


RANGE  ROVER 


suit  a  variety  of  road  conditions. 

Including  the  conditions  of  no  road. 

The  County  LWB  also  features  a 
bigger  engine,  electronic  traction  con- 
trol, and  over  75  other  improvements. 
So  why  not  call  1-800-FINE  4 WD  for  a 
dealer  near  you? 

Even  at  around  849,000*,  it's  well 
worth  the  price. 

Because  of  all  the  Range  Rovers  ever 
designed,  this  one  clearly  stands  out. 
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Global  Utilities: 
A  Powerful  Industry 


All  over  the  world,  many  underdeveloped 
countries  are  making  strides  as  they  move 
toward  free  market  economies.  As  a  country's 
standard  of  living  rises  so  does  its  demand  for 
electricity,  water,  and  telephone  service. 

What  does  this  suggest  for  the  global  utilities 
market?  The  potential  for  capital  growth. 

What  does  this  suggest  to  you  as  an  investor? 
You  can  position  yourself  to  participate  in  this 
growth  potential  by  investing  in  the  Franklin 
Global  Utilities  Fund. 

tThere  are  special  risk  considerations  associated  with  global  investing. 


The  fund  aims  for  capital  growth  and  current 
income  by  investing  in  the  securities  of  utility 
companies,  primarily  located  in  countries  with 
expanding  populations  and  fast-growing 
economies.* 


Call  your  investment  advisor  or  Franklin  today 
for  more  information. 

1 -800-342-FUND 
EXT  1588 


Franklin/Templeton  Distributors,  Inc.,  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 

Yes!  I  would  like  a  free  prospectus  containing  more  com-  Name  

plete  information  on  the  Franklin  Global  Utilities 
Fund,  including  charges  and  expenses.  I  will  read  it 
carefully  before  I  invest  or  send  money. 


Address 


I  am  currently  a  Franklin  shareholder. 


City/State/Zip 


FOB93 
1588 


MEMBER   $95   BILLION   FRANKLIN/TEMPLETON  GROUP 
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From  left:  Gaiarza,  Weinberg, 
Munk,  Schuman,  Mao 


The  billionaires 

Unlike  corporate  execu- 
tives, the  rich  are  under  no 
obligation  to  tell  us  how 
much  they  earn,  let  alone 
how  much  they  may  be 
worth.  Therefore  it  takes 
detective  work  to  compile 
our  annual  listings  of  the 
world's  billionaires.  Pablo 
Gaiarza,  who  worked  on 
this  year's  list,  explains: 
"Drug  baron  Pablo  Esco- 
bar was  our  slipperiest  bil- 
lionaire, since  most  of  his 
wealth  is  under  aliases.  But 
we  got  good  estimates  of 
world  cocaine  trade  from 

government  data,  then  assigned  to  Escobar  a  percentage  of  tl 
traffic.  We  did  some  reporting  on  probable  profitability  and  came  i 
with  a  net  worth  figure  for  Escobar." 

Our  billionaires  team  this  year  consisted  of  Harry  Seneker,  Jc 
Millman,  Philippe  Mao,  Nina  Munk,  Michael  Schuman,  Neil  Wei 
berg,  Naomi  Prall,  Clarita  Jones,  Cynthia  Crystal,  Linda  Stinson  an 
Velma  Van  Voris,  plus  the  staff  of  our  sister  publication  in  German 
Forbes  von  Burda.  Schuman  and  Munk  alone  devoted  six  monfl 
daily  calling  around  the  planet  to  shipping  analysts  in  Noma 
environmentalists  in  Chile,  celebrity  columnists  in  Spain.  Mao  pria 
the  repartee  he  swapped  with  Freddy  Heineken.  When  the  Forh 
reporter  said  he  was  a  consumer  of  Heineken,  the  billionaire  Dutl 
brewer  responded:  "Good,  I'll  tell  you  all  to  get  the  record  straight 
Allowing  for  some  rounding  out  and  some  shrewd  guesses,  we  thi 
that  we  definitely  have  the  record  straight.  Starts  on  page  66. 

Gold.9  Stocks.9  Diamonds.9  Farmland.9 

With  inflationary  fears  having  raised  their  heads  again,  investfl 
will  want  to  ponder  Bob  Salomon's  column, "The  big  picture 
which  deals  with  asset  allocation.  For  18  years  the  Salomon  Broth* 
executive  and  his  staff  have  tracked  a  dozen  assets  against 
Consumer  Price  Index.  It  all  started,  he  says,  in  1977.  "I  gavi 
speech  in  San  Francisco  about  how  cheap  stocks  were — the  Djl 
around  900.  A  listener  got  up  and  said:  I  hear  you,  but  how  coi 
everything  I  own  is  up  except  for  my  stocks?'  Of  course,  he  was  rig: 
When  inflationary  expectations  are  high — as  they  w  ere  then — ha 
assets  outperform  financial  assets,  gold  and  farmland  do  well,  sto« 
and  bonds  do  poorly.  So  I  started  tracking  relative  asset  performan 
The  prices  prevailing  in  the  late  1970s  reflected  unreasonably  hi) 
inflationary  expectations,  and  we  felt  that  once  those  expectatic 
changed,  stocks  and  bonds  would  gain  in  popularity  over  hard  asse 
Stocks  were  a  bargain."  A  good  call.  By  the  late  1970s  the  U.S. 
close  to  the  threshold  of  the  greatest  bull  market  in  history. 

What  has  he  learned  from  studying  relative  prices?  "What  matt 
for  asset  allocation  are  changes  in  inflationary  expectations,  becai 
these  quickly  get  built  into  relative  prices."  With  gold  stirring  aga 
what  does  Salomon  see  as  the  best  bets  for  the  1990s?  See  page  1| 
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We  may  be  reaching  a  larger  audience  than 
e  think. 

Each  day,  as  microwaves  flash  across  the 
>smos,  Public  Television  is  tearing  down  the 
arriers  to  education  in  America.  By  offering 
I  people,  in  big  cities  and  small  towns  alike, 
arning  services  that  might  otherwise  be 
navailable  to  them. 

Opportunities  arranged  by  our  multi-state 
itellite  hookup,  which  is  tackling  the  problem 
F  teacher  shortages  by  transporting  data 
stead  of  faculty.  Supplying  understaffed  high 
:hools  with  live,  interactive  lessons  in  math, 
:ience  and  foreign  language.  (Including  Latin, 
yccKMM  and  B^|§.) 


Elsewhere,  in  places  like  Bangor,  Maine, 
instructors  are  having  vital  computer  con- 
versations with  colleagues  thousands  of  miles 
away.  Finding,  using  and  sharing  the  most 
up-to-the-minute  resources  available. 

And  through  a  catalog  of  telecourses,  the 
learning  continues  at  home  and  at  work.  Where 
every  year,  more  than  a  quarter  of  a  million 
adults  (many  with  family  responsibilities  and 
full-time  jobs)  earn  college  credit  at  their  own 
convenience. 

In  our  school, 
the  seating  capacity 
is  unlimited  and  the 
curriculum  is  stellar. 


PUBLIC  TELEVISION 

Keep  us  in  mind. 


Please  open  your 
textbooks  to  the  chapter 
on  Differential  Calculus. 


jUIHPi 


i  thought  this  was 
The  Frugal  Gourmet. 


IT'S  POURING  RAIN  AND  AN  ( 
THE  YELLOW  LINE.  QUICI 


'miliums 


m  ■ 


When  you're  driving  a  V8-powered  540i  and 
a  threatening  situation  confronts  you,  several 
systems  work  in  concert  to  help  you  steer  clear. 

First  the  engine.  With  higher  horsepower  and 
torque  than  virtually  all  of  its  competitors,  this  4.0 
liter  V8  gives  you  the  responsiveness  you  need  to 
get  out  of  harm's  way. 
Developed  for  our 
large  7-Series  cars, 
it's  a  super  power 
plant  that  moves 


the  5-Series  chassis  0-60  in  a  6.7  second  b 
Second  is  an  array  of  technologies  that  acti 
make  you  feel  at  One  with  the  car  and  the  envl 
ment.  Such  as  a  four-wheel  independent  su 
pension.  Engine-speed  sensitive  power  steei 
And  weight  distribution  that's  near  the  ideal  50 

balance,  for  s 
footed  cornerin 
Next  come  c 
50  active  and 
sive  safety  feati 


i  stealer  for  details  on  these  limited  warranties.  "Services  provided  by  Cross  Country  Motor  Club,  Inc.,  Boston,  Mass.  02155  except  in  California,  where  services  are  provided  by  Cri 


luding  automatic  front  seat  belt  tensioners, 
bag  technology,  even  a  design  that  already 
etsthe  1997  federal  side-impact  regulations. 
Of  course,  all  this  is  not  to  the  exclusion  of 
mfort.  Aboard  the  540i  you  can  treat  yourself 
he  finest  in  leather,  wood  and  audiophile 
(jnd.  There's  even  separate  air  conditioning 
you  and  your  passenger. 
Finally,  the  540i  comes  with  a  4-year/50,000- 
3  bumper-to-bumper  warranty*  24-hour  road- 
b  assistance,**  and  a  customer  care  program 


as  responsive  as  our  cars. 

Call  1-800-334-4BMW  to  arrange  a  test  drive 
of  the  new  540i,  530i  or  530i  Touring. 


THE  ULTIMATE  DRIVING  MACHINE. 


3r  Club  of  California.  Inc..  Boston.  Mass.  Benefits  may  vary  to  conform  with  the  laws  of  your  state.  ©  1993  BMW  of  North  America.  Inc.  The  BMW  trademark  and  logo  are  registered 
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No  regrets 


I  n  1 989  Ray  Shaw  retired  as  president 
of  Wall  Street  Journal  publisher  Dow 
Jones  &  Co.  Within  weeks  he  was  in 
touch  with  two  financially  strapped 
Kansas  City  real  estate  developers 
who  wanted  to  sell  their  interest  in 
American  City  Business  Journals,  Inc. 
Shaw  was  not  unfamiliar  with  Ameri- 
can C>ity:  Two  years  earlier  Dow  Jones 
had  passed  on  a  chance  to  buy  the 
publicly  traded  chain  of  weeklies  ded- 
icated to  covering  the  business  scene 
in  local  markets.  Teaming  up  with  an 
old  friend,  media  mogul  Edward  Gay- 
lord,  he  bought  30%  of  American  City 
for  about  $23  million — a  50%  premi- 
um on  the  market  price — and  took 
over  as  chairman  (Dec.  11,  1989). 

How  has  American  City  done  un- 
der Shaw?  Pretty  well.  Its  operating 
earnings  have  grown  an  average  of 


Ray  Shaw,  chair- 
man of  American  City 
Business  Journals 
"Great  growth 
possibilities" 
in  specialized 
sports 

publications. 


20%  annually  over  the  past  three 
years.  Revenues  hit  $71  million  last 
year,  up  from  $57  million  in  1989. 
About  10%  of  revenue  now  comes 
from  the  company's  national  sales 
group,  up  from  just  5%  in  1989. 
"Companies  [like  AT&T  and  Federal 
Express]  are  increasingly  targeting 
their  advertising  messages  to  specific 
markets  or  clusters  of  markets,1'  ex- 
plains Shaw. 

Since  Shaw  took  over,  American 
City's  Nasdaq-listed  stock  has 
climbed  by  about  26%,  to  a  recent 
19!/2 — not  bad,  compared  with  most 
newspaper  stocks.  Dow  Jones,  for 
example,  is  down  around  16%  since 
Shaw  left  the  company. 

So  far  this  year  American  City's 
revenues  are  ahead  12%.  That  ex- 
cludes gains  from  the  recently  ac- 
quired San  Jose  Business  Journal — 
giving  the  company  a  total  of  27 
business  weeklies — and  Winston  Cup 
Scene,  a  fast-growing  weekly  tabloid 
for  fans  of  Nascar  racing.  Shaw  says 
he  sees  "great  growth  possibilities" 
in  specialized  sports  publications. 


Does  Shaw,  59,  ever  pine  for  th 
executive  suite  at  Dow  Jones?  " 
wouldn't  trade  places  with  anybod 
right  now,"  he  beams.  "This  is  th 
kind  of  company  where  you  can  g< 
up  in  the  morning  and  have  an  idfl 
while  shaving,  and  by  noon  you  ca 
get  the  thing  going."  Quite  a  diffe 
ence  from  Dow  Jones  (Feb.  3,  1992, 

A  (copy)  cat  with  nine  live 

Forbes  was  wrong,  Advanced  Mien 
Devices  Chairman  Walter  Jeremji 
(Jerry)  Sanders  III  was  right  when  1 
said  of  his  company's  knockoff  < 
Intel  Corp.'s  hugely  profitable  8035 
computer  chip:  "It's  going  to  be 
fortune  maker"  (Oct.  28,  1991). 

And  so,  despite  Forbes'  skepi 
cism,  it  was.  Even  with  a  recent  sej 
back  in  its  six-year  legal  battle  wil 
Intel  over  the  right  to  produce  j 
clone,  AMD  is  selling  386s  at  a  rate  oi 
million  a  month.  Last  year  AM 
earned  $245  million  on  revenues 
$1.5  billion— up  70%  and  23%,  rj 
spectively — thanks  to  surging  3!) 
sales.  The  company's  stock  has  ma 
than  doubled  since  our  story  a 
peared,  to  a  recent  21  Vs. 

In  the  Intel/AMD  brawl  over  t 
rights  to  the  386  chip,  Intel  currefl 
has  the  upper  hand.  But  in  Ap 
Sanciers  got  some  good  news  frorr 
different  courtroom:  A  federal  jud 
ordered  a  new  trial  in  a  dispute  invol 
ing  AMD's  knockoff  of  the  successor 


AMD  Chairman  Jerry  Sanders 
Still  cloning  profits. 


the  386  chip  (the  486),  after  a  ji 
had  ruled  against  AMD.  (The  jud 
said  that  Intel  had  suppressed  criti 
documents  during  the  trial.)  A? 
hedge,  Sanders  is  producing  a  seed 
version  of  the  486  that,  while  bai 
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COMMANDER  114  B 

The  Finest  Four  Place  High  Performance  Single  Engine 

Aircraft  In  The  World 


PERFORMANCE  COMFORT 


SPEEDS 

MAXIMUM 

164  KTAS 

PERFORMANCE  CRUISE  (75%  POWER) 

160  KTAS 

RANGE 

LONG  RANGE  CRUISE 

725  NM 

WEIGHT 

STANDARD  USEFUL  LOAD 

1,216  LBS 

CLIMB 

INITIAL  S.L.  RATE  OF  CLIMB                   1,070  FT/  MIN 

® 

Commander 

AIRCRAFT  COMPANY 

FOR  MORE  INFORMATION  AND  A  TEST  FLIGHT  CONTACT: 
)MM ANDER  AIRCRAFT  COMPANY,  MARKETING  DEPARTMENT,  7200  NORTHWEST  63RD  STREET,  BETHANY  ,  OKLAHOMA  73008 

TELEPHONE:  (405)  495-8080  FACSIMILE:  (405)  495-8383 


Nestled  between  Georgetown  and  downtown. 


Distinctive  artwork  throughout. 


24  hr.  business  services. 


Call  1-800-233-1234  or  your  travel  planner. 


Residential  charm 
with  a  flair  for  business. 

A  private  retreat 
from  the  public  eye. 

Where  the  exceptional 
is  the  rule. 


PARK 


WASHINGTON,  D  C  « 


Small.  Select.  Inspired. 


CHICAGO  •  NEW  YORK  •  SAN  FRANCISCO  •  WASHINGTON,  D.C. 
BUENOS  AIRES  •  CANBERRA  •  LONDON  •  MADRID  •  SYDNEY  •  TOKYO  (1994) 


Hyatt  Hotel  and  Resorts  are  managed  or  operated  by  two  separate  groups  of  companies-Hyatt  Corp.  and  Hyatt  International  Corp.  ©  1993  Hyatt  Corp. 


The  difference  between 
enjoying  a  fine  dga 
and  savourir> 
one  is  Davidoi 


The  Davidoff  Connoisseur  Cigar  Sampler 
A  selection  of  five  sizes  and  shapes 
that  will  delight  those  who  look  forward 
to  the  experience  of  a  fine  cigar. 

Packaged  carefully  and  tastefully 
in  its  own  protective  case,  this 
sampler  makes  a  wonderful  gift. 

Come  in,  or  call.  Find  out  why 
the  difference  between  enjoying 
and  savouring  is  Davidoff. 


Shown  Davidoff  Cigor  Sampler 
as  described  S36  00  Price  differs 
slightly  outside  New  York  For 
catalogue  orders, 
call  1-800-328-4365  , 


DAVIDOFF  OF  GENEVA,  INC 

535  Madison  Avenue  at  54th  Street.  New  York 

212-751-9060  or  800-548-4623 

232  Via  Rodeo.  North  Rodeo  Drive.  Beverly  Hills 

310-278-8884  or  800-328-0039 

For  those  who  are  obsessed  with  quality. 


GENEVA.  ZURICH  LONDON.  AMSTERDAM.  BRUSSELS.  PARIS.  FRANKFURT.  KONG  KONG.  SINGAPORE.  BANGKOK. 
KUALA  LUMPUR,  TOKYO.  MONTREAL.  TORONTO.  NEW  YORK.  BEVERLY  HILLS 


on  the  same  circuitry  design  as  ti 
Intel  486,  uses  proprietary  intern 
software.  AMD  says  the  chip  will  ship  i 
early  July.  In  1994,  Sanders  says,  AM 
hopes  to  introduce  a  new  family  » 
chips  whose  design  will  be  complete 
different  from  that  of  Intel's  chips. 

Intel  General  Counsel  Thorn 
Dunlap  doesn't  underestimate  Sal 
ders.  "People  tell  me  that  lerry  Saj 
ders  is  like  a  cat  with  nine  lives,"  sa; 
Dunlap.  "He  just  keeps  getting  pa 
these  obstacles."  -Julie  Pi  t 

Viewers  needed 

Three  years  ago  Forbes  noted  th 
blacks  accounted  for  a  growing  sha 
of  the  prime -time  television  audien 
and  were  important  consumers  of  ce 
tain  products.  So  why,  we  aske 
weren't  more  network  programs  ol 
ented  toward  black  audiences?  Aft 
all,  NBC's  A  Different  World  had  b 
come  a  hit  thanks  largely  to  its  pop 
larity  among  blacks  (May  28,  1990, 
The  networks  apparently  agret 
with  our  analysis.  In  the  1989- 


Will  Smith, 
the  Fresh  Prince 
Not  too  trendy 
for  prime  time. 


season,  the  nets  aired  four  hours 
week  of  prime-time  shows  featuri 
predominantly  black  casts.  Last 
son  there  were  11  such  prime-tir 
shows,  accounting  for  5V2  hours.  T 
coming  season  will  see  13  sho\ 
running  6V2  hours. 

But  putting  the  shows  on  the 
doesn't  mean  they  stay  on.  Many 
last  season's  new  programs,  gear 
toward  younger  audiences,  bomb 
and  were  canceled.  Why?  Several 
the  new  shows  were  so  trendy  tl 
many  older  viewers  tuned  out.  T 
was  a  problem  for  NBC  in  particul 
Of  the  five  black-casted  shows  it  aii 
last  season,  only  one,  The  Fresh  Prii 
of  Bel  Air,  will  return.  This  fall  N 
will  offer  no  new  black-casted  pi 
grams.  -Sharon  Moshavi  I 

Forbes  ■  July  5,  19 


If  You  Knew  All  Of  New  York  You'd  Know 
You  Could  Have  It  All  In  New  York. 


Manhattan 
It's  great... 


To  many  people,  New  York  City 
means  Manhattan. 
Well,  Manhattan's  great. 
But  there's  a  lot  more  to 
New  York. 

If  you're  thinking  of  starting. 
'  expanding  or  relocating  a 
business,  there's  Brooklyn,  a 
borough  with  a  population 
large  enough  to  be  the  fourth  largest  city  in 
the  U.S.A. 

If  you  were  to  locate  your  business  here,  one 
of  the  Brooklyn  Navy 
Yard's  many  buildings,  or / 
its  duty-free  trade 
zone,  could  work 
for  you 

Maybe  you  could 
take  advantage  of 
the  $2.5  billion 
transformation  of 
Brooklyn's 

Brooklyn  Experiencing  downtown  / 
a  renaissance  . 

business  district 
and  its  accessibility  to  Manhattan. 
All  in  all,  Brooklyn,  with  its 
abundance  of  possibilities  for  low- 
cost  commercial  and  industrial 
development,  would  give  your 
business  a  wonderful  base. 

Queens  An 

T1  ,  ~  international  crossroads. 

men  there  s  Queens. 
You  might  consider  it  an  international  crossroads. 
With  LaGuardia  and  JFK  International  airports 
within  its  borders,  Queens  is  the  regional  hub  of  air 
travel  and  air  freight. 
But  that's  net  all. 

Nearly  every  ethnic  group  is  represented  in  this 
borough,  giving  Queens  a  diversely  skilled  work  force. 
All  this  has  added  up  to  success  for  the  more  than 
2,500  manufacturers  and  the  same  number  of 
wholesalers  already  in  Queens. 
Why  not  join  them? 

<J*  Consider  the  Bronx. 
With  more  than  1.000 
manufacturing  companies 
and  the  $100  million  Bathgate 
Industrial  Park,  it's  certainly  a 
borough  of  opportunity. 
The  Hunt's  Point  Market 
(the  largest  food  distribution 
center  in  the  nation),  the 
borough's  spacious  new 
industrial  and  retail  facilities  and  its  reasonably  priced 
land  all  make  the  Bronx  a  real  find. 


There's  a  place  with  lots  of  wide  open  space  in  New 
York  City.  It's  Staten  Island.  It  has  6.000  acres  of  land 
still  available  for  commercial,  residential  or  mixed-use 
development.  And  easy  links 
to  New  Jersey,  Brooklyn 
and  Manhattan.  But  that's  „ 
not  all.  There's  the  world's  \$ 
first  Teleport,  a  100-acre 
office  park  with  advanced 
worldwide  satellite 
/  £>^>-  communications  and 


a  fiber  optics  cable 
network. 


Staten  Island  Plenty  of 
space  right  in  NYC 


There's  also 
Westchester  County,  on 

the  border  of  New  York  City  With  its  suburban 
ifestyle,  a  rolling  countryside  sporting 
dozens  of  office  parks  and  corporate 
headquarters,  a  well-developed 
economy,  six  major  cities  and  rail 
lines  and  highways  connecting  to 
New  York  City,  Westchester 
fulfills  the  needs  of  many  businesses. 
And  Westchester  has  no  corporate 
or  unincorporated  business  taxes  and  even 
has  an  airport  all  its  own. 

Con  Edison 
is  working  for 
the  economic 
development  of 
this  area.  For 
qualifying  busi- 
nesses, we  offer 
reduced  rates.  And 
we  pay  rebates  for 
installing  energy-efficient 
equipment.  We  can  also 

tell  you  about  the  many  forms  of  assistance  available 
from  state  and  local  governments.  If  you  are  thinking 
of  starting,  expanding  or  relocating  a  business  in  New 
York  City  or  Westchester  County,  call  Con  Edison  at 
(212)  460-4000  or  mail  in  this  coupon,  and  we'll  help 
you  find  a  home  for  your  business  once  and  for  all. 


s 


Westchester  County 
A  suburban  lifestyle  and 
a  well-developed  economy. 


The  Bronx.  Borough 
of  opportunity 


...Con 
Edison 


Mail  this  coupon  to 

CON  EDISON  ECONOMIC  DEVELOPMENT 
PO.  BOX  900.  NEW  YORK.  NY  10003 

Please  send  me  a  free  Economic  Development  booklet. 

(please  print) 
NAME  


COMPANY  NAME. 

ADDRESS  

CITY  

STATE  


.ZIPCODE. 


PHON^ 
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Billionaire's  advice 

British  BILLIONAIRE  Richard  Bran 
son  (sec  p.  99)  was  in  Chicago  recently 
to  promote  his  Virgin  Group  Ltd.'s 
videogame  division.  Branson,  42  and 
a  publicity  stuntman  par  excellence, 
appeared  in  a  turban  and  cape  to 
introduce  .1  videogame  version  of  the 
animated  feature  film  Aladdin.  (Vir- 
gin helped  design  the  game  along 
with  Walt  Disney  Co.,  the  movie's 
producer.)  Then,  referring  to  his  Vir 
gin  Atlantic  Airways  and  its  snuggle 
against  stiff  competition  from  giant 
British  Airways,  Branson  deadpanned: 
"People  always  ask  me  how  you  gel  to 
be  a  millionaire  in  this  business.  I  tell 
them  it\  easy.  Start  out  as  a  billion- 
aire. Then  you  go  into  the  airline 
business."    -CHRISTOPHER  Pai.meri 

Hot  Socks  market 

1 111  U.S.  DIVISION  of  Kaneko  Ltd.,  a 
Japanese  videogame  maker,  is  devel- 
oping a  game  about  the  adventures  of 
the  Clinton  family's  pet  cat,  Socks.  In 
the  game,  Socks  must  first  thwart  a 
terrorist  who  has  infiltrated  the  White 
House.  Then  Socks  gets  to  work  his 
way  to  the  Oval  Office,  where  he 
makes  the  cat-allergic  President 
sneeze.  Along  the  way,  Socks  encoun- 
ters a  Ross  Perot  character  and  an  Al 
Gore  look  alike  who  sits  in  an  office 
and  does  nothing. 

Who  gets  royalties  from  the  game's 
sales?  Not  the  Clintons.  Shortly  after 
lasi  November's  election,  Washing- 
ton, D.C.  lawyer  Robert  Piatt  and 


environmental  consultant  Jay  Wind 
rushed  out  and  trademarked  the 
phrase  Socks  the  Cat  as  well  as  a  Socks 
caricature.  Among  the  other  pr<  >ducts 
licensed  by  their  Presidential  Socks 
Partnership:  Socks  coffee  mugs  and 
cat  food.  -CP. 


Chop  suey 


Nor  EVEN  the  summer  doldrums,  it 
seems,  can  put  an  end  to  the  silly 
season  for  init  ial  public  offerings.  One- 
gem  that  recently  crossed  Informer's 
desk  is  a  $6  million  [PO  for  Master 
Glazier's  Karate  International,  Inc., 


/ 1,~> 

w  hich  operates  4  martial  arts  schools 
in  New  Jersey  and  Pennsylvania,  and 
hopes  to  open  18  more.  The  Eliza- 
beth, N.J. -based  outfit  is  run  by  Mark 
Glazier,  30,  who  has  black  belts  in 
karate  and  tae  kwon  do  and  claims  to 
have  started  teaching  martial  arts 
when  he  was  8.  This  year  he  will  pay 
himself  $260,000. 

The  offering  is  underwritten  by 
Stratton  Oakmont,  Inc.,  the  Lake 
Success,  N.Y.- based  boiler  room 
( FORBES,  June  7).  Master  Glazier's 
1.5  million  units — each  consisting  of 
one  common  share  and  two  war- 
rants— are  valued  at  $4  each.  That 
prices  the  entire  company  at  S18  mil- 


lion, or  24  times  1992  revenues.  Ma 
ter  Glazier's  has  racked  up  near 
$640,000  in  cumulative  losses  ov< 
the  past  few  years.  The  prospectil 
states  that  the  company's  audit* 
doubts  its  ability  to  continue  as 
going  concern.  But,  hey.  What's  a  h< 
market  without  froth? 

-Jason  Zwi  1 


Proxy  fight 


Institutional  Shareholder  Service 
Inc.  analyzes  the  proxy  filings  of  mo 
than  6,000  public  companies.  Whc 
large  institutional  investors  want  at 
vice  about  how  to  vote  on  sharehold 
matters,  they  often  turn  to  Washins 
ton,  D.C.- based  iss. 

Smart  managements  study 
guidelines  and  try  to  comply  wit 
them  in  such  matters  as  option  plan 
But,  with  the  manual  selling  n 
$12,000  a  copy,  a  lot  of  them  make  d 
with  old  issues.  So,  earlier  this  year  l 
reworked  its  criteria  and  gave  its  2G 
clients  a  600  page  manual  explainid 
the  new  guidelines.  That  caught 
number  of  companies  off  guair 
among  them  Avon  and  Honeywe 
Both  of  their  stock  option  plans  U 
1993  met  the  old  iss  guidelines,  bit 
not  the  new  ones.  Result:  iss  advise 
its  clients  to  vote  against  those  plan 

Sigurd  Ueland,  Honeywell's  co 
porate  secretary,  complains  that  : 
should  have  informed  his  company 
the  changes  well  in  advance.  Th< 
would  have  .  .  .  for  $12,000. 

-Randall  I  \s 


First  things  first 

In  September  1990  a  governmei 
worker  on  St.  Thomas,  in  the  U. 
Virgin  Islands,  discovered  a  l,20t 
year-old  Indian  village  and  bun 
ground  at  the  site  of  a  proposed  sho| 


LEFT: 

The  Socks  the  Cat 
videogame 
No  royalties  for 
the  Clintons. 

RIGHT: 

The  new  Kmart 
on  St.  Thomas 
Mailing 
the  past. 


IN 
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ng  mall.  But  a  suit  to  stop  construe - 
on  was  thrown  out  of  court,  and  an 
tempt  to  pass  a  law  protecting  island 
itiquities  never  even  made  it  to  a 
)te  in  the  territorial  legislature. 
Why  the  local  cold  shoulder  to  the 
land's  pre-Columbian  heritage?  Ex- 
:pt  for  a  Woolworth's,  St.  Thomas 
id  no  discount  shopping.  One  of  the 
all's  anchors  was  to  be  a  106,000- 
[uare-foot  Kmart  store,  the  retailer's 
•st  in  the  Virgins. 

The  Kmart  in  the  Tutu  Park  Mall 
?ened  in  early  June.  On  opening  day 
istomers  were  camped  out  in  the 
irking  lot,  and  several  hundred  resi- 
sts took  the  day  off  from  work  to 
)  shopping.  Tutu  Park's  developer 
is  promised  to  build  a  display  for 
ibal  artifacts  in  the  center  of  the 
all.  -CP. 


i  whom  do  we  trust? 

[hen  taxpayers  get  their  refunds 
is  year,  they'll  also  receive  a  pitch 
:>m  the  Treasury  Department  to  buy 
.S.  Bill  of  Rights  commemorative 
-ins.  Part  bf  the  money  raised  will  go 


of  Rights  commemorative  coins 
an  investment,  a  rip-off. 

\mm 

;  the  James  Madison  Memorial  Fel- 
vship  Foundation  trust  fund  to  en- 
arage  teaching  and  graduate  study 
'{the  Constitution  and  the  U.S. 
'{■Don't  rush  to  accept  the  Treasury 
ier  unless  you  are  purely  interested 
helping  a  good  cause.  These  five 
liar  gold  coins,  silver  dollars  and 
!|"er  half-dollars — available  individ- 
lly  or  in  sets — are  no  great  invest- 
ing says  Silver  &  Gold  Report.  The 
[Ivsletter  notes  that  the  half-dollar 
in  is  being  offered  for  $13.50,  but 
II  metal  value  is  only  $1.47.  The 
jlee-coin  proof  set  sells  for  $245  but 
[I  a  metal  value  of  just  $92.33. 
lltill  interested?  Silver  &  Gold  Re- 
mt  suggests  buying  in  the  aftermar- 
jj  at  maybe  half  those  prices.  H 
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Share    The  Experience 
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AsFinalPulloutI 
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If  you  like  the  Trib 

when  you're 
travelling,  why  not 
get  it  at  home? 

Now  the  International  Herald 
Tribune  offers  same  day 
delivery  in  many  U.S.  eities. 

For  your  daily  international 
briefing  -  with  features  on 
travel,  fashion,  global 
investing  ami  much,  much 
more,  call  us  toll  free: 

1-800-882-2884 


Outsource  your 


private  fleet 
personnel  with 
Vanguard. 


You'll  maintain  the  benefits 
of  direct  employment  and 
eliminate  the  headaches. 

When  you  lease  from  Vanguard, 
you  get  the  best  drivers,  Vanguard's 
36  years  of  corporate  transportation 
expertise,  and  more  time  to  devote 
to  your  core  business  activities.  We 
handle  all  of  the  administrative 
responsibilities. 

Call  Vanguard  for  detailed 
information  and  a  free  brochure. 
800-428-9225. 


READERS  SAY 


Fatal  limitation 

Sir:  Your  powerful  article  "'Are  uni- 
versities necessary?"  (Apr.  26)  de- 
scribes factors  that  fatally  limit  our 
universities1  ability  to  cope  in  the  real, 
modern  world.  Our  world  has  already 
been  radically  changed  by  college 
dropouts  Bill  Gates  and  Steve  Jobs. 
Slow- moving  schools  and  universities 
are  among  the  last  of  the  great  social- 
ist-styled corporations,  much  like 
IBM,  the  old  AT&T  and  eastern  Europe. 
We're  simply  not  teaching  how  to 
manage  change. 
-Glknn  Ralston 
Indianapolis,  hid. 

Losing  goodwill 

Sir:  Re  "Secondhand  chic"  (Apr. 
26).  Kindly  refrain  from  associating 
the  good  name  of  Goodwill  Indus- 
tries of  America  in  any  article  giving 
respectability  to  TV!  Inc.  The  real 
choice  is  whether  to  enrich  your  com- 
munity or  the  Ellisons. 
-David  M.  Cooney 
President  &  Chief  Executive  Officer 
Goodwill  Industries  of  America,  Inc. 
Hcthesda,  Md. 

Arabian  knight 

Sir:  The  area  of  Arabian  Shield's  mine 
lease  ("Crapshoot,"  May  24)  is  one  of 
the  best  mineral  areas  in  Saudi  Arabia, 
similar  in  geology,  structure,  and 
mineralization  to  the  great  mineral 
districts  of  Ganada,  Australia,  Scandi- 
navia and  South  Africa. 

The  private  sector  and  the  invest- 
ment banks  in  Saudi  Arabia  are  very 
liquid  and  looking  for  investment  op- 
portunities in  the  mineral  develop- 
ment in  the  country.  Moreover,  Saudi 
Arabia  has  the  most  stable  govern- 
ment in  the  Middle  East,  and  is  the 
most  friendly  to  the  U.S. 
-Hatem  El-Khalidi 
President 

Arabian  Shield  Development 
Jeddah,  Saudi  Arabia 

Heir  care 

Sir:  Under  President  Clinton's  pro- 
posed tax  plan,  about  45%  federal  and 
state  income  lax  w  ill  be  paid  on  with- 
drawals from  an  ira  or  pension  fund. 
This  is  in  addition  to  the  15%  excise 
tax  on  excess  accumulations  that  you 


mentioned  (Fact  &  Comment,  Apr. 
26).  If  the  person  should  die,  there  is, 
of  course,  a  60%  estate  tax  on  what  is 
left,  which  means  that  the  heirs  will 
probably  end  up  with  less  than  20 
cents  on  the  original  dollars. 

What  hurts  the  most  is  that  our 
President  has  been  telling  everybody 
that  the  wealthy  don't  pay  their  fair 
share  of  taxes! 
-Bernard  Richards 
Old  Westbury,  N.  T. 

No  laughing  matter 

Sir:  Re  "The  big  day"  (May  24). 
Let's  get  real  about  weddings.  Dad 
may  need  a  sense  of  humor,  but 
daughter  could  use  a  jolt  of  fiscal 
prudence. 
-Connie  Holt 
Fort  Myers,  Fla. 


mula  for  continued  mediocrity 
American  engineering.  Real  problen 
are  rarely  solved  by  the  blue-package 
software  from  Seattle.  They  are  solve 
by  the  creative  efforts  of  the  bed 
educated  engineers,  mathematicial 
and  computer  scientists. 

I'll  take  the  German  and  Japane 
youngsters  every  time. 
-David  Frankel 
West  lake  Village,  Calif. 

The  American  disease 

Sir:  I  have  a  hard  time  acceptii 
Forbes'  characterization  of  the  Swe> 
ish  way  as  a  "disease"  ("The  Swedi 
disease,"  May  24).  And  I  have  a  dit 
cult  time  ignoring  the  overwhelms 
personal  poverty  prevalent  in  mai 
U.S.  cities. 
-A.D.  Eliason 
Santa  Barbara,  Calif. 


Bidding  at  the  park 

Sir:  Re  "Deeply  flawed"  (June  7).  All 
of  the  Yosemite  competitors  attended 
pre-bid  meetings  at  the  park  nearly  a 
year  before  the  concessions  contract 
was  awarded.  Throughout  the  pre- 


Yosemite's  Camp  Curry 


bid  process,  all  of  the  competitors  had 

ample  opportunity  to  challenge  the 

Park  Service  process,  but  no  one  did. 

-Jeremy  M.  Jacobs 

Chairman  <&"  Chief  Executive  Officer 

Delaware  North  Cos.  Inc. 

Buffalo,  N.T. 

Solutions  or  software.5 

Sir:  Peter  Huber's  column  "The 
math  that  counts"  (June  7)  is  a  for- 


Man,  not  machine 

Sir:  The  main  issue  here  is  about  po 
management  decisions  ("When  m 
chines  screw  up,"  June  7).  Descri 
ing  the  overall  situation  as  a  machi 
screwup  is  as  logical  as  attributi 
Michael  Jordan's  success  to  the  bra: 
s  of  sneakers  he  wears. 
|  -Steve  Alter 

I  Professor  of  Information  Systems 
%  University  of  San  Francisco 
~  San  Francisco,  Calif. 

Health  care 
horror  stories 

Sir:  My  family  in  England  has  be 
telling  me  their  health  care  syst* 
horror  stories  for  a  decade  ( "C 
system  is  just  overwhelmed,"  h 
24).  Canadian  central  planners  ca| 
efficiently  allocate  resources,  eithe 
-Kevin  J.  Read  man 
Rockford,  III. 

The  new  capitalists 

Sir:  I  wonder  if  Forbes  understai 
that  there  is  a  whole  new  generaf 
of  capitalists  out  here  (many,  fom 
hippies)  who  don't  embrace  all 
tenets  of  conservatism  ("Clarei 
Thomas  vindicated,"  May  10).  H 
about  some  balance? 
-John  T.  Allen 
Red  Bluff  Calif 
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The  Capital  Of 
TheWor«IsIn23 
Different  Places. 

Every  one  of  those  places  has  one  thing  in  services.  We  're  23  diversified  businesses.  And  right 

nnmon.  An  uncommon  attitude  you  11  find  every-  now  one  of  them  has  the  specific  industry  knowledge 

here  opportunity  exists  and  human  potential  is  it  takes  to  meet  your  next  challenge, 
alized.  Wherever  a  creative  entrepreneurial  spirit  is         If  you're  looking  for  a  strong  financial  partner, 

live,  seeking  innovative  solutions  to  financial  wed  welcome  the  opportunity  to  put  the  capital  of 

vblems.  And  everywhere  around  the  world  where  the  world  to  work  for  you. 
E  Capital  is  helping  businesses  grow. 
Today  we're  more  than  a  leader  in  financial  GE  Capital 


Our  Business  Is  Helping  Yours 


THESE  DAYS,  EVEN  THE  MOST  POWERFUL 
LUXURY  STATEMENTS  ARE  BEING  MADE  MORE  QUIETD 


In  this  day  and  age,  an  environment  that  is  quiet,     that  the  1993  Acura  Legend  Sedan  LS  was  designed  to 
peaceful  and  free  of  distraction  is  indeed  a  luxury.  And  as  you  Thanks  to  sound-absorbing  materials  like  hone? 

might  expect,  it  is  precisely  this  kind  of  tranquil  environment     paneling,  the  Legend  insulates  you  from  the  noise  and 


1992  Acura  Division  of  American  Honda  Motor  Co.,  Inc.  Acura  and  Legend  are  registered  trademarks  of  Honda  Motor  Co..  Ltd.   Make  an  intelligent  decision.  Hnckle  up. 


-yday  driving.  While  supple  leather,  an  Automatic     which  goes  to  show  that  just  because  a  statement  is  made 
e  Control  System  and  burled  walnut  trim  make  the     quietly  doesn't  make  it  any  less  powerful.  Call  1-800-TO- 
cabin  as  comfortable  and  tasteful  as  it  is  serene.  All  of      ACURA  for  more  information.  PRECISION  CRAFTED  PERFORMANCE 


lUe  MilA  l^oii 

teW  of  a  life  Wtofe 
\He  toid  Me  wiotie  n  pi  i\a  oyie 


MiW) 


PARKER  DUOFOLD.     iE  FINEST  CRAFTED  WRITING  INSTRUMENTS  IN  THE  WORL1 


I  4>  PARKER  DUOFOLD 


Duofold  Mart>lcd  Blue  Centennial  fountain  Pen.  S325.  "LIFETIME  GUARANTEED*  Fbr  more  mformation  call  us  at  1-800-BEST  PEN. 

SAKS  FIFTl  I  AVENUE  •  MARSHALL  FIELD'S  •  BLOOMINGDALE'S 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 


y  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


PASSIVITY  BEGETS  NOT  PEACE  BUT  MORE  BLOODSHED 


OT  in  60  years  has  America  had  a  government  so 
t)lationist-inclined  as  the  Clinton  Administration.  We 
ill  someday  pay  a  fearful  price  in  blood  and  treasure  if  we 
>dicate  our  responsibilities. 

IT  the  U.S.  doesn't  take  the  lead  in  curbing  aggression  in 
arope  and  Asia,  in  stopping  nuclear  proliferation,  in 
omoting  open  trade  between  nations  and  in  fostering 
o-growth  economic  policies,  forces  hostile  to  our  values 
d  safety  will  sprout  like  weeds  in  an  untended  garden. 
Clinton  sees  foreign  policy  as  a  distraction 
Dm  his  agenda  of  social  reform.  That's  why 
chose  as  Secretary  of  State  a  figure  expert 
finding  superficially  plausible  excuses  for 
ishing  our  hands  of  the  rest  of  the  world. 
One  of  the  President's  top  State  Depart - 
;nt  appointees  had  this  to  say  about 
•ssible  U.S.  action  in  Bosnia  and  in  grap- 
ng  with  other  potential  crises:  "We  sim- 
/  don't  have  the  leverage.  We  don't  have 
b  influence.  We  don't  have  the  inclina- 
>n  to  use  military  force.  We  certainly 
•n't  have  the  money."  Congress  can  curb 
s  damage  Clinton  does  to  the  domestic  economy;  it 
|nnot  force  him  into  a  more  responsible  foreign  policy. 
[Two  world  wars  should  have  taught  us  the  price  of 
ilationism.  The  Cold  War  should  have  taught  us  that 
tnstancy  of  purpose  ultimately  pays  off. 
|The  success  of  Serbia's  aggression-cum-genocide  in 
Isnia  will  only  whet  the  appetites  of  extreme  nationalists 
Russia,  Ukraine  and  Central  Asia,  areas  bristling  with 
Iclear  weapons.  North  Korea,  as  it  develops  the  Bomb,  is 
Srning  that  it  need  not  fear  the  U.S.  Iran  will  quicken  its 
In  nuclear  program.  Saddam  Hussein  is  beginning  to 


Secretary  of  State  Christopher: 

Architect  of .  . .  nothing. 


conclude  he  can  resume  his  war  against  the  Kurds  without 
triggering  a  forceful  U.S.  counterresponse.  In  a  few  years 
he  may  try  to  grab  Kuwait  again,  knowing  that  military  cuts 
will  make  it  impossible  for  the  U.S.  to  mount  a  Gulf- war- 
like response.  It  won't  be  too  long  before  rogue  states  like 
Iran  will  be  able  to  send  missiles  to  the  U.S.  Yet  Clinton 
guts  plans  for  a  comprehensive  missile  defense  system. 

Nations  are  horrified  at  what  they  see  unfolding  in  our 
foreign  policy.  Asians  fear  their  region  might  eventually 
become  a  cockpit  of  contention  between  a 
fast-arming  China,  a  someday-resurgent 
Russia  and  a  potentially  nuclear-armed  Ja- 
pan. Europeans  are  appalled  by  our  han- 
dling of  Bosnia.  After  Clinton's  tough  talk, 
they  expected  us  to  follow  through.  De- 
spite misgivings,  the  British  were  prepared 
to  follow  our  lead.  They  were  stunned 
when  our  Secretary  of  State  signaled  that 
we  were  just  going  through  the  motions. 

This  anxiety  momentarily  galvanized  the 
U.S.  to  retaliate  against  a  murderous  So- 
mali warlord  and  to  send  a  handful  of 
peacekeepers  to  Macedonia.  But  dispatching  ground 
forces  will  inflame  isolationist  sentiment  if  casualites  oc- 
cur; there  are  too  few  troops  to  make  a  military  impact 
but  enough  to  provide  targets  for  troublemakers.  Arming 
the  Bosnians  and  missiling  the  Serbs  would  have  been, 
and  would  still  be,  infinitely  more  effective. 

Compare  our  current  foreign  policy  with  our  imaginative 
diplomacy  of  the  late  1940s,  which  nourished  trade,  stable 
money,  security  and  the  flow  of  information  to  communist 
Europe  via  radio  broadcasts .  America  doesn't  lack  strength . 
It  lacks  a  government  with  courage  and  imagination. 


BOGUS  DIAGNOSIS 


>NTTAKE  seriously  all  the  talk  about  Washington  grid- 
k.  Mr.  Clinton's  programs  are  having  a  tough  congres- 
nal  slog  because  most  Americans  are  opposed  to  them, 
unctioning  democracy  blocks  unpopular  proposals. 
President  Clinton  misinterpreted  his  election  victory, 
e  outcome  was  a  massive  repudiation  of  George 
sh's  leadership,  not  an  affirmation  of  what  Clinton 
»posed  after  he  took  office — lifestyle  issues  and  across- 
■  board  tax  increases.  George  Bush  came  up  short 
islatively  because  he  didn't  push  his  domestic  policies 


particularly  hard.  Ronald  Reagan,  by  contrast,  enacted 
major  reforms  even  though  his  party  never  controlled  the 
House  of  Representatives. 

The  notion  that  we  can't  function  well  politically  is 
recurrent.  Thirty  years  ago  James  MacGregor  Burns,  a 
political  science  professor,  published  a  much  discussed 
bestseller,  The  Deadlock  o  f  Democracy.  Burns  argued  that 
Southern  Democrats  dominated  Congress,  thereby  fi  ns 
trating  the  people's  will.  This,  only  24  months  before 
Lyndon  Johnson's  tidal  wave  of  legislation  dramatically 
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altered  the  social  landscape  of  the  country. 

Many  American  political  scientists  yearn  for  a  Europe- 
an parliamentary-style  system,  where  the  same  party  or 
patch  of  parties  simultaneously  controls  the  executive  and 
legislative    branches.    Party    discipline  is 
strong;  there  is  more  "accountability."  Our 
political  system  is  not  nearly  as  crisp,  effi- 
cient. Ross  Perot  sounded  this  theme  in  the 
last  presidential  campaign. 

The  U.S.  system  is  actually  more  flexible, 
more  responsive  than  that  of  any  other 
country.  In  Britain,  for  example,  one  of 
this  century's  most  unpopular  prime  minis- 
ters is  ramming  through  Parliament  a  trea 
ty  that  would  be  resoundingly  defeated  in  a 
referendum.  That  couldn't  happen  here. 
Europe  has  not  bred  a  demonstrably  bet- 
ter, more  enlightened,  more  farsighted,  less  insular,  less 
corrupt  crop  of  politicos  than  the  U.S.  has.  As  recent 
election  results  demonstrate,  the  continent's  political 
classes  can  be  as  out  of  touch  as  our  own.  But  here, 


voters  have  more  means  of  redress. 

Here,  anyone  can  break  into  politics.  Reagan  didn't 
enter  the  public  arena  until  his  early  50s;  Ross  Perot  was 
over  60.  In  most  other  countries  it  is  virtually  impossible 
for  an  outsider  to  succeed  in  politics. 

Do  congressional  incumbents  fortify 
themselves  through  misuse  of  the  frank  and 
other  gimmicks  that  make  it  hard  for  an 
opponent  to  mount  a  successful  challenger 
A  grass-roots  term  limits  movement  is 
spreading  like  wildfire.  America  virtually  in 
vented  widespread  use  of  initiatives  and  ref 
erendums.  When  party  bosses  became  too 
inward-looking,  the  U.S.  responded  with 
the  invention  of  the  primary. 

Genuine  gridlock  is  generated  when  rule1- 
promote  proliferation  of  and  give  inordinate 
power  to  minor  parties.  Example:  France's  Fourth  Re- 
public and  the  ill-fated  Weimar  Republic. 

Deadlock  is  not  this  country's  problem.  Poor  politica 
leadership  is. 


MAN  WHO'S  MAKING  A  BIG 

fin  pom  OFFK  E  murders  this  spring  have 
overshadowed  the  enormously  positive 
reforms  implemented  by  Postmaster  Gen- 
eral Marvin  Runyon. 

Without  fanfare,  Runyon  is  making  our 
postal  behemoth  more  manageable,  effi- 
cient and  humane.  Bloated  managerial 
ranks  have  been  sharply  reduced.  Cus 
tomer  service  is  improving.  Runyon  is  not 
only  reducing  costs  but  he  is  also  begin 
ning  to  change  monotonous,  treadmill 
like  work  practices. 


Manager  Marvin  Runyon: 

A  postal  Paul  Bunyan. 


DIFFERENCE 

Marvin  Runyon  is  no  turnaround  nov 
j.  ice.  He  previously  performed  manageria 
|  miracles  in  shaping  up  the  sluggish,  il 
!  focused  Tennessee  Valley  Authority.  Bu 
effective  reformers  always  run  the  risk  o 
making  enemies,  especially  where  politic 
is  involved.  Runyon  is  rumored  to  b< 
on   the  enemies  list  of  certain  Whi 
House    officials    because    of   toes  ht 
stepped     on     during     his  stint 
the  TVA.  His  removal  would  be  a  na 
tional  disservice. 


TELEGRAPHIC  LESSON:  DON'T  DEPEND  ON  UNCLE  SAM 


THOSE  WHO  [HINK  government  must  play  a  major  role  in 
developing  technology  should  consider  the  cautionary 
tale  of  Samuel  Morse,  inventor  of  the  telegraph.  In  the 
1 840s  Congress  had  appropriated  funds  to  construct  an 
experimental  telegraph  line  between  Washington  and 
Baltimore.  In  an  1844  letter  to  the  Treasury  Department 
(a  draft  is  in  the  FORBES  Magazine  Collection),  Morse 
pleads  for  funds  to  continue  his  experiments  and  to 
maintain  his  telegraph  line:  "The  telegraph  has  been 
constructed  at  a  great  expense  to  the  Govt,  and  I  would 
respectfully  ask  if  it  ought  to  be  left  without  having 
persons  provided  to  keep  it  in  order." 


Shortly  thereafter,  Morse  and  his  colleagues  sought  t< 
sell  their  rights  to  the  government,  feeling  this  wouli 
ensure  telegraphy's  development  for  the  public  gooci 
After  much  pleading,  Morse  ultimately  got  that  mainte 
nance  money,  but  Washington  rejected  his  rights  offe 
concluding  that  telegraphy  was  a  poor  investment.  S 
much  for  bureaucratic  foresight.  Morse  turned  to  th 
private  sector.  The  telegraph  flourished. 

Perhaps  those  officials  diei  us  a  favor.  Govcrnmei 
control  would  have  slowed,  if  not  smothered,  telegr; 
phy's  development.  Who  knows?  We  might  still  be  d 
pendent  on  carrier  pigeons. 


MONEY  BASICS 

Yes,  You  Can  . . .  Achieve  Financial  In- 
dependence— by  James.  E.  Stowers  ( Deer 
Publishing,  Inc.,  $29.95).  Comprehensive, 
simply  written,  how-to  money  book  by  one 
of  America's  ablest  mutual  fund  managers. 
Stowers  has  earned  his  investment  spurs  over 
a  lifetime.  His  advice  rings  true,  although  it 
is  amazing  how  often  we  overlook  the  Obvi- 
ous when  it  comes  to  investing.  In  jargonless 
prose  he  thoroughly  covers  the  financial  wa- 


YE 
YOU 

[CAN.. 

wAdikve  Financial 
;f  Independence 


IN  BASIC  LANGUAGE 

terfront.  The  book's  numerous  graphs  an 
tables  are  usefully  illustrative,  and  the  vo 
ume's  user-friendliness  is  enhanced  by  m 
merous  cartoon  drawings. 
Excerpt:  A  1900  dollar  invested  in  the  Era 
was  worth  $8,933.83  on  December  31,  199 
Adjusted  for  [inflation]  the  value  would 
$539.16,  539  times  greater  than  a  1900  di 
lar.  Time  erodes  the  value  of  a  dollar  b'm 
enhances  the  value  of  common  stocks.        I  j 
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Your  tomorrows  depend  on  the  future  of  your  long-term  investments.  That's  why  so  many  investors  have  trusted 
their  tomorrows  to  Kemper  Mutual  Funds.  They  can  count  on  Kemper  diligence  and  discipline  to  help  provide 
consistent  long-term  performance.  And  that's  what  you  need  to  start  building  the  tomorrows  you  dream  of  today. 

Call  your  financial  representative  for  information  including  a  prospectus  about  Kemper  Mutual  Funds,  or  call 
Kemper  at  1-800-KFS-8600  ext.  3. 


muTuaL  FURDS 


j 


We're  Building  Tomorrows  Today 


Before  you  invest  in  a  fund,  carefully  read  the  brochure  and  prospectus  containing  more  complete  mlormanon,  including  management  fees  and 
expenses.  Fund  performance  cannot  be  guaranteed  and  will  fluctuate. ' 1993  Kemper  Financial  Services,  Inc.    2 1 5670 


Health  care. 

We're  part  of  the  cure. 


More  than  2,000  years  ago,  Hippocrates  said,  "Health  is  the  greatest  of  human  blessings." 
And  yet  in  a  country  as  blessed  as  ours,  the  health  care  system  is  crying  out  for  a  cure. 
It  will  take  all  of  us  together  to  develop  that  cure.  As  an  inventor  and  manufacturer  of 
icines,  Pfizer  is  determined  to  do  its  part.  While  we  work  towards  more  effective  health  care- 
develop  new  pharmaceutical  cures— Pfizer  pledges: 

1)  To  voluntarily  hold  down  the  price  of  our  prescription  medicines  for  all  Americans. 
)n  many  of  our  medicines,  there  will  be  no  price  increase  this  year.  None  will  increase 
more  than  4V2%.  We  invite  the  American  people  and  the  U.S.  Government  to  take  a  close 
look  at  just  how  faithfully  we  keep  this  commitment. 

2)  To  work  toward  a  health  care  plan  that  provides  all  Americans  with 
coverage  for  prescription  medicines.  Some  people  fall  through  the  cracks 
of  the  current  system.  That's  why  we  favor  protection  for  everyone. 

3)  To  expand  our  program  that  provides  doctor-prescribed 
^     Pfizer  medicines  at  no  charge  to  those  who  lack  both  the  money 
and  insurance  for  prescription  medicines. 

Our  contributions  to  health  care  are  made  possible  by  our 
research  and  development,  which  generates  both  cures  and  jobs.  We 
favor  an  environment  that  fosters  continued  innovation— and  affordable 
pricing— from  one  of  America's  21st-century  industries. 
Strong  remedies  for  health  care.  At  Pfizer,  we're  part  of  the  cure. 


We're  part  of  the  cure. 


.   : '  i5fl  

Other  Comments 


Roots  of  Democracy 

So  what  if  I  don't  agree  with  the 
Democrats?  What's  to  disagree  with? 
They  believe  everything.  And  what 
they  don't  believe,  the  Republicans 
do.  Neither  of  them  stands  for  any- 
thing they  believe  in,  anyway. 

And   from   this,   we've   built  a 
great  nation. 
-P.J.  O'Rourke, 
Parliament  of  Whores 

No  More  Free  Rides 

Tin  appropriation  to  reimburse  the 
Postal  Service  for  the  free  and  re- 
duced postage  rates  granted  to  some 
customers  by  Congress  has  not  cov- 
ered costs.  The  total  revenue  shortfall 
for  the  last  three  years  is  more  than 
half  a  billion  dollars.  In  Fiscal  Year 
1994,  we  estimate  it  will  take  $531 
million  to  maintain  subsidized  rates 
at  current  levels.  This  brings  the  total 
bill  to  more  than  $1  billion  [and]  will 
impact  all  mailers  through  a  large 
general  rate  increase. 

If  funds  are  not  available  to  contin- 
ue current  subsidized  rates,  mailers 
who  use  them  should  pay  the  differ- 
ence through  rate  increases.  This  is 
the  way  Congress  wrote  the  law.  We 
don't  receive  tax  dollars  to  support 
our  operations  and  can't  afford  to 
subsidize  any  particular  group,  or  the 
Federal  Government,  by  continuing 


to  write  off  appropriations  IOUs. 
-Marvin  Runyon,  CEO  and  Post- 
master General,  U.S.  Postal  Service 


Perhaps  it  is  time  to  put  heads 
on  desks  and  give  the  class- 
room time  to  settle  down.  A 
moment  of  silence  might  give 
Mr.  Clinton  a  chance  to  com- 
mune with  the  fact  that  if  he  is 
going  to  be  principal  of  this 
rowdy  school,  he's  got  to  quit 
acting  like  a  substitute  teacher. 
-New  York  Times  editorial 


National  Disgrace 

A  report  by  the  Senate  Judiciary 
Committee  in  1982  says  illegal  Bu- 
reau of  Alcohol,  Tobacco  and  Fire- 
arms (BATF)  actions,  such  as  entrap- 
ment and  secret  lawmaking  via  un- 
published administrative  interpreta- 
tions of  gunlaws,  "amply  documented 
in  hearings  before  this  subcommittee, 
leave  little  doubt  that  the  Bureau  has 
disregarded  rights  guaranteed  by  the 
Constitution  and  laws  of  the  United 
States  .  .  .  that  approximately  75%  of 
BATF  gun  prosecutions  were  aimed 
at  ordinary  citizens." 

The  Treasury  Department  was  so 
embarrassed  by  the  documented 
abuses  that  it  drew  up  plans  to  abolish 


'Born  in  conservation,'  if  you  don't  mind.  'Captivity'  has  negative  connotations." 


the  agency.  However,  it  was  unable  t( 
do  so,  because  neither  the  Custom 
Bureau  nor  the  Secret  Service  would 
accept  the  transfer  of  the  discreditcc 
BATF  agents  into  their  organizations 
If  Bill  Clinton  wants  to  cut  th< 
budget,  he  can  begin  with  BATF. 
-Paul  Craig  Roberts, 
Washington  Times 

Where  the  Heart  Is 

Home  is  one's  birthplace,  ratified  b 
memory.  Home,  like  parentage,  mus 
be  legitimized  through  love;  other 
wise,  it  is  only  a  fact  of  geography  o 
biology.  Most  immigrants  to  Ameri 
ca  found  their  love  of  their  old  home 
betrayed.  Whether  Ireland  starvec 
them,  or  Nazi  Germany  persecutec 
them,  or  Vietnam  drove  them  int< 
the  sea,  they  did  not  really  abandoi 
their  countries;  their  countries  aban 
doned  them.  In  America,  they  foun< 
the  possibility  of  a  new  love,  tin 
chance  to  nurture  new  selves. 
-Henry  Grunwald, 
former  editor-in-chief,  Time 

Well  Said! 

Bureaucracy  is  a  giant  mechanisn 

operated  by  pygmies. 

-Honore  de  Balzac,  quoted  in 
The  Portable  Curmttdjjeon,  com- 
piled by  Jon  Winokur 

Street  Smarts 

Driving  crosstown,  we  were  stoppe« 
at  a  light  when  a  man  appeared  i: 
front  of  our  car.  He  held  up  a  sign.  1 
read,  "Wash  Windows."  We  shooi 
our  heads  and  were  eagerly  waitin 
for  the  light  to  change  when  he  un 
folded  an  upper  panel  which  statec 
"I  Do  Not."  He  dropped  the  lows 
section,  which  said,  "Relax." 

He  reversed  the  piece  of  cardboar 
and  showed  us  "Best  Nation?"  W 
began  to  hope  the  red  light  would  la; 
a  little  longer  as  he  lifted  the  to 
section  again.  It  read,  "What's  The. 
Hit  us,  we  nodded  at  him.  The  la 
panel  dropped:  "Do  Nation." 

We  gave. 
-Carol  Prisant, 
New  York  magazine 


30 


Forbes  ■  July  5,  199 


RATE 


N 


k18 


t\A\N 


13 


# 
# 
# 
# 


555-fc>2Al 
MIA  fo!7  555-3feOO 
CA  818 

fo17  555- 
813  555- 
312  555-9 
818  555-4121 
MA     617  555-3600 
L14  55^ 

a  5? 


CP. 


2.0-2- 


,36^ 


cA 


c0  ?0 


The  big  picture  is  savings, 
tow  we  put  it  together  is  up  to  you. 


iakt 


Corporate 


836  000  6780  0345 

D.  BLEDSOE 
COMPANY  NAME 


International  Number 

891253  836  000  6780  3 


Auth.  Code 

50 


Savings  of  up  to  18%.*  Custom-designed 
calling  card  bills.  Get  them  both  with  AEST. 

You  don't  have  to  give  up  savings  to  get  your  calling  card 
arges  the  way  you  want  them.  With  the  AT&T  Corporate 
lling  Card  you  can  control  costs  with  a  customized  phone 
1  designed  to  suit  the  needs  of  your  company.  AT&T 
ECU-BILL,M  Service  lets  you  break  down  charges  by  location, 
lartment,  individual  or  any  way  that  makes  your  life  easier. 


To  help  you  control  costs  even  further,  we  have  a  variety  of 
competitive  savings  plans  to  choose  from.  We  can  recommend 
one  that's  exactly  right  for  your  business,  with  savings  on  AT&T 
Corporate  Calling  Card  calls  made  from  just  about  anywhere 
in  the  world. 

Control  charges  too,  with  our  enhanced  fraud  protection 
system.  It  helps  to  identify  unauthorized  card  use  in  real  time, 
allowing  prompt  action  to  be  taken. 

Sign  up  now  for  our  SelectValue  "  Plan  and  your  company 
will  be  eligible  for  savings  of  up  to  18%.  As  a  new  customer 
we'll  also  give  you  up  to  one  entire  month  of  free  AT&T  Calling 
Card  calls.  See  details  below* 

To  take  advantage  of  customized  billing,  competitive  sav- 
ings, and  a  free  month  offer,  don't  puzzle  over  who  to  contact. 
Call  your  AT&T  Account  Executive  today  or  1 800  257-5809- 

AE8T.  The  Best  in  the  Business.™ 


ling  tariff  effectiveness  Discounts  appl)  to  your  interstate  and  international  calling  card  m^^S  JVITO^T 

e.  New  and  other  eligible  customers  who  sub  si  i       to  th(  SelectValue"  Plan  for  twelve  ^SS  rKMllMM 

ths  will  receive  credits  in  7th  and  13th  months  based  on  average  qualified  usage  Maximum 
it  of  $50,000.  Other  conditions  apply  Limited  time  for  free  month  offer 


Pictured  below  is  a  car  for  people  who  appreci; 


Pictured  above  is  a  car  for  peo 


Above,  you'll  find  a  photograph  of 


two  car  interiors. 


The  first  is  apparent  upon  inspec- 


tion. Buttery-soft  leather;  program- 


mable seat,  headrest,  mirror,  and 


steering  wheel  adjustments;  in- 


dividual front  passenger  climate 


controls;  and  a  250-watt,  11-speaker, 


7-amplifier  Bosee  Beta  sound  system. 


But  in  the  split  second  of  a 


collision,  this  luxurious  interior 


transforms  into  something 


altogether  different:  arguably 


safety  system  in  productic 


Elegant  sculpted  curves 


soft  deformable  surface 


padded  knee  bolsters  d' 


to  crush  on 


Hand-finish 


the  most  advanced  automotive      wood  trim  reveals  itself 


)  1993  Mercedes  Hen/  of  Nor  th  America,  Inc.,  Montvale,  N.J.,  Member  of  Ihe  Daimler  Beru  Group. 


)  finer  things  in  life. 


o  appreciate  life. 


laminate,  reinforced  with 


ips  of  aluminum  designed 


nt  splintering  in  key  areas. 


id  the  sleek  dashboard  is 


isticated  dual  threshold 


it  system.  Depending  on 


stances  of  impact,  a  sen- 


sor decides  whether  to  activate 


A 


Emergency  Tensioning  Retractors, 


deploy  air  bags,  or  both. 


Plush  carpeting  hides  thick  foam, 


fitted  into  the  front  footwells  to  pro- 
tect feet  and  lower  legs  from  shock. 

The  leather-clad  steering 
wheel  caps  a 

unique  steering 
column  that  collapses  and 
absorbs  energy  in  the  event  of  a 
severe  frontal  collision. 

And  soft  leather  seats  become 
rigid  steel  structures.  Steel  frames 
and  a  reinforced  floor  are  designed 
to  withstand  a  30  mph 
car-to-car  rear  impact. 


So  if  the  question 


remains:  Is  Mercedes-Benz  design- 


ed to  be  a  luxury  car?  Or  a  safe  car? 


The  answer  is  yes. 


For  more  information  about 


Mercedes-Benz,  call  1-800-926-8049. 


Mercedes-Benz 


rle'd  like  to  put  in  a  good 
word  for  good  government. 


Like  the  private  sector,  government 
also  has  its  customers-its  constituents. 
But  with  budgets  decreasing  and  demand 
for  public  sector  services  increasing,  it's 
become  harder  for  government  to  respond 
quickly  and  effectively  to  constituent 
needs. 

That's  one  reason  Unisys  has  devel- 
oped a  concept  for  taking  customer  service 
to  a  higher  level-in  the  halls  of  govern- 
ment as  well  as  commerce.  It's  called 
customerize.  Teamed  with  any  government 
agency,  our  services  professionals  can  help 


customerize  kus'-la-ma-rize'X  vl 
1 :  to  make  a  company  more  responsive 
lo  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  lo 
field  locations  and  other  points  of 
customer  contact  and  support  3:  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE,  COMPETITIVE  EDGE.  BUSINESS- 
(Rfnc  Al  SOUTIONS.  REVENUE  GENERATION 


customerize  an  information  strategy, 
extending  government's  full  capabilities  to 
the  points  of  customer  contact.  With  real- 
world  experience  designing  client-focused 
solutions  for  over  1,600  government  agen- 

©1993  Unisys  Corporation. 


cies,  we're  helping  government  become 
more  responsive  to  its  public  and  better 

UMSYS 

We  make  it  happen. 


able  to  deliver  services-at  the  local,  sti 
and  federal  levels. 

Call  us  at  1-800-874-8647,  ext. 
for  your  complimentary  customer; 
Information  Kit.  Consider  it  another  v« 
for  good  government. 

customerize  services  are  a  service  mark  of  Unisys  Corporal 


Commentary 

ti  events  at  home  and  abroad 


y  Caspar  W.  Weinberger,  Chairman 


LEADING  IN  A  MULTILATERAL  WAY 


-IE  NATO  defense  ministers'  meeting  in  May  ended, 
cording  to  an  experienced  foreign  correspondent,  with 
onfused  and  ambivalent  signals  from  Washington 
lat]  have  thrown  the  NATO  alliance  into  its  most 
rious  crisis  since  the  end  of  the  Cold  War.'" 
And  no  wonder.  The  Clinton  Administration,  con- 
iced  from  the  campaign  that  too  much  participation  in 
reign  affairs  was  a  convenient  and  effective  bludgeon, 
s  continued  to  exhibit  both  ignorance  and  demagogu- 
v'  in  its  relationship  with  all  our  allies.  Mr.  Clinton's 
ceedingly  clumsy  attempts  to  deal  with  these  problems, 
:>sely  labeled  as  "foreign  affairs,"  have  already  gravely 
rakened  the  ability  of  the  U.S.  to  maintain,  in  concert 
th  its  allies,  peace  and  freedom. 

Leadership  Undefined 

The  fundamental  problem  is  not  that  this  is  a  new 
^ministration  or  that  the  problems  are  very  complex 
ur  relationships  with  the  world  always  involve  complex 
oblems)  or  any  of  the  other  unpersuasive  excuses  we 
ar.  The  real  problem  is  President  Clinton,  who  ap- 
oaches  all  of  these  complex  matters  with  bewildering 
ifts,  denials  and  reversals  based  on  what  political  opera- 
es  believe  the  public  wants  to  hear  from  week  to  week. 
One  day  Under  Secretary  of  State  Peter  Tarnoff  tells  the 
>rld  not  to  expect  U.S.  leadership  abroad  because  this 
Iministration  only  has  the  resources  to  concentrate  on 
anestic  economic  problems.  The  next  day  the  Secretary 
State  seizes  every  forum  he  can  find  to  insist  that  the 
ader  Secretary  was  wrong  and  that  the  U.S.  is  going  to 
ntinue  in  a  leadership  role.  But,  in  fact,  the  Administra- 
»n  simply  does  not  seem  to  know  what  it  is  doing  or 
mts  to  do  in  a  world  that  cannot  be  neatly  compartmen- 
ized  into  "foreign"  and  "domestic"  problems. 
Secretary  of  State  Warren  Christopher  was  interviewed 
bendy  on  the  MacNeil/Lehrer  Newshour  and  was 
:ssed  about  whether  leadership,  a  word  that  Christo- 
er  repeated  at  least  five  times  in  the  short  interview, 
nsisted  of  simply  traveling  around  the  world  asking  our 
ies  what  they  would  like  to  do.  The  Secretary  com- 
:nted,  "Sometimes  we  will  lead  in  a  multilateral  way." 
This  is  one  of  the  most  contorted  contortions  of  even  this 
ruing  and  twisting  Administration.  The  Secretary  tried  to 
plain  his  basically  disastrous  trip  by  saying  he  told  our 
ies  that  our  "preferences"  were  to  lift  the  arms  embargo 


against  Bosnia  and  to  initiate  air  strikes  against  Serbian 
artillery.  However,  when  some  allies  told  Christopher  they 
didn't  care  for  that  approach,  we  abandoned  it  at  once  and 
accepted  the  "safe  haven"  plan  he  had  earlier  denounced. 

The  Clinton  Administration's  favorite  speeches  are 
those  designed  to  demonstrate  that  everything  that  hap- 
pened under  Presidents  Reagan  and  Bush  was  a  failure.  It 
is  difficult  to  imagine  either  of  those  Presidents  dispatch- 
ing a  messenger  to  our  European  allies  to  tell  them  our 
"preferences"  and  to  say  that  if  they  didn't  like  the  plans 
we  would,  of  course,  abandon  those  plans  immediately. 

With  such  leadership,  it  is  no  surprise  that  defense  min- 
isters in  Brussels  could  not  even  agree  on  a  communique 
endorsing  a  flawed  plan  that  their  governments  had  ac- 
cepted. NATO  decisions  require  unanimous  votes,  and 
though  unanimity  was  frequently  hard-won  against  many 
challenges  in  the  1980s,  it  was  secured  at  each  meeting. 
That  would  not  have  happened  if  the  U.S.  had  inquired 
feebly,  "What  would  the  rest  of  you  fellows  like  to  do?" 

Tongue-Tied 

Of  course,  the  problem  goes  deeper  than  NATO  and 
Bosnia.  In  trade  matters  the  Administration  speaks  with 
several  tongues  that  seem  to  unite  only  to  attack  Japan  or  to 
express  misgivings  about  the  North  American  Free  Trade 
Agreement,  which  will  somehow  be  "fixed"  by  side 
agreements.  And  regarding  our  relationship  with  China, 
despite  conclusive  evidence  that  American  economic  inter- 
ests would  be  seriously  damaged  and  the  cause  of  civil 
rights  not  adv  anced  were  we  not  to  continue  a  favorable 
trade  relationship,  a  standard,  half-way  compromise  was 
adopted.  At  the  same  time,  however,  the  State  Department 
refuses  to  permit  the  sale  of  a  weapons  system  to  Taiwan's 
navy  because  we  are  afraid  of  offending  mainland  China. 

The  list  could  go  on  endlessly.  Unless  and  until  we 
have  a  President  who  decides,  without  trying  to  please 
everyone,  that  the  U.S.  will  exercise  the  responsibilities  of 
the  world's  only  superpower,  the  world  will  again  regard 
the  U.S.  as  the  weak  nation  it  saw  during  the  Carter  years. 
The  fact  that  there  is  no  Soviet  Union  to  worry  about 
now  should  be  of  small  comfort  to  those  who  remember 
how  quickly  weakness,  drift  and  irresolution  can  invite 
aggression  in  a  world  that  is  increasingly  interdependent 
and  interlocked  and  does  not  respect  any  so-called 
boundary  between  foreign  and  domestic  problems.  HI 
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The  management  of  wealth 
made  simple. 


Once  it  was  enough  to  invest  wisely  in 
domestic  blue  chip  securities. 

Today  a  portfolio  that  ignores  global  real- 
ities can  expose  you  to  unacceptable  risk.  And 
limit  opportunities  for  reward. 

Yet  the  complexities  of  managing  a  truly 
global  portfolio  are  more  than  most  people  are 
willing  to  undertake. 

Fortunately,  there's  The  Private  Bank  of 
Union  Bank  of  Switzerland. 

As  one  of  the  world's  few  Triple-A  rated 
banks,  UBS  has  resources  and  expertise  in 


global  portfolio  management  unmatched  by 
any  other  financial  institution. 

Which  is  why  we  have  been  the  portfolio 
managers  of  preference  to  generations  of  indi- 
viduals and  their  families  for  over  125  years. 

If  you  have  investible  assets  of  $3  million 
or  more,  please  contact  Peter  E.  Guernsey,  Jr. 
at  (212)  715-3821. 

Allow  us  to  assist  you  in  simplifying 
the  new  complexities  and  rewards  of  today's 
portfolio  management. 


(ubs)  The  Private  Bank 


,,  Union  Bank 
Iubs»j  of  Switzerland 


Union  Bank  of  Switzerland,  299  Park  Avenue,  New  York,  NY  10171  Telephone:  (212)  715-3000  Fax:  (212)  715-3498 

Other  offices  in  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 


WHAT  S  AHEAD  FOR  BUSINjSS 

EDITED  BY  HOWARD  BANKS 


Bill  Clinton,  meet  capital  gains 


Does  President  Clinton  sincerely  want  to  cut 
the  deficit?  If  he  does,  here's  a  suggestion:  Add  to 
his  tax  bill  a  proposal  to  cut  the  capital  gains  tax. 
Depending  on  the  assumptions  one  makes,  cut- 
ting the  tax  would  painlessly  raise  anywhere 
from  a  few  billion  to  $50  billion  extra  a  year — 
more,  if  you  include  the  effects  of  a  stronger 
economy.  Politically,  such  a  move  by  Clinton 
would  force  many  Republicans  to  vote  for  his 
beleaguered  bill. 

The  challenge  is  unlocking  some  of  the 
country's  enormous  accumulation  of  unrealized 
capital  gains,  which  generate  no  revenues  for 
the  Treasury  as  long  as  they're  unrealized.  Look 
at  the  chart  below.  Although  American  wealth 
has  grown  tremendously  since  1980  (the  stock 


market's  value,  for  example,  has  more  than 
tripled,  to  a  current  $4.3  trillion),  people  with 
capital  gains  have  been  loath  to  realize  their 
gains  since  1986.  That,  of  course,  was  the  year 
the  capital  gains  tax  rate  rose  from  20%  to  28%. 

As  the  rate  rose,  realizations  and  tax  revenues 
fell.  In  1991,  for  example,  an  estimated  $109 
billion  worth  of  gains  were  realized,  well  below 
the  average  level  of  the  early  1980s.  Christopher  J. 
Frenze,  a  Republican-appointed  staff  econo- 
mist on  Congress'  Joint  Economic  Committee, 
assumes  that  not  much  changed,  capital-gains- 
wise,  between  1991  and  1992,  and  that  capital 
gains  tax  revenues  came  to  around  $25  billion  in 
1992.  A  paltry  amount  considering  the  huge  in- 
creases in  capital  assets. 


A  $50  billion  painless  revenue  raiser? 


The  lock-in  effect 

■i  Realized  capital  gains  ($billions) 
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'Estimates  for  taxes  by  Christopher  Frenze. 

Source:  Department  of  the  Treasury,  Office  of  Tax  Analysis 


How  MUCH  MORE  revenue  might  Clinton  raise 
by  cutting  the  tax  on  capital  gains?  Frenze  does  a 
back-of-the-envelope  calculation:  Suppose  we 
merely  reestablish  the  top  20%  rate  that  applied  in 
1985.  At  that  rate,  Frenze  figures  taxes  raised 
this  year  would  be  on  the  order  of  $33  billion — 
some  $8  billion  more  than  was  raised  last  year  and 
will  probably  be  raised  this  year  without  a  gains  tax 
cut.  The  revenue  increase  could,  of  course,  be 
much  more.  John  Renshaw,  head  of  San  Francis- 
co-based money  management  firm  Van  Strum  & 
Towne,  has  done  a  lot  of  work  on  the  capital  gains 
question.  He  figures  there  is  at  least  $500  billion 
in  unrealized  gains  in  the  stock  market  alone 
waiting  to  be  unlocked.  Capping  the  gains  tax  at 
10%  of  the  sales  price  of  an  asset  would  pump  an 
extra  $50  billion  a  year  into  the  Treasury,  Ren- 
shaw predicts,  from  unlocking  alone. 


Centrist  Democrats  to  the  rescue? 


Will  Clinton  have  the  wit  and  courage  to 
propose  a  capital  gains  tax  cut?  Probably  not. 
Senator  George  J.  Mitchell  (D-Me.),  who  sin- 
gle-handedly defeated  George  Bush's  1989  at- 
tempt to  cut  the  gains  tax,  has  done  a  brilliant 
job  of  using  distorted  numbers  to  convince  the 
media  that  cutting  the  capital  gains  tax  amounts 
to  a  Treasury  giveaway  to  rich  people.  Says  the 
Joint  Economic  Committee's  Frenze:  "Once 
capital  gains  [tax  cuts]  are  seen  as  a  revenue  loser 
that  benefits  the  rich,  it's  very  difficult  politically 
to  get  anything  done  in  this  area." 

Still,  there's  a  chance.  Mark  A.  Bloomfield  is 
president  of  the  American  Council  for  Capital 
Formation  and  a  veteran  lobbyist  for  capital 
gains  tax  reduction.  He  thinks  that  moderate 
Democrats  in  the  Senate  may  attach  a  capital 
gains  tax  cut  to  Clinton's  tax  bill  in  order  to  save 


the  bill — and  their  own  hides  as  the  Clinton 
Administration  self-destructs.  "'Clinton's  tax  bill 
isn't  in  trouble  solely  because  of  his  btu  propo- 
sal," says  Bloomfield.  "It's  in  trouble  because 
there's  nothing  about  capital  formation,  job 
creation  and  entrcpreneurship  in  it — and  the  cen- 
trist Democrats  are  worried  about  1994." 

Won't  George  Mitchell  block  a  move  by  his 
colleagues  to  do  what  George  Bush  tried  to  do 
in  1989?  Bloomfield:  "Remember,  in  1989 
Mitchell  fought  capital  gains  in  order  to  defeat  a 
Republican  President.  Today  he  has  a  Demo- 
cratic President  and  must  worry  about  the 
Democrats  losing.  He  has  to  make  sure 
Clinton's  tax  bill  gets  through.  I  think  he  could 
live  with  a  capital  gains  tax  cut  if  it  was  part  of 
the  package."  -Lawrence  Minard  with 

Suzanne  Jennings  Hi 
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BY  ROBERT  ROSENSTEIN 


Current  238.4* 
Previous  237.9t 
Percent  change  0.2% 

The  Forbes  Index  (1967=100) 
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The  Department  of  Labor  reports  that  nonfarm  payroll 
grew  by  209,000  in  May,  the  fourth  consecutive  month! 
increase  this  year.  April's  0.6%  gain  in  the  producer  priq 
index  sparked  fears  of  inflation,  but  this  index  was  flat  i 
May.  With  the  dollar  trading  at  a  postwar  low  against  til 
Japanese  yen,  the  Federal  Reserve  might  resort  to  a) 
increase  in  short-term  interest  rates  to  protect  the  dolla| 
In  the  meantime  the  recovery  limps  along.  Retail  sales  ro4 
only  0.1%  in  May;  personal  income  (wages  and  salai) 
disbursements,  plus  other  income)  was  flat  in  April. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1 992' 

Ward's  Automotive 

6.4% 

Index  of  leading  indicators  Apr  vs  Mar 

Dept  of  Commerce 

0.1% 

Trade  balance  12  months  ended  Mar  1993 

Dept  of  Commerce 

-$94  bi 

All-commodity  producer  price  index  May  vs  Apr2 

Dept  of  Labor 

0.4% 

GDP  1st  quarter  vs  4th — annualized  growth 

Dept  of  Commerce 

0.9% 

M2  (3-month  change) — annualized  growth1 

Federal  Reserve 

-0.2% 

1  U.S.-based  manufacturers,  excludes  imports,  as  of  5/30/93. 2  Wholesale  goods. 3  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 

Index  components 


Services    •  Total  index 


Inventories     •   New  orders 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 
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Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Retail  sales  (Sbilliohs), 

seasonally  adjusted  (Dept  of  Commerce) 
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Personal  income  ($bi llions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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We're  Looking  for  Millions  Of 
Missing  Homeowners. 

Millions  of  lower-income  families  have  the  lenders,  real  estate  agents,  credit  counselors, 

desire  to  buy  a  home.  Many  are  ready  now.  appraisers,  and  others  in  the  lending  industry. 
But  they  may  be  intimidated  by  the  buying  Together  we  created  an  outreach  program 

process.  Uncertain  how  the  system  works.  to  assist  lower-income  families  who  want  to 

Or  blocked  by  discrimination.  Others  just  buy  homes.  We  produced  a  guide  to  help  them 

need  a  little  help  getting  started.  They  may  decide  if  they're  ready.  And  we're  matching 

need  information  on  how  mortgage  lenders  up  families  with  professionals  in  their  area  who 

evaluate  employment  records.  Or  advice  on  can  help  them  with  the  home-buying  process, 
establishing  a  credit  history.  Fannie  Mae  is  the  nation's 

These  are  problems  the     ShowingAmericaANewWayhiome.     largest  source  of  funds  for 

housing  industry  urgently  needs  to  address.  home  buyers.  For  more  information  about  our 

And  Fannie  Mae  is  taking  the  lead.  We're  efforts  to  help  people  overcome  the  barriers 

building  partnerships  by  bringing  together  to  homeownership,  call  us  at  1-800-548-9444. 


c  1993,  Fannie  Mae 


When  he  sold  his  stock  in  Fuqua  industries 
four  years  ago,  J.B.  Fuqua  lett  nothing  behind 
but  his  name.  Now  he  wants  that  back. 

Ransom 


By  Subrata  N.  Chakravarty 

J.B.  Fuqua,  retired  founder  of  Fuqua 
Industries,  Inc.,  wants  his  name  off 
the  door  of  his  old  company.  He 
wants  it  off  so  badly  that  he  will 
shortly  fork  over  a  check  for  $1 
million. 

"I'm  doing  it  to  protect  my  name 
and  reputation,"  says  J.B.,  75,  a 
courtly  but  clearly  angry  man.  "I've 
been  tremendously  disappointed.11 
Fuqua  is  not  alone  in  his  disappoint- 
ment. Since  he  stepped  down  as  chair- 
man in  June  1989,  Fuqua  Industries1 
market  value  has  dropped  from  over 
$600  million  to  under  $175  million. 
This  in  a  booming  stock  market. 

Atlanta-based  Fuqua  Industries  is 
an  old-line  conglom- 
erate now  focused  on 
three  businesses: 
Snapper  lawn  and  gar- 
den equipment;  a 
handful  of  sporting 
goods  companies;  and 
Qualex  Inc. — a  joint 
venture  with  Eastman 
Kodak — which  is  the 
nation's  largest  pho- 
tographic developer. 
Qualex's  sales  last  year 
were  $771  million  of 
Fuqua's  $1.1  billion 
in  sales,  but  it  ac- 
counted for  most  of 
its  profits. 

When  J.B.  stepped 
down  in  1989,  he 
sold  his  1 .3  million 
shares  in  the  publicly 
held  outfit  to  Charles 
(Red)  Scott.  Almost 
immediately,  Scott 
and  J.B.  got  into  a 
fight     when  Scott 


wanted  to  use  company  money  to  buy 
in  its  own  stock  and  thus  enhance  his 
ownership  position.  Complains  J.B.: 
"The  first  board  meeting  we  had,  I 
knew  I  had  a  problem  on  my  hands 
because  [Scott]  proposed  to  buy  in  a 
lot  of  stock,  which  was  then  selling  at  a 
high  P/E."  Over  J.B.'s  dissent,  Fuqua 
spent  over  $100  million  to  repurchase 
4.9  million  shares.  That  stock  is  now- 
worth  less  than  $50  million.  Scott  was 
"unavailable11  for  an  interview. 

Things  got  worse.  At  the  February 
1991  board  meeting  in  Orlando, 
Scott  made  himself  president  and 
chief  executive,  replacing  Lawrence 
Klamon,  an  old  Fuqua  associate. 


Former  Georgia  governor  G 
Sanders,  J.B7s  friend  since  the  194( 
was  the  board  member  whose  chan 
in  position  allowed  Scott  to  execi 
his  boardroom  coup.  His  law  fin 
Troutman,  Sanders,  used  to  t; 
around  $40,000  in  annual  fees  frc 
Fuqua.  In  1992  it  got  $434,000 
legal  fees.  The  tenfold  increase  vi| 
not  a  factor,  Sanders  avers.  But  "I  w 
utterly  astounded  and  I  was  hurl 
says  J.B.  of  Sanders1  defection. 

No  question  now  about  who  was 
charge.  Red  Scott  was.  Scott  tin 
made  several  serious  business  ml 
judgments.  In  May  1991,  for  exaj 
pie,  he  publicly  announced  that  t 


Fuqua  Industries'  founder  and  former  chief  executive,  J.B.  Fuqua 
"It's  a  company  that's  been  taken  apart.  The  stockholders 
have  only  a  fraction  of  what  they  had  when  I  retired." 


to 
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iqua  Industries'  chief  executive,  Charles  (Red)  Scott 
you've  got  the  money,  honey,  I'll  drop  the  name. 


japper  division  would  develop  a 
wcr-priced  line  of  lawn  equipment, 
>  be  sold  through  mass  merchandise 
s  like  Wal-Mart  and  Kmart.  The 
nouncement  infuriated  Snapper 
jalers,  the  backbone  of  its  sales  orga- 
zation.  "When  I  ran  the  company, 
tapper  spent  $20  million  in  adver- 
ing,"  says  J.B.  "Scott  slashed  that." 
1991  Snapper  rang  up  an  operating 
ss  of  over  $50  million  on  33%  lower 
es.  In  1992  sales  increased  sharply 
Snapper  pushed  inventory  into  the 
peline.  So  far  in  1993,  however, 
es  have  dropped  again. 
When  Fuqua  tried  to  float  a  $60 
lion  convertible  debenture  in  the 
miner  of  1992,  the  offering  had  to 
t  withdrawn.  It  didn't  help  that 
ott  had  earlier  transferred  effective 
ntrol  of  his  now  26%  of  Fuqua  stock 
a  very  shaky  company  of  w  hich  he 
is  chiei  executive,  Intermark,  Inc. 
ken,  on  a  quiet  Friday  after  Thanks- 
ling  1991 ,  the  Fuqua  board  autho- 
ed  a  $32  million  loan  to  Intermark, 


secured  by  the  4.3  million  Fuqua 
shares  that  Intermark  now  controlled. 

In  March  1992  Intermark  an- 
n<  umced  it  would  file  for  Chapter  1 1 , 
but  some  of  the  money  from  that  loan 
had  found  its  way  indirectly  into  Red 
Scott's  pockets.  Scott  had  officially 
retired  from  Intermark  in  March 
1991,  but  remained  chairman  of  the 
board.  At  the  time  of  his  retirement, 
he  took  a  $3.5  million  lump  sum 
payment  in  lieu  of  most  of  his  retire- 
ment benefits.  Under  bankruptcy 
law,  payments  made  to  insiders  within 
one  year  prior  to  filing  for  Chapter  1 1 
can  be  challenged  and,  possibly,  re- 
captured. Rut  Fuqua's  timely  loan 
helped  Scott  beat  the  deadline. 

Last  March  the  Intermark  creditors 
requested  permission  from  the  bank- 
ruptcy court  to  use  Intermark's  Fu- 
qua stake  to  mount  a  proxy  fight  to 
oust  Scott.  The  court  refused,  but 
Fuqua  had  to  settle  for  a  longer  repay- 
ment period  at  a  lower  rate  of  interest. 

Scott  is  struggling  to  stay  in  con- 


trol. He  has  said  that  Fuqua  will  sell 
Snapper,  and  has  hired  Merrill  Lynch 
to  shop  it  around.  Scott  has  also 
grandly  said  that  Fuqua  will  become  a 
major  player  in  the  "life  sports,"  or 
leisure,  industry.  Fuqua  had  all  but 
abandoned  that  business  years  ago. 
"We  found  the  business  volatile,  the 
margins  slim  and  growth  limit- 
ed," says  former  chief  executive  Kla- 
mon.  Scott  recently  bought  Diversi- 
fied Products  Corp.,  a  marketer  of 
home  exercise  equipment,  from  Wes- 
tinghouse  Financial  Services,  Inc.  for 
$24  million  in  cash  and  stock. 

As  far  back  as  1991  J.B.  had  decid- 
ed he  wanted  his  name  disassociated 
from  Fuqua  Industries,  but  Scott 
turned  down  his  offer  of  $1  million. 
Now,  with  Intermark  in  Chapter  1 1 , 
Scott  was  less  choosy.  "It  was  worth 
$1  million  to  me  to  get  my  name  off 
the  door,"  is  about  all  J.B.  would  say. 
He  can  afford  it.  He  got  $50  million 
from  Scott  for  his  1.3  million  Fuqua 
shares.  H 
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Alike  in  size  and  in  origin,  with  partly  overlapping 
product  lines,  Japan's  Sharp  and  Sanyo  are  worlds 
apart  in  corporate  strategy. 

Unidentical 
twins 


By  Gale  Eisenstodt 

Each  month  3.5  million  nickel  metal 
hydride  batteries  roll  off  the  highly 
automated  assembly  lines  at  Sanyo 
Electric's  ultramodern  Tokushima 
factory,  near  Japan's  Inland  Sea. 

These  batteries  are  a  hot  item  these 
days,  offering  about  50%  more  energy 
output  by  weight  than  conventional 
nickel-cadmium  batteries  and  lasting 
longer  after  recharging.  They  are  also 
free  of  cadmium,  a  toxic  heavy  metal. 
Toshiba  and  Matsushita  are  competi- 
tors, but  Sanyo  is  the  clear  leader. 

Yukinori  Kuwano,  a  director,  only 
wishes  his  sprawling  (1992  revenues, 
$14  billion)  company  had  more  prod- 
ucts like  this.  He  tells  Forbes,  with  a 
frankness  that  is  unusual  by  any  stan- 
dards: "We  are  strong  in  research,  but 
our  commercialization  and  marketing 
is  poor." 

Not  for  lack  of  trying.  Sanyo  makes 
pen-based  computers,  minidisc  play- 
ers, HDTV  systems,  refrigerators  and 
semiconductors.  Founded  in  1947  by 
Toshio  Iue,  brother-in-law  of  the  leg- 
endary Konosuke  Matsushita,  Sanyo 
thrived  until  the  mid-1980s  selling 
low-end  products  in  overseas  mar- 
kets. Therein  lies  part  of  its  problem: 
Lacking  an  image  for  quality  products 
and  sluggish  in  new  product  intro- 
duction, Sanyo  has  trouble  selling 
overseas  with  the  yen  up  to  around 
110  to  the  dollar  and  is  weak  in  its 
home  market.  Last  November  Sanyo 
reported  a  loss  of  $1 1 .7  million. 

Sanyo's  Osaka  electronics  neigh- 
bor, Sharp  Corp.,  shares  some  of  the 
same  problems  but  has  fared  much 
better.  A  similar-size  company  with 
revenues  of  SI  3.4  billion  for  the  fiscal 
year  ended  in  March,  Sharp  remained 
comfortably  in  the  black,  with  earn- 


Sanyo's  Yasuaki  Takano 

Hopes  run  high  in  clean  energy. 


ings  down  24%,  to  $269  million. 
Clearly,  Sharp  is  the  better-managed 
company.  Its  secret  is  a  focused  strate- 
gy. Sharp  emphasizes  using  key  de- 
vices such  as  color  liquid  crystal  dis- 
plays to  produce  distinctive  products. 
Sanyo's  products  tend  not  to  stand 
out  in  mature  markets  like  TVs  and 
refrigerators. 

Take,  for  example.  Sharp's  View- 
Cam  camcorder,  which  went  on  sale 
in  the  U.S.  in  February.  It  uses  a  4- 
inch  color  LCD  panel  instead  of  a 
conventional  viewfinder.  In  Japan, 
ViewCam  is  so  successful  that  Sharp 
now  has  20%  of  the  market,  up  from  a 
2%  to  3%  share  prior  to  the  launch. 
Sharp's  strength  in  LCDs  is  one  reason 
Apple  Computer  picked  it  to  code- 
velop  the  Newton,  a  hand-held  palm- 
top that  will  go  on  sale  in  the  U.S.  this 
summer.  Sharp  will  launch  a  similar 
model  under  its  own  brand  name. 

"It  doesn't  do  any  good  to  make 
what  ever/body  else  does,"  says  Sharp 
President  Haruo  Tsuji  in  a  recent 
interview.  Sharp  focuses  its  research 


and  development  so  well  it  often  gq| 
more  new  product  bang  for  the  bu[ 
than  competitors  like  Hitachi,  whi| 
spends  nearly  five  times  as  much. 

At  Sanyo,  Yasuaki  Takano,  62,  wl 
took  over  as  president  in  Decemb< 
knows  that  he  needs  to  take  a  leaf  fro 
Sharp's  book.  But  this  is  Japan.  T 
sort  of  radical  restructuring  that  ha 
pens  almost  routinely  in  the  U.! 
even  among  the  biggest  outfits,  is  ra 
here.  As  every  U.S.  executive  knov 
letting  people  go  is  often  necessary  f. 
survival.  In  Japan  it  is  seldom  done 
large  companies — and  always  cau3 
loss  of  face.  Says  Takano:  "Look  \vf 
happened  to  Pioneer  when  they  tri* 
to  lay  off  35  people.  The  Japanc 
media  created  a  big  fuss." 

But  the  fact  is  that  Sanyo  is  seriouj 
overstaffed;  its  sales  per  employee  a 
around  30%  less  than  at  Sharp. 

So  Takano  must  count  heavily  < 
coming  up  with  new  products,  all  t; 
while  holding  down  costs.  On  tj 
roof  of  Sanyo's  Tokushima  factory 
panels  of  amorphous  silicon  so. 
cells,  w  hich  are  used  to  power  calcu. 
tors  and  watches.  Alternative  ener 
is  one  area  where  Sanvo's  hopes  n 
high.  Last  year  Sanyo  introduced 
solar  air  conditioner.  It  is  also  won 
ing  on  polycrystalline  silicon  eel 
which  have  a  higher  energy  convJ 
sion  efficiency  than  amorphous  si 
con  but  cost  more  to  make. 

Sanyo's  CFC-free  absorption- ty 
chillers,  used  to  heat  and  cool  lar 
buildings,  are  thriving,  with  genera 
rebates  offered  to  users  by  utility  fin 
such  as  Con  Edison.  This  business 
growing  about  10%  a  year  worldwk 
Sanyo  is  the  dominant  player. 

Thus  Takano's  pride  is  in  that  sp; 
kling  batter)'  plant  in  Tokushima  pi 
fecture.  It  represents,  if  only  a  fracti' 
of  current  revenues,  Sanyo's  techn 
logical  hopes  for  the  future.  Later  tl 
year  Sanyo  will  start  producing  litl 
urn  ion  batteries,  which  are  even  mc 
powerful  than  nickel  metal  hydride 

Designing  portable  produl 
around  its  advanced  batteries  will 
one  way  for  Sanyo  to  get  ahead 
consumer  electronics — to  perhaps  f 
low  in  Sharp's  path  with  a  tigh 
focused  R&D  strategy.  If  he  can  do  t 
job,  Yasuaki  Takano  may  well  becoi 
Japan's  first  true  corporate  turnarou 
hero.  "It  will  be  very  tough  for  at  le; 
the  next  two  years,"  he  admits. 
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truggling  to  arrest  its  declining  influence,  the  United 
line  Workers  union  wants  to  bring  Consol  Coal  to  heel, 

Against  the  wall 


I  Marcia  Berss 

America's  coalfields,  the  United 
ine  Workers  union  is  in  retreat.  A 
cade  ago  the  110,000-members- 
■ong  umw  dug  50%  of  the  nation's 
al.  Today  the  union  accounts  for 
>%  of  the  country's  coal.  Member- 
ip  is  down  to  about  60,000. 
But  the  umw  can  still  cause  mischief 
truer  diis  year  it  struck  Peabody  (the 
untry's  largest  coal  producer),  then 
nax  (number  three),  to  force  these 
don  shops  to  hire  union  miners  at 
w  sites.  The  Peabody  strike  is  con- 
luing,  but  Amax  is  back  to  work 
inks  to  its  pending  purchase  by  Cy- 
us  Minerals,  which  operates  union 
mes  not  being  struck. 
Then,  on  May  25,  the  umw  struck 
lat  coalmen  say  has  always  been  its 
le  target:  Consol  Coal  Group, 
intiy  owned  by  Du  Pont  and  Ger- 
my's  rwe,  Consol  is  the  U.S.'  sec- 
id-largest  coal  company — and  the 
4w's  biggest  challenge. 
Unlike  its  competitors,  Consol 
992  sales,  $2  billion;  net  income 
fore  extraordinary  charges,  $122 
llion)  already  mines  much  of  its 
Stern  coal  with  nonunion  miners — 
er  25%  of  its  total  production.  The 
iw  wants  to  stem  this  tide  toward 
tuunion  before  it  flows  any  further, 
It  doing  so  won't  be  easy.  Many  of 
jnsol's  nonunion  miners  are  better 
id  and  have  more  job  security  than 
(ion  counterparts. 

iVisit  Consol's  Bailey  mine,  in 
ithwestern  Pennsylvania.  Bailey  is 
fierica's  biggest  underground  mine 
million  tons  produced  in  1992) 
d,  coalmen  say,  maybe  the  world's 
|st  productive.  It  is  situated  in  the 
h  Pittsburgh  seam  of  northern  Ap- 
achia — the  union  heartland,  where 
c  umw  digs  over  half  the  coal.  Yet 
[ley  is  a  nonunion  shop. 
When  it  opened  Bailey  in  1984, 
ttisol  wooed  miners  with  better- 
In-union    wages — now    $18  an 


hour,  versus  the  umw's  $16.60.  But 
Consol  can  well  afford  to  pay  above 
union  scale.  Without  umw  work  rules, 
Bailey  in  1992  produced  7.4  tons  per 
underground  man-hour,  according 
to  data  from  the  Mine  Safety  & 
Health  Administration.  Just  down 
the  road,  Cyprus  Minerals  operates  its 
big  Emerald  mine.  Emerald  uses  the 
same  technology,  with  about  the 
same  number  of  employees  (474,  ver- 
sus 408  at  Bailey).  Its  workers,  all 
UMW  members,  produce  3.8  tons  per 
underground  man-hour,  about  aver- 
age for  the  area. 

Why  the  huge  productivity  differ- 
ence? Start  at  the  punch  clock.  Every 
week  Bailey  miners  work  four  ten- 
hour  days,  while  Emerald  miners 
work  eight  hours  a  day,  five  days  a 
week,  as  required  by  union  contract. 
Because  it  can  take  a  miner  up  to  an 
hour  each  way  to  travel  underground 
to  the  mine  face  via  elevators  and 
mine  cars,  Bailey  miners  spend 
around  20%  less  time  traveling  than 
tiieir  unionized  peers. 

At  the  coal  face,  Bailey  miners  are 
cross-trained  to  do  multiple  jobs, 
something  prohibited  by  the  UMW.  So 
a  union  shuttle  car  driver  who  hauls 
coal  from  the  face  to  a  conveyor  belt 
stands  idle  while  the  car  is  being 
loaded.  At  Bailey,  that  driver  can  help 
load  the  car  or  do  other  tasks.  Too, 
the  UMW  requires  "helpers,"  who  per- 


form jobs  like  holding  cables  as  min- 
ing equipment  moves.  Bailey  employs 
no  such  helpers.  Another  difference: 
Supervisors  are  prohibited  from  help- 
ing out  at  Emerald;  at  Bailey  every- 
body pitches  in. 

Net  result:  Bailey  produces  coal  for 
a  cash  cost  of  about  $12  a  ton,  versus 
about  $18  a  ton  for  union  mines  in 
the  area,  according  to  Ronald  McMa- 
han  of  coal  consultants  Resource  Data 
International. 

Is  the  Bailey  mine  accident-prone? 
Not  according  to  the  data.  Last  year 
Bailey  reported  26  injuries  (a  5.33% 
rate),  versus  84  (a  14.9%  rate)  at 
Emerald,  according  to  the  Depart- 
ment of  Labor. 

The  umw  understands  the  trouble 
it  will  face  if  it  cannot  hobble  Bailey. 
The  high  cost  of  union-produced  coal 
was  one  reason  why  Pennsylvania 
Power  &  Light  closed  its  captive, 
unionized  mines  and  now  buys  its 
coal  from  Bailey  instead.  Says  Donald 
Burns,  coal  buyer  for  Philadelphia 
Electric:  "Bailey  is  always  a  little 
cheaper."  This  price  advantage  will 
serve  Bailey,  and  its  workers,  well  as 
electric  utilities  comply  with  the 
Clean  Air  Act  Amendments  of  1990. 
Like  others  in  the  Pittsburgh  seam, 
Bailey  mines  a  relatively  dirty  medi- 
um-sulfur coal.  Some  utilities  will 
switch  to  low-sulfur  coal;  others  will 
build  scrubbers  for  burning  medium- 
and  high-sulfur  coal.  Bailey's  prices 
will  keep  it  competitive,  while  other 
higher-sulfur,  higher-cost  mines — 
many  umw  organized — are  shuttered. 

Despite  low  coal  prices  (about  $25 
a  ton)  and  large  industry  stockpiles, 
Consol  is  now  considering  building  a 
new  mine  near  Bailey.  In  1990  it 
opened  another  big  (5 -million -ton) 
nonunion  mine  in  the  area.  No  won- 
der the  umw  feels  its  back  is  against 
the  wall.  Hi 


Consol 
Coal's 
Bailey  mine 
Nonunion — 
in  the  UMW 
heartland. 
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Whatever  the  final  tax  bill,  you  can  be  sure  that  real 
estate  folks  will  reap  a  nice  return  on  their  PAC  money. 

With  shelters 
for  some ... 


By  Laura  Saunders 

The  real  estate  lobbyists  sure  have 
done  their  homework.  From  1987 
through  1992,  real  estate  political 
action  committees  gave  nearly  $17 
million  to  current  members  of  Con- 
gress, according  to  Common  Cause. 
Now  they  are  getting  the  payoff. 

In  a  year  when  interest  groups  like 
oil  and  gas  are  fighting  just  to  stay 
even,  real  estate  looks  like  the  big 
winner.  The  House-passed  tax  bill 
contains  at  least  six  provisions  giving 
new  benefits  to  real  estate.  What's 
more,  the  shrewd  lobbyists  managed 
to  keep  oft"  the  bargaining  table  such 
obvious  revenue-raisers  as  the  disal- 
lowance of  deductions  for  second 
mortgages.  The  lobbyists  have  pow- 
erful muscle  in  the  Senate,  too. 

Here  is  a  rundown  of  the  goodies: 

First  comes  repeal  of  the  passive  - 
loss  rules — but  only  for  real  estate 
professionals.  To  qualify,  you  must  be 
involved  in  "real  property  develop- 
ment, redevelopment,  construction, 
reconstruction,  acquisition,  conver- 
sion, rental,  operation,  management, 
leasing,  or  brokerage." 

Involved,  in  this  case,  means  devot- 
ing half  your  work  time  to  real  estate, 
and — if  you  are  an  employee — own- 
ing at  least  5%  of  the  business.  You 
must  also  "materially  participate," 
which  usually  means  spending  at  least 
500  hours  a  year  on  the  project. 

This  would  modify  the  tough  anti- 
tax-shclter  rules  of  1986,  which  all 
but  killed  tax  shelters  by  making  it 
hard  to  write  oft  paper  losses  from 
shelters  against  other  income.  Unfor- 
tunately, they  all  but  killed  bona  fide 
developers,  too,  by  preventing  them 
from  deducting  rental  losses  against 
other  real  estate  income.  After  all,  the 
owner  of  a  vacuum  cleaner  firm  could 


still  write  off  lossmaking  factories 
against  profitable  ones,  says  David 
Berenson,  an  expert  with  Berenson  & 
Berenson  in  Washington. 

The  House-passed  rule  doesn't 
merely  correct  this  problem,  howev- 
er. It  goes  much  further.  First,  it 
benefits  not  only  folks  with  mud  on 
their  boots  but  also  plenty  of  people 
who  don't  know  a  forklift  from  a 
bulldozer,  such  as  real  estate  brokers. 
Second,  it  allows  those  who  qualify  to 
deduct  rental  losses  against  any  in- 
come, not  just  real  estate  income. 

Thus,  a  developer  who  owns  a  base- 
ball team  will  be  able  to  use  rental 
losses  to  shelter  baseball  profits.  And  a 
high-earning  surgeon  married  to  a 
part-time  real  estate  broker  could  use 
such  losses  to  shelter  appendectomy 
income  or  stock  dividends. 

Next  is  a  special  rule  for  real  estate 
concerning  the  tax  treatment  of  debt 
forgiveness.  Say  an  owner  got  a  $10 
million  mortgage  several  years  ago  to 
buy  a  building.  The  market  crashes, 
and  he  can't  service  the  loan.  But  he 
convinces  his  lender  to  reduce  the 
debt  to  $7  million. 

Under  current  law,  that  $3  million 
is  taxable  to  the  owner  in  the  year  of 
the  deal.  The  House-passed  law 
would  allow  the  owner  to  subtract  the 
$3  million  from  the  basis  of  his  build- 
ing, which  would  defer  and  potential- 
ly eliminate  the  tax. 

Nice,  but  only  for  real  estate.  For- 
get it  if  you  want  to  reschedule  debt 
on  an  airplane  or  computer. 

Item  three  makes  it  easier  for  tax- 
exempts  such  as  pension  funds  and 
nonprofits  to  invest  in  real  estate  in- 
vestment trusts.  Item  four,  explains 
Lehman  Brothers  expert  Robert  Wil- 
lens,  helps  tax-exempt  investors  own 


am 


leveraged  real  estate,  in  particular 
making  it  easier  for  them  to  buy  fo 
closed  real  estate  from  a  bank 
insurance  company. 

Items  two,  three  and  four  are  a  n 
present  as  well  to  banks  and  insurar 
firms  holding  troubled  real  estate. 

The  fifth  and  sixth  items  woi 
permanently  extend  two  expired  si 
sidies  for  low-income  housing,  red 
active  to  June  30, 1992.  One  of  tb 
is  a  tax  credit  for  those  who  final 
low-income  housing.  The  other 
lows  states  and  municipalities  to  is; 
tax-exempt  bonds  to  finance  low- 
come  housing. 

Besides  all  the  real  estate  goodie; 
the  tax  bill,  look  at  what  isn 't  there 

The  biggest  no-show  is  any  pre 
sion  to  tighten  mortgage  interest « 
ductions,  even  for  second  homes 
second  mortgages  (a.k.a.  home  eq 
ty  loans).  These  benefits  cost  $ 
billion  in  forgone  taxes  a  year,  but 
one  seriously  tried  to  cut  them  t 
year.  Nor  did  tax  committees  conte 
plate  revoking  another  terrific  goo« 
real  estate's  generous  exemption  frc 
the  depreciation  "recapture"  rules 

How  to  pay  for  this  munificence 
a  time  of  budget  austerity?  The  r 
estate  lobby  gallantly  offered  to  fu 
the  changes  by  agreeing  to  a  tax 
crease — on  all  of  business.  For  l 
deal  it  cut  with  lawmakers  makes 
revenue  losses  by  lengthening  the  < 
preciable  life  of  buildings  from  3* 
to  39  years.  This  provision  affects  i 
just  real  estate  folks  but  anyone  w 
owns  a  building,  from  GM  to  ( 
corner  store  proprietor. 
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quitable  of  Iowa  is  one  of  the  country's  fastest- 
rowing  life  insurers.  Skip  the  annuities,  buy  the  stock. 

We  only  pay  when 
they  produce" 


j  Suzanne  Oliver 

SUITABLE  of  Iowa  Cos.'  Gothic 
:adquarters  in  downtown  Des 
oines  was  once  the  tallest  building 
:st  of  the  Mississippi.  Now  it  is 
varfed  by  the  Marriott  across  the 
:eet,  yet  the  sun  hasn't  set  on  Equi- 
ble  of  Iowa.  Stuffed  with  $5  billion 
assets,  the  126-year-old  outfit  is 
)oming. 

It  enjoys  explosive  annuity  sales,  a 
;rling  investment  portfolio  and  an 
crease  in  earnings  per  share  from  72 
nts  in  1989  to  $1.90  in  1992.  Re- 
rn  on  equity  has  climbed  from  7.5% 
15.6%.  The  stock  has  doubled  in 
e  past  year,  but  at  a  recent  24*A  sells 
just  13  times  earnings. 
The  face  behind  these  smashing 
^ires  is  Chairman  Frederick  Hub- 
|i,  42,  a  great-great-grandson  of  the 
ftnpany  founder,  whose  family  still 
mtrols  52%  of  the  stock.  After  seven 
ars  as  a  lawyer  in  New  York  and  Des 
oines,  Hubbell  joined  Equitable  in 
>83.  At  that  point  the  company  was 
mndering,  with  less  than  successful 
vestments  in  real  estate  and  in  dis- 
ility  insurance.  A  hard  look  at  the 
•rtfolio  told  the  Hubbells  that  the 
st  opportunity  lay  in  what  they 
ew  best — life  insurance.  The  fast- 
:-growing  segment  of  the  popula- 
»n — 30-to-55-year-olds — was  in- 
:asingly  looking  to  supplement  its 
nsion  and  Social  Security  income 
th  life  insurance,  especially  annu- 
ls, whose  sales  were  growing  at 
ree  times  the  rate  of  traditional  life 
iurance. 

In  the  past  Equitable  of  Iowa  had 
jid  through  its  own  sales  force  of 
0  agents.  Expanding  that  sales 
I'ce  would  be  slow  and  expensive.  So 
(tiitable  started  selling  through 
,000  independent  insurance  bro- 


kers and  agents.  "There  are  no  fixed 
costs,"  says  Hubbell.  "We  only  pay 
when  they  produce." 

And  produce  they  have.  In  the  first 
quarter  Equitable's  sales  of  fixed-rate 
annuities  climbed  32%.  In  1992  the 
company's  annuity  sales  rose  89%, 
making  up  90%  of  the  company's  total 
premiums.  That  was  while  the  indus- 
try's fixed-rate  annuity  sales  were  flat. 

Wherein  lies  Equitable  of  Iowa's 
appeal? 

Not  in  high  interest  rates.  The  first- 
year  rate  on  Equitable's  top-selling 
single -premium  deferred  annuity  is 
only  6%,  putting  the  policy  toward  the 
bottom  of  the  return  charts.  A  year 
from  now,  if  interest  rates  stay  the 
same,  you  will  be  earning  only  5%. 
Want  to  get  out?  Gotcha!  The  9% 
surrender  charge — compared  with  a 
7%  industry  average — will  keep  you 
put.  A  November  1992  study  by  A.M. 
Best  Co.  compared  the  five-year  per- 
formance of  single  -premium  deferred 


Fred  Hubbell,  Equitable  of  Iowa's  chairman 
Annuity  buyers  like  his  balance  sheet. 


annuities  purchased  for  $10,000  by  a 
45 -year-old  male  and  held  for  five 
years.  Equitable's  accumulation  value 
of  $13,464  ranked  94  out  of  94. 

But  instead  of  talking  interest  rates 
or  return,  Equitable  of  Iowa's  agents 
can  talk  dependability.  Over  80%  of 
Equitable's  assets  are  in  investment- 
grade  corporate  bonds  and  mort- 
gage-backed securities,  and  the  de- 
fault rate  on  the  company's  invest- 
ment portfolio  is  a  mere  0.3%.  In  the 
wake  of  the  disasters  at  Executive  Life 
and  Mutual  Benefit  Life,  such  solidity 
is  a  potent  sales  tool. 

Add  to  this  a  well -compensated 
sales  force.  Equitable  of  Iowa  signs  up 
wholesale  distributors  who  pay  bro- 
kers a  7.5%  commission  rather  than 
the  7%  most  competitors  pay.  The 
difference  comes  out  of  the  pocket  of 
the  distributors,  who  get  1.5%  rather 
than  the  2%  competitors  pay.  Distrib- 
utors have  been  willing  to  take  the  cut 
because  it  attracts  agents  to  their 
company  and  generates  volume.  Eq- 
uitable of  Iowa  further  endears  itself 
to  agents  with  quick  service:  It  writes 
policies  in  two  to  four  days  rather  than 
the  week  or  more  competitors  take. 
Agents  thus  get  their  commissions 
faster. 

While  coddling  his  agents,  Hubbell 
has  not  neglected  the  home  office, 
where  he  has  slashed  red  tape.  "A 
term  policy  conversion  once  touched 
12  different  desks  and  took  two 
weeks.  Today  it  takes  two  people  two 
days,"  says  Hubbell.  Since  1985  em- 
ployment has  dropped  from  420  to 
335,  while  assets  have  grown  from 
$1.6  billion  to  $5.1  billion.  This  year 
Equitable  oflowa  tops  life  and  health 
insurers  in  assets  per  employee  in  the 
Forbes  500s  directory. 

Hubbell  seems  likely  to  increase 
its  sales-per-employee  figure.  Equi- 
table is  receiving  30  applications  a 
week  for  a  brand-new  Income 
Builder  policy,  a  whole-life  policy 
whose  cash  value  can  be  turned  into 
an  annuity  when  the  owner  retires. 
Term  insurance  sales  have  also  im- 
proved, nearly  doubling  after  Equi- 
table dropped  its  prices  last  year  to 
extremely  competitive  levels. 

Equitable  of  Iowa  is  a  first-rate 
company  selling  sometimes  expensive 
products.  Get  your  annuities  else- 
where. Buy  the  stock,  which  trades 
over  the  counter.  m 
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It  is  not  the  faith  of  the  American 
people  that  is  in  crisis.  It  is 
faith  in  the  nanny  state. 

Steeple  envy 


BY  MICHAEL  NOVAK 


Michael  Novak  holds  the 
George  Frederick  Jewett  chair  in  religion  and 
public  policy  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


The  millennium  must  be  nearing 
again.  Talk  of  the  end  of  the  world 
multiplies.  The  skies  will  turn  hostile, 
we  are  told,  the  seas  will  turn  fetid,  the 
air  will  become  unbreathable,  the  very 
earth  will  burn  the  soles  of  our  feet. 
There  is  something  about  the  ap- 
proaching end  of  another  thousand 
years  that  seems  to  scare  the  bejam- 
mers  out  of  the  culturally  powerful. 

Just  last  month  we  were  treated  to 
Norman  Lear  beginning  to  sound  like 
a  Hollywood  Billy  Graham:  "Let's 
face  it,  we  are  not  a  nation  enjoying  its 
material  success.  ...  A  higher  GNP,  a 
faster  computer  chip  and  interactive 
television  with  500  channels  are  not 
going  to  address  the  hole  in  America's 
heart.  .  .  .  We  need  to  rediscover  to- 
gether what  is  truly  sacred." 

To  which  oration  exactly  the  right 
reply  was  given  by  Pulitzer  Prize- 
winning  columnist  Charles  Kraut- 
hammer: "Rediscover?  For  most 
Americans  there  is  no  need  to  redis- 
cover the  transcendent.  They  live  with 
it.  It  is  called  religion." 

The  film  critic  Michael  Medved 
plays  a  game  at  Hollywood  parties. 
He  asks  Hollywood  types  how  many 
people  they  think  go  to  church  every 


week  in  America.  "No  one  I  know," 
they  often  laugh.  "No,  seriously," 
Medved  insists,  "guess."  Usually  they 
guess  about  1%;  the  highest  estimate 
he  has  heard  is  10%. 

The  correct  answer,  on  any  given 
weekend,  is  43%.  This  is  more  Ameri- 
cans than  watch  the  Super  Bowl  on 
television,  the  medium's  biggest  year- 
ly audience. 

Although  the  cultural  elite  may  not 
realize  it,  most  Americans  already 
know  what  is  truly  sacred,  and  know  it 
through  religious  traditions  for  which 
the  year  2000  will  not  be  the  first 
millennium  they  have  known. 

As  Krauthammer  points  out,  centi- 
millionaire  Norman  Lear  is  the 
founder  of  a  liberal  advocacy  group 
whose  driving  passion  is  what  they  call 
the  separation  of  church  and  state,  but 
whose  real  project  is  to  uproot  all 
traces  of  religion  from  our  common 
public  life — People  for  the  American 
Way.  Yet  he  professes  to  be  shocked 
by  "the  hole  in  America's  heart." 

The  human  heart  has  been  filled 
with  radical  questions  for  many  thou- 
sands of  years.  The  most  beautiful 
thing  in  all  of  creation  is  the  human 
person — able  to  question,  to  imagine 
and  to  create.  Religion  is  ever  born 
anew  in  the  radical  act  of  questioning 
everything  finite,  everything  worldly, 
everything  that  seems  finally  unwor- 
thy of  the  infinite  understanding  and 
love  that  restlessly  inhabits  the  human 
mind  and  heart.  Bringing  that  part  of 
the  human  person  to  daily  conscious- 
ness— teaching  us  to  lift  our  eyes  and 
hearts  so  that  we  might  act  always  sub 
specie  aeternitatis — is  what  Judaism 
and  Christianity  (and  other  world  re- 
ligions) try  to  do.  Their  aim  is  to 
prevent  us  from  frittering  away  our 
days  in  spiritual  poverty. 

Many  churches  today,  of  course, 
have  given  up  on  this  aim.  Under  the 
name  of  the  "social  gospel,"  many 


churches  have  abandoned  a  sense 
the  transcendent  in  favor  of  soc: 
reform.  Social  reform  is  a  noble  pu 
pose,  but  yet  another  welfare  progra 
does  little  to  address  the  hole 
America's  heart. 

The  occasion  of  Mr.  Lear's  sermo 
ette  was  a  defense  of  Hillarv  Clintor 
earlier  appeal  for  a  "politics  of  mea 
ing."  But  politics  is  about  who  gc 
what,  where  and  how.  It  is  aboi 
important,  but  not  ultimate  things, 
you  seek  a  spiritual  community,  a  lit 
to  a  higher  purpose,  a  renewal  of  tl 
honesty,  questioning  and  coura; 
that  are  at  the  base  of  an  ethic  worti 
of  the  human  person,  you  don't  joirl 
political  party.  You  join  a  historic, 
imperfect,  human  community  called 
church.  Most  Americans  know  thi 
Why  don't  Norman  and  Hillary? 

For  at  least  150  years  the  gre 
faith  of  our  educated  class  (or  pc 
tions  of  it,  at  least )  has  been  a  work 
dream,  a  dream  of  a  great  materr 
redistributive  state,  egalitarian  ai 
fair  and  just  and  compassionall 
Such  a  state  would  create  a  kind  I 
paradise  on  earth. 

But  the  20th  century  has  been  vc 
hard  on  this  dream.  It  led  to  mouri 
ing  deficits  and  debts,  deterioratiil 
moral  habits,  unspeakable  crimes  b| 
coming  common  and  the  inability 
many  couples  to  regard  marriage  a: 
covenant  rather  than  a  cheap  cot 
mercial/emotional  contract.  In 
welfare  states,  the  numbers  of  ch 
dren  born  outside  of  wedlock  muli 
ply.  And  accompanying  all  this 
spiritual  emptiness. 

It  is  not  the  faith  of  the  Americ 
people  that  is  in  crisis.  It  is  faith  in  t 
nanny  state.  Our  educated  elites  ne 
a  new  faith,  perhaps  even  a  very  c| 
one,  before  whose  transcending  ga; 
like  a  Rock  of  Ages,  civilizations  r 
and  tall,  politics  passes,  and  even  rfl 
lennia  tramp  dutifully  by.  I 
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Credit  Suisse  Private  Banking 


have  earned  our  clients'  trust  by  providing  the  services 
would  expect  of  an  exclusive  private  bank  -  like  con- 

)nt  personal  contact  between  customer  and  advisor, 
individualised  investment  strategies.  But  Credit  Suisse 


Private  Banking  can  also  draw  on  the  global  intelligence 
capabilities  and  sound  financial  base  of  a  leading  Swiss  full- 
service  bank.  Success  makes  life  easier...  but  also  more 
challenging;  and  we  do  more  to  keep  our  clients  at  the  top. 


 A  

Credit  Suisse  Private  Banking 


CREDIT  SUISSE 
CS 


Atlanta  •  Chicago  •  Houston  •  Los  Angeles  •  Miami  •  New  York  •  San  Francisco  •  For  U.S.  call  (212)  238-5100 
Toronto  ■  Montreal  •  Vancouver  •  For  Canada  call  (416)  351-3598 


We  not  only  want  to  be 
the  last  luxury  car  you  ever  buy, 
we  want  to  be  the  first. 


At  Infiniti  we  understand  that  while 
the  climh  to  the  top  of  the  corporate  ladder 
doesnt  happen  overnight,  your  level  of 
taste  is  pretty  much  in  place  from  the 
beginning.  For  this  reason,  we  offer  a 
range  of  luxury  automobiles  to  make  each 
rung  of  the  journey  richly  rewarding. 

From  our  G20"  luxury  sports  sedan, 
to  our  inimitably  styled  J30, *  to  the  ulti- 
mate luxury  and  control  of  our  Q45, 
we've  ensured  that  every  Infiniti  is  no  less 
than  a  touring  and  drivers  car  of  the 
highest  order. 

Heralded  performance  and  control. 
Aesthetic  pleasures  such  as  hand-selected 
leather*  And  the  first  car  line  in  the  world 
with  dual  air  bags,  seat  belt  pre-tensioners 
and  ABS  standard  on  every  model. 


Trying  to  do  justice  to  the  concept  of 
Infiniti  in  a  few  paragraphs  isn't  just  diffi- 
cult. It's  futile.  Visit  your  Infiniti  show- 
room for  a  Guest  Drive®  And  experience 
enough  luxury  to  last  a  lifetime. 

Its  everything  that's  possible? 


INFINITI 


For  the  government  to  make  things  more  "affordable" 
is  to  destroy  the  freedom  to  make  choices. 

Political  pricing 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Many  of  the  cant  words  of  politics 
are  simply  evasions  of  reality.  A  prime 
example  is  the  notion  of  making  hous- 
ing, college,  health  insurance  or  other 
things  "affordable.11 

Virtually  anything  can  be  made 
more  affordable  in  isolation,  simply 
by  transferring  resources  to  it  from 
elsewhere  in  the  economy,  and  having 
most  of  the  costs  absorbed  by  the 
U.S.  Treasury. 

The  federal  government  could 
make  a  Rolls-Royce  affordable  for 
every  American,  but  we  would  not  be 
a  richer  country  as  a  result.  We  would 
in  fact  be  a  much  poorer  country, 
because  of  all  the  vast  resources  trans- 
ferred from  other  economic  activities 
to  subsidize  an  extravagant  luxury. 

Of  course  it  might  be  nice  to  be 
sitting  at  the  wheel  of  a  Rolls-Royce, 
but  we  might  be  sitting  there  in  rags 
and  tatters,  and  gaunt  with  hunger, 
after  having  squandered  enormous 
amounts  of  labor,  capital  and  costly 
materials  that  could  have  been  put  to 
better  use  elsewhere.  That  doesn't 
happen  in  a  market  economy  because 
most  of  us  take  one  look  at  the  price 
tag  on  a  Rolls-Royce  and  decide  that 
it  is  time  for  another  Toyota. 

The  very  notion  of  making  things 
affordable  misses  the  key  point  of  a 
market  economy.  An  economy  exists 
to  make  trade-offs,  and  a  market  econ- 
omv  makes  the  terms  of  those  trade- 


offs plain  with  price  tags  representing 
the  relative  costs  of  producing  different 
things.  To  have  politicians  arbitrarily 
change  the  price  tags  so  that  prices  no 
longer  represent  the  real  costs,  is  to 
defeat  the  whole  purpose. 

Reality  doesn't  change  when  die 
government  changes  price  tags.  The 
Clinton  Administration's  talk  about 
"bringing  down  health  care  costs1'  is 
not  aimed  at  the  costly  legal  environ- 
ment in  which  medical  science  operates, 
or  odier  sources  of  needless  medical 
costs.  It  is  aimed  at  price  control,  which 
hides  costs  radner  than  reducing  them. 

Hidden  costs  continue  to  take  tiieir 
toll — and  it  is  often  a  higher  toll  than 
when  these  costs  are  freely  transmitted 
through  the  marketplace.  Less  supply, 
poorer  quality  and  longer  waits  have 
been  the  consequences  of  price  con- 
trols for  all  sorts  of  goods  and  services, 
in  all  sorts  of  societies,  and  for  thou- 
sands of  years  of  human  history. 

Why  would  anyone  think  that  price 
controls  on  medical  care  would  be  any 
different,  except  for  being  more  dead- 
ly in  their  consequences? 

One  of  the  political  excuses  for  mak- 
ing things  affordable  is  that  a  particular 
product  or  service  is  a  "right."  But  this 
is  only  explaining  one  question-beg- 
ging word  with  another. 

Although  Bill  Clinton  proclaimed  at 
the  Democratic  Convention  last  year 
that  "health  care  is  a  right,  not  a 
privilege,"  this  neat  dichotomy  ignores 
the  vast  territory  in  between,  where 
most  decisions  are  made  as  trade-offs. 

If  health  insurance  is  a  right  and  not  a 
privilege — and  not  even  a  subject  of 
incremental  trade-offs — then  die  same 
should  be  even  more  true  of  food. 
History  in  fact  shows  all  too  man}' 
instances  of  governments  trying  to 
keep  food  affordable,  usually  with  di- 
sastrous consequences. 

Whether  in  France  during  the 
1790s,  the  Soviet  Union  after  the 
Bolshevik  revolution,  or  in  newly  in- 
dependent African  nations  during  the 


past  generation,  governments  havt 
imposed  artificially  low  prices  or 
food.  In  each  case,  this  led  to  artificial 
ly  low  supplies  of  food  and  artificially 
high  lev  els  of  hunger. 

People  who  complain  about  th< 
"prohibitive"  cost  of  housing,  or  o 
going  to  college,  for  example,  fail  tc 
understand  that  the  whole  point  o: 
costs  is  to  be  prohibitive.  Why  do  vv< 
go  through  this  whole  rigmarole  o 
passing  around  dollar  bills  and  vvritim 
each  other  checks,  except  to  forc< 
everyone  to  economize  on  the  coun 
try's  inherently  limited  resources? 

What  about  "basic  necessities" 
Shouldn't  they  be  a  "right"? 

The  idea  certainly  sounds  nice.  Bu 
the  very  fact  that  we  can  seriouslj 
entertain  such  a  notion,  as  if  we  wen 
God  on  the  first  day  of  creation 
instead  of  mortals  constrained  by  th 
universe  we  find  in  place,  shows  th 
utter  unreality  of  failing  to  under 
stand  that  we  can  only  make  choice 
among  alternatives  actually  available 

For  society  as  a  whole,  nothin 
comes  as  a  "right"  to  which  we  arj 
"entitled."  Even  bare  subsistence  has  t 
be  produced — and  produced  at  a  cost  < 
heavy  toil  for  much  of  human  history. 

The  only  way  anyone  can  have 
right  to  something  that  has  to  h 
produced  is  to  force  someone  else 
produce  it  for  him.  The  more  thin§ 
are  provided  as  rights,  the  less  th 
recipients  have  to  work  and  the  moi 
others  have  to  carry  their  load. 

That  does  not  mean  more  goods  ai 
available  than  under  ordinary  mark 
production,  but  less.  To  believe  othe 
wise  is  to  commit  the  Rolls- Royce  fall 
cy  on  a  more  mundane  level. 

For  the  government  to  make  son 
things  more  affordable  is  to  ma 
other  things  less  affordable — and 
destroy  people's  freedom  to  mai 
their  own  trade-offs  as  they  see  fit, 
the  light  of  economic  realities,  rath 
than  political  visions. 

■  Trade-offs  remain  inescapab 
whether  they  are  made  through 
market  or  through  politics.  The  d 
ference  is  that  price  tags  present  all  tl 
trade-offs  simultaneously,  while  p 
litical  "affordability"  policies  art 
trarily  fix  on  whatever  is  hot  at  f 
moment.  That  is  why  cities  have  bei 
financing  all  kinds  of  boondoggles  r 
years,  while  their  bridges  rusted  ai 
their  roadways  crumbled. 
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'How  do  my  business  processes  compare?" 


lat's  what  we  hear  from  you.  Because  by  compar- 
g  your  processes  to  the  best  in  the  business,  you 
in  evaluate  and  improve  your  performance  at 
'ery  turn. 

So  we've  responded  with  an  exclusive  knowl- 
Ige  base  of  global  Best  Practices.  One  which  not 
\ly  lets  us  compare  your  processes  within  your 
vn  industry  but  against  the  best  companies  across 
e  board. 

In  our  trained  hands,  it  helps  us  gain  insight 
to  which  practices  could  best  guide  your  com- 
jmy.  So  we  can  bring  you  more  creative  ways  to 
lp  you  re-engineer  your  operations. 

It's  designed  to  be  the  most  thought-provok- 
resource  of  its  kind.  Driven  by  an  advanced 


application  of  CD-ROM  technology.  Updated 
throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge 
base  or  receive  a  free  brochure,  call  1-800-445-5556, 
today.  And  find  out  how  we  can  help  you  make 
meaningful  progress — 
on  paper  and  in  practice. 

Best  Practices. 
Putting  insight  into  practice; 


Arthur 
Andersen 


'3  Arthur  Andersen  &  Co.  All  rights  reserved. 


Arthur  Andersen  &  Co,  SC 


Why  did  Ronald  Perelman  bring  in  an  investment 
banker  to  run  National  Health  Laboratories? 

Dealing  with 
Hillarynomics 


By  Zina  Moukheiber 

James  Maher,  ex-head  of  investment 
banking  at  First  Boston  Corp.,  was 
itching  to  do  some  deals  on  his  own 
when  he  left  the  firm  last  June.  A 
dapper  43-year-old,  he  approached 
one  of  his  old  customers,  billionaire 
Ronald  Perelman,  who  owns  Revlon 
Group  Inc.  Perelman  knew  his  talents 
from  the  deft  way  Maher  had  handled 
the  sale  of  Max  Factor  for  him  and 
underwritten  a  public  offering  of 
shares  for  National  Health  Laborato- 
ries Inc. 

Perelman  gave  Maher  an  office  in 
his  elegant  town  house  suite  off  Man- 
hattan's Park  Avenue,  but  soon  came 
up  with  a  different  idea.  Would  Maher 
work  for  him?  He  needed  a  chief 
executive  for  National  Health  Lab- 
oratories. "At  first  blush,  I  sort  of 
smiled  and  said,  'Well,  why  would  I 


want  to  do  that?1  "  says  Maher.  "And 
then  I  started  to  think  about  it,  and  it 
became  more  and  more  appealing.'" 
Part  of  the  appeal  is  the  compensation 
Perelman  offered.  Maher  gets  $1.5 
million  a  year  in  salary  and  bonus.  He 
also  gets  stock  options  prospectively 
worth  $2.5  million. 

Why  an  investment  banker  to  run  a 
health  care  company?  Ronald  Perel- 
man didn't  want  Maher  to  run  the 
company.  He  wanted  him  to  expand 
it.  "We  were  looking  for  someone 
with  a  broader  corporate  reach  and 
strategic  planning  [experience]  in  an 
industry  which  clearly  is  going  to  need 
that,"  says  Perelman  sidekick  How- 
ard Gittis. 

National  Health  Laboratories,  a 
crown  jewel  of  the  Perelman  empire, 
is  20%  owned  by  Perelman's  MacAn- 

§  Jim  Maher,  the 
I  new  chief  executive 
|  of  National  Health 
Laboratories 
He'll  be  using 
his  investment 
banking  skills 
to  spot 
acquisitions 
in  the  health 
care  field. 


drews  &  Forbes  Group,  Inc.  holding 
company.  Its  business  is  clinical  test- 
ing. The  $700-million-plus  (sales) 
company  was  just  getting  out  of  hot 
water.  A  federal  agency  had  accused  it 
of  submitting  false  claims  to  Medicare 
and  Medicaid.  National  Health  de- 
cided not  to  battle  the  federal  govern- 
ment and  pled  guilty.  It  settled  with 
the  government  for  $  1 1 1  million,  and 
its  former  chief  executive,  Robert 
Draper,  is  spending  three  months  in 
the  slammer. 

National  Health  took  a  $136  mil- 
lion charge  related  to  the  settlement. 
Even  with  that  hefty  charge,  National 
Health  remained  profitable,  report- 
ing a  net  of  $40  million.  It  is  generally 
regarded  as  one  of  the  most  efficient 
companies  in  the  clinical  lab  industry, 
with  operating  margins  historically 
approaching  30% — double  the  indus- 
try's average.  It  runs  its  16  laborato- 
ries to  capacity,  processing  an  average 
of  5  million  tests  per  year  through 
each,  compared  with  an  average  of  1] 
million  to  3  million  per  lab  for  com-i 
petitors,  such  as  Allied  Clinical  Lab- 
oratories, Inc.  and  SmithKline  Bee- 
cham  Clinical  Laboratories. 

Whereas  most  competitors  try  tqi 
go  after  every  market,  from  hospitals 
to  doctors,  National  Health  concen-l 
trates  on  servicing  doctors.  Add  to  I 
this  the  fact  that  30%  of  its  business 
comes  from  billing  Medicare  and  that 
for  many  tests  Medicare  pays  more 
than  private  clients  do,  thanks  to  a  fee 
schedule  determined  by  Congress 
(So  much  for  government's  ability  tc 
contain  health  care  costs.) 

In  a  good  year  National  Health 
throws  off  $100  million  a  year  id 
surplus  cash,  and  it  has  almost  nc 
debt.  That's  where  Maher  comes  in 
His  job  is  to  put  National  Health1: 
cash  and  credit  to  work,  taking  advan 
tage  of  the  turmoil  in  health  cart 
created  by  Bill  and  Hillary  Clinton. 

If  Maher  knows  anything,  it  i 
about  acquisitions.  At  First  Boston  hi 
was  in  the  thick  of  the  buyout  frenzy 
picking  up  where  Bruce  Wasserstcii 
left  off  when  Bid-'Em-Up  Bruce  let 
First  Boston  to  set  up  on  his  own  ii 
1988.  Maher,  while  lacking  Wasser 
stein's  high  profile  and  lust  for  public 
ity,  kept  First  Boston  near  the  top  c 
the  rankings. 

National  Health  needs  acquisition 
because  it  is  clear  that,  whatever  Con 
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A  promise  two  wheels  will  replace  three,  once  your  feet  can  reach  the  pedals. 


A  promise  that  you  won't  he  the  only  one  wearing  galoshes  in  the  ram. 


A  promise  you'll  feel  as  safe  tomorrow  as  you  do  today. 


Noth  ing  binds  us  one  to  the  other  like  a  promise  kept.  Nothi  ng  divides  us  like  a  promise  broken.  At  MassMut  ual 
we  helieve  in  keeping  our  promises.  That  way  all  the  famil  ies  and  businesses  that  rely  on  us  can  keep  theirs. 

MassMutual 

©199U  Massachusetts  Mutual  Life  Insurance  Co  Springfield.  MA  01111  We  help  yOU  keep  yOU  X  prOITliseS. 


For  me,  the  joy  of  selling  bubblebath  is  to  take  extracting  oil  from  the  nut,  which  consequently 

that  profit  and  do  something  with  it.  "Trade  Not  Aid"  raises  the  value  of  the  raw  ingredient  we  use.  The 

is  a  way  of  trading  honourably  with  indigenous  com-  result  is  we  pay  them  more  for  it,  and  that  gives 

munities  in  disadvantaged  areas-not  changing  the  them  an  alternative  to  their  logging  income,  which 

environment  or  the  culture.  Instead,  we  listen  to  in  turn  protects  the  rain  forest.  That's  what  we 

what  these  people  need  and  try  to  help  them  with  it.  mean  by  helping  through  "Trade  Not  Aid." 


What  we  bring  back  with  us  are  stories- 


The  travel  I  do  is  often  dangerous.  I  am  in 


DEFENDING  THE  ENVIRONMENT.  HUNAN  RIGHTS. 
TRADIHG  HONOURABLY.  SOUNDS  A  LOT  NORE 
INTERESTING    THAH    JUST    SELLING  SOAP. 


how  they  do  things,  the  connections;  the  essen- 
tial wisdom  of  indigenous  groups.  Stories  are 
the  soul  of  The  Body  Shop. 

Customers  come  into  The  Body  Shop  to  buy  a 
hair  conditioner  and  find  a  story  about  the  Xingu 
reserve  and  the  Kayapo  Indians  who  collect  Brazil 
nuts  for  us.  We  showed  them  a  simple  process  for 


bizarre  places,  remote  places.  What  I  use  for 
that  is  the  American  Express*  Card.  There  is  no 
option;  there  is  no  debate. 

American  Express  knows  a  lot  of  stores  that 
are  good  for  your  body.  And  Anita  knows  one  that's 
good  for  your  soul.     ANITA  RODDICK, 
FOUNDER,  THE  BODY  SHOP 


National  Health  Laboratories 


He  offered  me  his  red  leather  chair 
and  said  "Congratulations,  Mr.  Chairman! 
We  were  in  the  boardroom. 


Or  was  it  The  St.  Regis  . 


An  ITT  Sheraton  Luxury  Hotel 


FIFTH  AVENUF  AT  55TH  STREET,  NEW  YORK  N  Y  10022-TEL  212753.4500,  TELEX  148368.  FAX  212.787.3447 
FOR  RESERVATIONS  CALL  TOLL  FREE  800-759-7550  OR  YOUR  TRAVEL  SPECIALIST 


A  little  green  can  make  a  big  difference  to  a  city  kid. 


3y  donating  a  little  of  your  green.  The 


Fresh  Air  Fund  can  continue  to  make 


a  world  of  difference  to  city  kids. 


child  to  the  country  for  two  weeks... 


it'll  give  a  child  memories  that'll 


last  a  lifetime.  Please  donate.  A 


little  green  from  you  now  can 


mean  a  lot  of  green  for 


them  this  summer. 


« FRESH  Hill" 


A  copy  of  the  last  financial  reports  filed  with  the  Department  of  State  may  be  obtained  by  writing  to: 
New  York  State  Department  of  State.  Office  of  Charities  Registration.  Albany  NY  1 2231 .  or  The  Fresh  Air  Fund, 
1 040  Avenue  of  the  Americas.  New  York.  NY  1 00 1 8   ©  1 993  Fresh  Air  Fund 


Computer  screen  at  NHL  facility 
NHL's  focus  is  servicing  doctors. 

gress  permits  the  Clintons  to  do,  t| 
company's  margins  will  come  undl 
pressure  next  year.  For  one  thin 
health  maintenance  organizatio 
and  physicians'  groups,  which  un 
now  made  up  only  5%  of  the  comp 
ny's  business,  will  become  a  bigg 
factor  in  health  care.  "It's  time 
change  the  focus  of  the  company 
Maher  says. 

While    David   Flaugh,  Natioi 
Health's  chief  operating  officer,  rui 
day-to-day  operations  out  of  hea 
quarters  in  La  Jolla,  Calif,  Ma 
sifts  through  deals.  He  has  his  eye 
many  of  the  nearly  5,000  small  la 
that  may  not  be  able  to  survive 
Medicare  cuts  planned  by  Congre 
He  is  also  looking  at  bigger  acqui 
tions  or  acquisitions  outside  of 
lab  business,  such  as  health  main 
nance  organizations  and  other  hea 
care  companies. 

Maher  says  his  role  at  Natioi 
Health  is  in  some  ways  similar 
charting  strategic  directions  for 
vestment  banking  clients.  "Whe 
first  went  to  work  for  General  Cii 
ma,  it  was  in  the  movie  business  anc 
Pepsi  bottling.  When  I  finished  wo 
ing  for  them,  they  were  out  of 
Pepsi  bottling  business;  and  now  th 
base  business,  instead  of  being  b 
tling,  is  publishing.  I've  been  speii 
ing  all  of  my  career  dealing  with  co 
panies  that  had  to  deal  with  char 
and  opportunities." 

By  that  Jim  Maher  doesn't  mo 
National  Health  will  get  out  of  hea 
care.  He  simplv  means  that 
doesn't  rule  out  a  total  change 
direction  within  the  industry.  H< 
determined  that  the  company  will 
one  of  the  winners,  not  one  of 
losers,  as  the  White  House  plays  R 
sian  roulette  with  the  Ameri 
health  care  system. 
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Through  Ups  And  Downs, 
Select  Portfolios  Help  You 
Pick  Apart  The  Market 


Sawy  investors  know  that  stocks  rarely  all  move 
in  unison  for  long.  Fidelity  Select  Portfolios®  are 

designed  to  help  you  isolate  and  choose  specific  indus- 
tries so  you  can  invest  for  maximum  impact  from  a 
narrow  focus. 

Tap  Into  Sector 
Performance 

Each  of  Fidelity's  36  sector  funds  targets  a 
specific  industry,  so  your  ability  to  predict  a  sec- 
tor upswing  can  translate  into  significant  returns. 
Once  you  invest  in  one  or  more  Select  Portfolios, 
Fidelity  's  fundamental  approach  to  stock  investing 
takes  over. 

The  funds  are  aggressive  in  their  search  for 
capital  appreciation,  so  share  prices  may  vary 
significantly  with  changing  market  conditions. 

Well  Send  You  All  You  Need 
To  Take  The  Next  Step 

Our  free  fact  kit  can  help  you 
make  informed  choices  about 
sector  investing.  It  includes: 
T\  ?v  \\  •  A  User's  Guide  to  Fidelity 

Select  Portfolios  with  hind 
descriptions,  performance 
records,  and  portfolio  man- 
ager overviews  for  each  fund; 
An  application  and  prospectus 
with  more  complete  information  on 
the  funds'  $2,500  minimum  initial 
investment  ($500  for  IRAs),  3%  sales  charge, 
exchange  fees  and  expenses. 

So  call  today.  Your  own  judgment  can  be  your 
most  important  resource. 
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FIDELITY  SELECT  PORTFOLIO 

AVERAGE  ANNUAL  TOTAL 

RETURN* 

(Commencement  Date) 

1  YEAR 

5  YEARS 

LIFE 

nc  ci  tun 
Ur  rUNU 

Air  Transportation  (12/85) 

16.53 

13.81 

9.21 

American  Gold  (12/85) 

25.12 

0.03 

6.63 

Automotive  (6/86) 

27.14 

16.29 

15.20 

Biotechnology  (12/85) 

-13.41 

23.56 

16.86 

Broadcast  and  Media  (6/86) 

22.56 

14.36 

15.16 

Brokerage  &  Investment  Mgmt.  (7/85) 

23.37 

17.99 

8.86 

Chemicals  (7/85) 

4.38 

12.63 

18.68 

Computers  (7/85) 

12.79 

13.62 

10.88 

Construction  and  Housing  (9/86) 

18.11 

16.05 

13.92 

Consumer  Products  (6/90) 

7.20 

NA 

16.16 

Defense  and  Aerospace  (5/84) 

8.54 

5.64 

6.27 

Developing  Communications  (6/90) 

24.37 

NA 

24.45 

Electric  Utilities  (6/86) 

25.94 

16.94 

10.16 

Electronics  (7/85) 

22.76 

14.50 

5.24 

Energy (7/81) 

23.31 

9.31 

10.43 

Energy  Service  (12/85) 

36.39 

5.65 

2.41 

Environmental  Services  (6/89) 

-2.21 

NA 

4.81 

Financial  Services  (12/81 ) 

49.13 

19.69 

17.68 

FnnH  -anrl  Anrir II ItllPfl  )7  fl^l 
rUUU  dNU  nyiltUllUic  (  i.OD) 

13.44 

20.62 

20  74 

Health  Care  (7/81) 

-17.42 

18.67 

16.41 

Home  Finance  (12/85) 

54.87 

24.96 

20.19 

Industrial  Equipment  (9/86) 

10.22 

8.78 

7.46 

Industrial  Materials  (9/86) 

9.50 

7.28 

10.10 

Insurance  (12/85) 

35.42 

21.05 

14.18 

Leisure  (5/84) 

20.22 

13.28 

18.79 

Medical  Delivery  (6/86) 

-21.10 

19.82 

10.22 

Natural  Gas  (4/93) 

NA 

NA 

NA 

Paper  and  Forest  Products  (6/86) 

6.78 

8.08 

9.73 

Precious  Metals  &  Minerals  (7/81 ) 

8.51 

-1.87 

-0.09 

Regional  Banks  (6/86) 

46.88 

25.40 

16.96 

Retailing  (12/85) 

17.49 

24.92 

20.03 

Software  &  Computer  Services  (7  35) 

27.13 

19.66 

18.15 

Technology (7/81) 

16.27 

17.01 

7.02 

Telecommunications  (7/85) 

29.07 

19.72 

19.95 

Transportation  (9/86) 

34.77 

20.75 

15.59 

Utilities  (12/81) 

27.56 

17.97 

17.24 

Fidelity 


Visit  A  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 

Investments® 


Omnium  sense.  Uncommon  results. 


♦Average  annual  total  returns  for  the  periods  ending  3/31/93  are  historical  and  include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains,  and  the 
effect  of  the  hinds'  3%  sales  charge.  For  funds  in  existence  for  over  ten  years,  the  ten -year  average  annual  total  returns  were:  Energy  =  10.09";,;  Financial  Services=  17.32%; 
Health  Care=l6.06%;  Precious  Metals  and  Minerals=-.40%;  Technology=6.70%;  litilities=  16.89%.  Share  price  and  return  will  vary  and  you  may  have  a  gain  or 
loss  when  you  sell  shares.  Past  performance  is  no  guarantee  of  future  results  Please  read  the  prospectus  carefully  before  you  invest  or  send  money.  Fidelity 
Distributors  Corporation.  2r 


There's  a  difference  in  the  insight  that  links  market 


Around  the  world,  a  wave  of  privatiza- 
tions. In  the  U.S.,  a  generation  saving  at 
only  34  percent  of  the  minimum  rate 
needed  for  a  secure  retirement.  On  a  global 
scale,  an  American  economic  recovery  lead- 
ing the  way  out  of  a  worldwide  recession. 

A  world  like  this  needs  the  unique 
financial  insights  of  Merrill  Lynch.  Our 

©1993  Merrill  Lynch  &  Co..  Inc. 


clients:  individuals,  small  and  midsize 
businesses,  institutions,  corporations  and 
sovereign  governments. 

We  are  a  company  committed  to 
long-term  client  relationships  rather  than 
short-term  transactions.  A  company  dedi- 
cated to  the  professionalism  of  its  Financial 
Consultants,  with  the  industry's  first  and 


most  advanced  system  of  training. 

A  company  that  is  nearing  the  1 
stone  of  $500  billion  of  assets  hel 
Merrill  Lynch  private  client  accc 
worldwide.  Clear  evidence  of  the  trus 
our  clients  have  placed  in  us. 

A  company  that  is  global  in  outloc 
in  its  influence  on  the  capital  market 


irket,  capital  to  companies,  people  to  opportunities. 


the  leader  in  debt  and  equity  under- 
ng  for  the  fifth  consecutive  year  in  the 
and  the  fourth  consecutive  year  world- 
,  raising  a  record  total  of  $151  billion. 
We  continue  to  enhance  our  pres- 
in  the  European  business  community, 

growing  involvement  in  privat- 
es and  cross-border  transactions.  In 


fact,  we  were  recently  named  Bank  of  the 
Year  by  International  Financing  Review. 

And  while  we've  been  in  Asia  for  over 
30  years,  we  recently  became  the  first 
American  securities  firm  to  open  an  office 
in  mainland  China. 

In  our  view,  these  successes  stem 
from  our  spirit  of  teamwork,  the  sound- 


ness of  our  advice,  our  commitment  to 
integrity.  And  our  determination  to  be  a 
trusted  advisor  to  each  and  every  client. 
We  think  it  makes  a  difference. 

The  difference  is  Merrill  Lynch. 

Merrill  Lynch 


EDITED  DY  FLEMING  MEEKS 


A  few  years  ago  most  people  looked  at  independent 
television  stations  and  saw  only  doom  and  gloom. 
Royce  Yudkoff  and  Andrew  Banks  saw  something  else. 

Opportunities 
in  TV  land 


By  Sharon  Moshavi 

Why  would  a  couple  of  smart  young 
fellows  like  Royce  Yudkoff  and  An- 
drew Banks  devote  themselves  to  ac- 
quiring television  stations?  Isn't  cable 
eating  away  at  broadcast  audiences? 
Isn't  ad  spending  in  the  dumps?  Scoffs 
Yudkoff:  "This  is  a  growth  business. 
Nothing  terribly  exotic  is  going  to 
retard  it." 

Yudkoff,  37,  born  and  bred  in  New 
York  City,  bought  his  first  radio  sta- 
tion right  after  graduating  from  Dart- 
mouth  College  in  1977.  After  earning 
an  M.BA.  from  Harvard  University 
in  1979,  he  signed  on  at  Bain  &  Co.  as 
a  consultant,  specializing  in  media 
properties.  At  Bain  he  met  Andrew 
Banks.  Banks,  now  38,  had  studied 
zoology  and  government  at  the  Uni- 
versity of  Florida  at  Gainesville,  won  a 
Rhodes  Scholarship  and  then  earned  a 
law  degree  from  Harvard  in  1982. 

By  the  late  Eighties,  Banks  and 
Yudkoff  were  tired  of  helping  Bain  & 
Co.'s  clients  run  their  businesses. 
They  wanted  to  run  their  own  busi- 
ness. They  chose  television,  partly 
because  they'd  had  a  lot  of  experience 
in  media,  and  partly  because  the  me- 
dia industry  was  in  the  thrall  of  its 
worst  downturn  in  a  half  century,  and 
prices  were  cheap. 

The  partners  raised  more  than  $10 
million  in  equity  and  set  out  to  buy 
poorly  managed,  non-network-affili- 
ated television  stations  in  medium- 
size  markets.  Their  initial  investors 
were  a  group  of  Bain  &  Co.  partners; 
Bain  Capital,  Inc.;  and  a  former  con- 
sulting client,  Jerome  Kohlberg's 
Kohlberg  &  Co. 

What  Yudkoff  and  Banks  under- 
stood was  that  local  independent  sta- 


60 


tions  (and  Fox  affiliates)  are  similar  to 
cable  franchises  in  that  they,  too,  are 
targeting  the  networks'  still  substan- 
tial 60%  share  of  the  viewing  audi- 
ences. The  partners  figured  that  if 
they  could  provide  popular  program- 
ming and  keep  their  overheads  low, 
they'd  have  a  good  shot  at  attracting 
viewers  and  advertising  dollars  away 
from  their  network-affiliated  compet- 
itors. Not  a  brilliantly  original  con- 
cept, this,  but  for  Yudkoff  and  Banks  a 
very  profitable  one. 

Banks  and  Yudkoff  s  abry  Commu- 
nications (named  from  their  initials) 
bought  its  first  station,  an  indepen- 
dent in  Baltimore,  in  March  1989. 
Over  the  next  20  months,  abry  added 
four  more — independent  stations  in 
Cincinnati  and  Kansas  City,  Mo.,  and 
Fox  affiliates  in  Birmingham,  Ala.  and 
Milwaukee.  The  total  cost:  $80  mil- 
lion, nearly  twice  the  stations'  com- 
bined revenues.  More  than  $70  mil- 
lion of  their  acquisition  money  was 
borrowed. 

Once  they  acquired  the  stations, 
Yudkoff  and  Banks  spent  more  mon- 
ey on  new  transmitters  to  boost  the 
reach  of  the  stations'  signals.  Why, 
given  that  all  their  stations  are  car- 
ried on  local  cable  systems?  Because 
in  cabled  homes,  on  average,  only 
one  set  in  three  is  hooked  up  to  the 
cable.  Ignore  the  other  sets  in  a 
home,  and  you're  forgoing  a  huge 
potential  audience. 

What  about  programming?  Banks 
and  Yudkoff  went  the  low-cost  route. 
No  $40,000-per-episode  Cosby  Show 
for  them.  Instead,  they  bought  syndi- 
cated shows  like  Hunter;  at  $4,000  an 
episode.  Thus  they  could  charge  far 
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ABRY  Communications'  Andrew  Banks  (left) 

and  Royce  Yudkoff 

"This  is  a  growth  business." 


less  for  their  advertising  time  thai 
high-overhead  network  affiliates. 

Here  are  the  results  so  far.  Oi 
average,  audience  shares  nearly  doui 
bled  at  each  of  ABRY's  stations.  Reve 
nues  at  the  five  stations  climbed  t« 
$62  million  last  year  and  are  expectec 
to  reach  $90  million  this  year.  Thei 
combined  cash  flow  rose  from  basicall 
ly  nothing— $100,000— to  $14  mil 
lion  last  year.  It  should  climb  to  near! 
$20  million  this  year.  At  ten  time 
expected  cash  flow,  the  abry  station 
are  probably  worth  close  to  $20' 
million.  Return  on  abry's  initial  equi 
ty:  around  1 ,200%.  Neither  Banks  no 
Yudkoff  will  say  how  much  of  thj 
equity  they  have  retained. 

What's  next?  In  March  abry  too 
over  management  of  an  independen 
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What  does  a  sales  rep  do  when  his  distributor 
cuts  him  off?  If  he's  Jimmy  Ridings, 
he  becomes  his  own  distributor. 

Survival 
skills 


prion  that  competes  with  its  own 
ox  affiliate  in  Milwaukee.  Somewhat 
lirroring  the  economics  of  mergers 
etween  local  newspapers,  the  ar 
ingement  lets  abry  cut  costs  at  both 
ations  by  sharing  ad  sales  and  other 
xpenses  between  them,  abry  has  an 
ption  to  buy  the  station  if  the  Feder- 
.  Communications  Commission  lifts 
s  ban  on  owning  two  TV  stations  in 
ne  market. 

Now  that  lots  of  people  can  see  the 
clevision  opportunities  Banks  and 
udkoff  saw  in  1989,  the  partners 
>uld  probably  get  very  rich  if  they 
>ok  abry  public.  But  Banks  says 
icy'' re  in  no  hurry.  "A  number  of 
inks  have  come  calling,  but  we  don't 
ave  a  pressing  need  to  do  it  [go 
ffiblic  |,"  he  says,  adding  that  in  Janu- 
ly  abry  raised  $15  million  in  fresh 
quity.  Their  new  investor:  the  en- 
owment  fund  of  their  alma  mater, 

arvard  University.  Hi 


By  R.  Lee  Sullivan 

James  Ridings  sells  ceiling  fans  and 
lamps,  lots  of  them.  In  its  fiscal  year 
ending  last  June  30,  Ridings'  Dallas- 
based  Craftmade  International,  Inc. 
sold  more  than  270,000  fans  and 
200,000  lamps,  worth  $22  million. 
Earnings:  $1.1  million,  or  31  cents  a 
share.  Profits  are  expected  to  double 
in  the  fiscal  year  about  to  end.  Now 
consider  this:  Eight  years  ago  Ridings 
was  put  out  of  business. 

Ridings,  now  43,  is  a  down-to- 
earth  Texan,  a  native  of  Waco.  Mar- 
ried at  19,  he  dropped  out  of  Baylor 
University  and  began  selling  plumb- 
ing supplies  to  mobile  home  manu- 
facturers. When  his  boss  added  ceiling 
fans  to  the  line,  he  sold  those,  too. 

In  January  1985  Ridings,  then  34, 
went  out  on  his  own.  He  teamed  up 
with  James  Ivins,  an  independent 
sales  rep  for  Litex  Industries,  a  Dallas- 
based  ceiling  fan  importer.  Together, 
Ridings  and  Ivins  began  selling  Litex 
fans  to  mobile  home  builders  in  Texas 
and  Oklahoma,  only  to  hear  a  few 
months  later  that  Litex  was  dropping 
its  mobile  home  business  to  concen- 
trate on  mass  merchants  like  Wal- 
Mart.  Suddenly  Ridings  and  Ivins 
had  30  new  customers  and  nothing 
to  sell  them. 

In  this  dark  moment  a  business  was 
conceived.  Scraping  together 
$30,000,  Ridings  and  Ivins  placed  an 
order  for  800  fans  with  a  manufactur- 
er in  Taiwan.  The  fans  sold  out  within 
a  month.  Encouraged,  Ridings  raised 
another  $45,000  by  selling  some- 
property  he  owned  in  Waco  and 
bought  more  fans.  Then  he  and  b  ins 
started  calling  around  to  other  fan 
salesmen,    including   former  Litex 


reps,  to  see  if  they'd  like  to  start  selling 
Ridings  and  Ivins'  fans.  Within  a  year 
they  had  a  sales  force  of  15  and  were 
moving  3,000  fans  a  month. 

This  was  a  low-budget  business. 
The  partners  operated  Craftmade 
from  the  living  room  of  Ivins'  Dallas 
apartment;  their  warehouse  was  a 
room  in  a  rental  storage  building. 
During  the  week  Ridings  camped  out 
with  bins  in  Dallas,  commuting 
home  to  Waco  on  the  weekends, 
where  his  wife  and  two  kids  lived. 

In  1986,  its  first  full  vear,  Craft- 
made earned  $50,000  on  sales  of  $  1 .9 
million.  If  they  were  to  get  out  of 
Ivins'  living  room,  they  would  have  to 
increase  volume.  Moving  beyond 
their  mobile  home  customers,  the 
partners  began  pitching  their  fans  to 
lighting  showrooms  and  electrical 
wholesalers.  They  also  began  design- 
ing their  own  higher-quality,  higher- 
margin  fans,  and  they  closely  moni- 
tored quality.  Example:  When  a 
showroom  complained  that  a  screw 
on  one  model  kept  coming  loose, 
Ivins  investigated  and  found  that  their 
manufacturer  had  started  making  the 
motor  housings  out  of  aluminum.  He 
flew  to  Taiwan  and  instructed  the 
manufacturer  to  switch  back  to  steel, 
which  held  the  screw  more  tightly. 

"After  that,"  says  Ivins,  "they 
didn't  change  a  single  screw  without 
checking  with  us  first." 

The  new  fans  sold  well.  In  fiscal 
1989  (ended  June  30)  Craftmade \s 
sales  hit  $10  million,  with  earnings  of 
$323,000.  But  as  often  happens  in 
fast-growing  little  businesses,  the 
owners  focused  too  much  on  reve- 
nues and  not  enough  on  working 
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"We  Make  Our  Solutions  Fit  The 
Client's  Needs,  Not  Vice  Versa. 
Clients  Appreciate  This  Novel  Concept." 


Each  clients  needs  are  different,  and  the  solutions 
to  problems  have  very  close  tolerances.  The  key  is  to 
know  your  client  and  to  be  able  to  fine-tune  your  structures 
to  the  precise  fit  that's  required. 

Shaping  our  solutions  to  fit  the  clients  needs  is 


part  of  building  relationships  that  work  to  maximum  e 
that  last,  that  are  mutually  valuable. 

That's  what  we  do  at  Chemical.  We  know  ho 
structure  the  right  solution  the  first  time,  in  a  spirit  of 
teamwork.  Because  we  can  do  this  repeatedly  across  a 


Chemical 


}f  needs,  our  clients  can  have  the  kind  of  multi- 
I  relationship  they  prefer. 

Our  broad-based  approach  produces  results.  For 
k,  Chemical  has  leadership  positions  in  loan 
itions,  trading,  treasury,  corporate  finance,  capital 


markets  and  operating  services  worldwide.  And  at  a 

time  when  others  have  retreated  from  international  arenas, 

Chemical  has  a  global  network  across  35  countries. 

Get  to  know  Chemical,  and  what  we  can  do  for 
you.  You'll  find  the  fit  precise. 

Expect  more  from  us: 


1993  Chemical  Banking  Corporation 


THE  HANSON  PHILOSOPHY. 

IT'S  ALL  HERE 
IN  BLACK  AND  TiQ2. 


At  Hanson,  we  don't  believe  company  philosophy 
should  fall  into  any  gray  areas.  You  either  have  a  direction, 
or  you  don  t. 

For  instance,  we  prefer  to  own  compaines  that  pro. 
vide  basic  goods  and  essential  services.  SLM  Chemicals,  as 
the  third  largest  supplier  of  Ti02  (titanium  dioxide  pig_ 
ment)  to  the  world,  is  a  good  example  of  our  philosophy 

Ti02  is  crucial  for  the  printing  of  magazines.  It's 
what  makes  paper  in  magazines  white.  Actually,  lt's 
used  in  just  about  anything  that  is  white  including 
paints,  ceramics  and  plastics. 

Of  course,  as  a  diversified  industrial  management 
company  we  also  own  an  impressive  array  of  businesses 
that  are 'easier  to  pronounce  than  titanium  dioxide: 
Jacuzzi  Whirlpool  Baths,  Tommy  Armour  golf  equipment, 
and  Farberware,  to  name  a  few. 

But  while  others  may  have  an  inclination  to 
impress  their  shareholders  with  household  names,  we 
prefer  to  impress  our  shareholders  with  something  far 
more  significant— our  track  record.  Which  is  considered 
one  of  the  most  enviable  in  modern  financial  history. 

For  example,  over  the  last  28  years  our  earnings  per 
share  have  grown  at  an  annualized  rate  of  19%.  While 
our  gross  dividend  yield  at  year-end  1992  was  6.3%. 

And  since  being  listed  on  the  New  York  Stock 
Exchange  in  1986,  sales  have  soared  to  $15  billion  and 
net  income  has  nearly  tripled. 

A  track  record,  we  believe,  that  is  the  result  of  a 
management  philosophy  steeped  in  common  sense. 
Which  is  why  so  many  of  our  core  businesses  are  part  of 
basic  industries  like  timber,  coal  and  building  materials. 

So  there  you  have  it  Some  good  reasons  why  Hanson 
has  always  been  a  company  run  first  and  foremost  for 
the  shareholder. 

Stated,  in  fact,  the  way  we  like  to  do  business. 

In  black  and  white. 

For  a  copy  of  our  Annual  Beport  call  1-800-8-HANSON. 


HANSON 


REGATES      CHEMICALS     CO  A  L      CONSTRUCTION  &  BUILDING  PRODUCTS  •  FOREST  PRODUCTS  •  TOBACC 


UP  &  COMERS 


James  Ridings, 
chairman  of 
Craftmade 
International 
"I  wouldn't  be 
in  this  business 
if  I  thought  it 
was  trendy." 


ipital.  During  one  particular  cash 
Krich,  Ridings  had  to  persuade  a 
lpplier  to  take  150,000  shares  of 
^registered  Craftmade  common 
ock  as  payment  for  a  $224,000  or- 
br.  Another  time,  he  and  Ivins  raced 
»  16  different  banks  before  they 
nild  come  up  with  a  $100,000  loan 
p  cover  a  working  capital  shortfall. 
kVhen  you're  growing  at  50%,"  says 
idings,  "you're  just  reacting." 
Things  went  from  bad  to  danger- 
is.  Ivins  developed  an  inner-ear 
toblem  that  prevented  him  from  fly- 
g  to  visit  accounts.  He  decided  to 
|sh  out.  To  accommodate  him,  Rid- 
Igs  raised  $1.8  million  from  private 
Ivestors  and  bought  back  Ivins' 
lares. 

To  soke  the  continuing  cash 
unches,  Ridings  needed  new  equity, 
n  the  advice  of  one  of  his  new 


investors,  he  paid  a  visit  to  penny 
stock  underwriters  Stuart- James  Co. 
(Forbes,  Aujj.  20,  1990).  Stuart 
James  had  a  long  history  of  under- 
writing flaky  companies  and  was  un 
der  investigation  by  the  Securities  & 
Exchange  Commission.  Craftmade 
was  one  of  its  few  solid  offerings.  A 
few  months  before  Stuart-James' 
doors  were  shuttered  in  late  1990,  the 
company  sold  a  third  of  Craftmade  to 
the  public  for  about  $3.4  million,  or 
$3.50  a  share. 

Ridings  used  the  equity  infusion  to 
pay  down  debt  and  buy  more  fans. 
This  enabled  Craftmade  to  expand  its 
markets.  1'he  company  now  sells  its 
fans  in  all  50  states;  Ohio  is  its  largest 
market. 

By  late  1990  Craftmade's  cash 
problems  were  behind  it  and  Ridings 
was  ready  to  add  a  second  product  to 


his  line.  He  paid  $450,000  for  a  strug 
gling  $1.8  million  (revenues)  lamp 
manufacturer  in  Dallas.  His  reps  be- 
gan pushing  the  lamps  under  the 
Craftmade  name.  This  year  lamp  sales 
are  expected  to  top  $5  million,  with 
pretax  earnings  of  $500,000. 

Richard  Edelman,  head  of  research 
at  Dallas'  Southwest  Securities,  ex- 
pects Craftmade  will  earn  close  to  $2 
million,  or  60  cents  a  share,  on  reve- 
nues of  $29  million  in  fiscal  1993 
(ending  June  30).  He  thinks  earnings 
could  hit  85  cents  a  share  in  fiscal 
1994.  Craftmade's  stock  reflects 
Edelman's  rosy  outlook.  Since  Sep- 
tember its  shares  have  risen  from  4  to  a 
recent  10.  At  that  price,  Ridings'  38% 
of  the  company  is  worth  about  $13 
million.  Not  bad  for  a  guy  whose 
distributor  cut  him  oil  barely  eight 
years  ago.  BH 
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The 

World's 
Wealthiest 


People 


Where  to  find  them 


Edited  by 
Harold  Seneker 

Reported  by 
Hiroko  Asami,  Diana  Fon£ 
Pablo  Galarza, 
Philip  Glouchevitch, 
Philippe  Mao,  Joel  Millma 


Country*  Page  Number  of  billionaires  Country  Page  Number  of  billionaires  Kazumi  Mivazawa 

Argentina  78  3  ■  Lebanon  97  2  |  '  ' 

Australia  88  1  |  Macau  80  1  |  Nina  Munk, 

Brazil  78  5  H  Malaysia  &  Singapore  85  4  ■ 


Chile     77     3  ■ 

Netherlands     100     3  ■ 

Neil  Weinberg 

Colombia     78     2  | 
Denmark    104     1  I 
France    104    9  9H 

Greece    100     3  9 
Hong  Kong     80     9  BH 

India     88     1  1 
Indonesia     85     2  1 
Italy     98    6  WM 
Japan     88   35  NH 
Korea     84     3  ■ 
Kuwait     97     1  1 

Philippines      85     2  1 
Saudi  Arabia      97     5  ■ 
I                                   Spain      99     3  ■ 

Switzerland     101     9  ■ 
1                                   Taiwan      80     6  Wtt 

Thailand      84     3  ■ 
Turkey      97     3  ■ 
United  Kingdom      98     6  81 

and  Forbes  von  Burda 

Picture  research  by 
Lorna  Bieber 

Venezuela      78     2  1 

*Plus  the  Aga  Khan  IV,  page  98. 

66 

An  index  of  billionaires  aopears  on  page  70. 
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rhose  who  would  truly  learn 
he  secrets  of  economic 
growth  would  do  well  to 
itudy  those  societies  where 
;reat  wealth  is  accumulating 
astest  in  private  hands. 

As  disillusion  with  socialism  and  other 
L  forms  of  statist  economics  spreads, 
private,  personal  initiative  is  being 
•eleased  to  seek  its  destiny.  Wealth, 
laturally,  follows. 

The  two  big  openings  to  free 
enterprise  this  decade  have  come  in  Latin 
America  and  the  Far  East.  Not 
surprisingly,  the  biggest  clusters  of  new 
millionaires  on  our  list  have  risen  from  the 
■erment  of  these  two  regions.  Eleven  new 
Mexican  billionaires  in  two  years,  seven 
nore  ethnic  Chinese. 

The  rise  of  wealth  in  Mexico  can  be 
xplained  with  one  word:  Salinastroika,  a 
op  down  reform  launched  in  1989  by 
Mexico's  President  Carlos  Salinas  de 
iortari,  who  moved  aggressively  to  build 


Billionaires 


The  100  greatest  fortunes  in  the  world 


Name/country  Net  worth 

■  ($billion) 

Walton  family/USA  $25.3 

Mars  family/USA  9.2 

Tsutsumi,  Yoshiaki/Japan  9.0 

du  Pont  family/USA  8.6 

Mori,  Minoru  and  Akira  and  family/Japan  7.5 

Gates,  William  Henry  Ml/USA  7.4 

Newhouse,  Samuel  Irving  Jr.  and  Donald  Edward/USA  7.0 

Bass,  Sid,  Lee,  Edward  and  Robert/USA  6.8 

Buffett.  Warren  Edward/USA  6.6 

Haub,  Erivan/Germany  6.2 

Haniel  family/Germany  6.2 

Rausing,  Hans  and  Gad/Sweden  6.0 

Shin  Kyuk-ho/Korea  6.0 

Albrecht,  Theo  and  Karl/Germany  5.7 

Kluge,  John  Werner/USA  5.5 

Rockefeller  family/USA  5.5 

Thomson,  Kenneth  /Canada  5.4 

Dorrance  family/USA  5.3 

Azcarraga  Milmo,  Emilio/Mexico  5.1 

Mellon  family/USA  5.0 

Cargill/MacMillan  family/USA  5.0 

Henkel  family/Germany  4.9 

Sainsbury,  David  and  family/U  K  4.7 

Paul  Sacher  and  Hoffman  family/Switzerland  4.5 

Mohn  family/Germany  4.4 


Name/country 

Net  wor 

($billio 

Quandt,  Johanna,  Susanne  and  Stefan/Germany 

$4.3 

Kwok  brothers/Hong  Kong 

4.3 

Redstone,  Sumner  Murray/USA 

4.2 

Anthony,  Barbara  Cox  and  Chambers,  Anne  Cox/USA 

4.2 

Brenninkmeyer  family/NGtherlands 

4.0 

Koc  family/Turkey 

4.0 

Hearst  family/USA 

4.0 

Haas  family/USA 

4.0 

Bettencourt,  Liliane/France 

4.0 

Busujima,  Kunio/Japan 

3.8 

Slim  Helu,  Carlos/Mexico 

3.7 

Iwasaki,  Yohachiro /Japan 

3.7' 

Arison,  Ted/USA 

3.6 

Koch  family/USA 

3.6 

Li  Ka-shing/Hong  Kong 

3.5 

Schickedanz  family/Germany 

3.5, 

Pritzker,  Jay  Arthur  and  Robert  Alan/USA 

3.4 

Finck,  August  and  Wilhelm  von/Germany 

3.3 

Irving,  James,  Arthur  and  Jack/Canada 

3.3 

Allen,  Paul  G./USA 

3.3 

Otto  family/Germany 

3.3 

Flick,  Friedrich  Karl/Germany 

3.3 

Kadoorie  family/Hong  Kong 

3.2 

Perelman,  Ronald  Owen/USA 

3.2 

DeVos,  Richard  Marvin/USA 

3.2 

For  this  exclusive  list,  multi- 
billionaires  only  need  apply. 
Elsewhere  on  these  pages 
we  report  on  billionaires  out- 
side the  U.S.  But  this  table 
of  ultimate  private  wealth, 
prepared  in  partnership  with 
our  affiliate  publication  in 
Germany,  Forbes  von  Burda, 
could  hardly  leave  out  its  35 
combined  American  for 
tunes:  They  are  not  only  over 
a  third  of  the  table;  taken 
together,  they  are  clearly 
the  richest  third. 


upon  the  earlier  reforms  initiated  by 
his  predecessor,  Miguel  de  la  Madrid. 

Many  past  Mexican  administra- 
tions treated  private  business  almost 
as  an  enemy  of  the  state;  the  Salinas 
government  enlisted  the  cooperation 
of  business.  Their  agreement,  known 
as  the  pacto  ("pact"),  was  to  conquer 
inflation  through  a  combination  of 
wage  restraint  and  voluntary  price 
controls  on  key  products.  The  payoff 
was  a  better  investment  climate  for 
Mexican  companies  and  the  privatiza- 
tion of  these  companies'  key  competi- 
tors in  the  public  sector. 

Four  years  later  it  is  clear  that  the 
pacto  worked.  Foreign  capital  invest- 
ments in  Mexican  companies  run  into 
the  billions  of  dollars.  The  North 
American  Free  Trade  Agreement,  on 
which  Salinas  expended  so  much  po- 
litical capital,  may  be  in  trouble  with  a 


protectionist- minded  Administrati 
in  Washington.  No  matter,  integ 
tion  of  the  U.S.  and  Mexican  ecoi) 
mies  is  proceeding  without  it. 

A  Mexican  newcomer  to  the  I 
lionaires  list  in  1993  is  Alfonso  Roi 
Garza  of  Monterrey,  who  acquii 
the  country's  leading  cigarette  man 
facturer,  Empresas  La  Moderria, 
the  mid-1980s.  La  Moderna  picU 
up  pieces  of  the  privatized  gove 
ment  tobacco  monopoly,  Tabam 
as  well  as  printing  and  packag: 
companies.  La  Moderna's  stock  1 
climbed  from  $7  a  share  to  over  Si 
catapulting  42-year-old  Romo  ii 
the  ranks  of  the  world's  richest  me 

Romo  is  typical  of  a  new  generati 
of  Mexican  businessmen,  runn. 
world-class  companies  ready  to  mi 
any  competition  coming  down  fr« 
El  Norte.  Like  the  South  Korean  ch 
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Name/country 


Net  worth  Name/country 
(Sbillion) 


Net  worth 
(Sbillion) 


tfan  Andei,  Jay/USA 

$3.2 

Hariri,  Rafik/Lebanon 

$2.5 

MnrHnrh  Kpith  Rnnprt/l  I^A 

3.2 

ParkarH    nauiH'l  ICA 
rdCHdlQ,  UdVlu/Uon 

9 

■1  c>  <chpi  rn  Oftn/f^prma  n\/ 
jciMiciiii,  \j iiu'  i    1 1  id  i  iy 

3  l 
o.  i 

Phirtnc  familu/l  I^A 

rnipps  idiniiy/uon 

9 

^oi/Hm  iy/^t  hh  imhprapr  fa  mi  lu/Franrp 
jcyuuu hi  jl i  iiui  i  iuci gci  idi i \\\yi 1  i  di  ilc 

3.1 

1 5di  Tarniiy/ 1  diwai i 

9  ^ 

^otl/pr  f ami lu/(^orman\/ 
jtiftcr  idniiiy/vjci  1 1 idi  iy 

3.1 

Grundig  family/Germany 

9 

Garza  and  Sada  families/Mexico 

3  n 

o.u 

Kipp,  Karl-Heinz/Germany 

2.4 

VlUrdldy  JUMILMI/  :  ! 

3.0 

Uillman    Uanm  1  A^/l  IQA 

niiiman,  nenry  Lea/uoM 

9  yl 

idKcfidrvd  idiiiny/Jd|Jdi i 

3.0 

Droniman,  cugar  ivmes  or./uoM 

9  A 

auHpr  familv/l  I^A 
_duuci  i a \i 1 ny/ 1 

3.0 

Pemt  Msnru  Rn«  1  IQ.A 

9  zl 

^tani  f  amilv/  1  a  nan 
a  Id  <  M  I  d  1 1  u  I  y  /  J  a  lj  d  1 1 

3.0 

l\i        tU  tn^l/  f^m  ilw/M  jl^iicii/QinnQnnro 
ViUcK/r\WcK  TdlTlMy/IVIdldybld/Olll^dpUlc 

9  4 

schmidt-Ruthenbeck,  Rainerand  Michael/Germany 

3.0 

Otsuka  family/Japan 

2.4 

lonolli  f am i ta Iw 
ngilCMI  Idl  1 II iy/ 1  Ld iy 

2.9 

Millikon  familv/l  IQA 

9  1 

Malia  i  irrta  KpnLirhi/lanan 
idfvdjMUd,  r\cl iMti 1 1/ Jd [Jd M 

2.9 

rdCKcr,  rxcrry/MUbudiid 

9  3 

"^prl  i  no  Rnlf/f^prmanv/ 
jci  hi ig,  r\ui i/o ci  1 1  idi  iy 

2.8 

DlUMITIIdN,  Ulldllcb/^/dl  Idud 

9  3 

"^pttu  familv/l  I^A 
jciiy  idi  i  in yi  uon 

2.8 

IVIeiLK  lalllliy/Ucll  1  Idl  ty 

9  9 

to,  Masatoshi  and  family/Japan 

2.7 

Kerkorian,  Kirk/USA 

2.2 

.ee  Shau  Kee/Hong  Kong 

2.7 

Ford  family/USA 

2.2 

Boehringer  family/Germany 

2.7 

Siemens  family/Germany 

2.2 

Ermi'rio  de  Moraes  family/Brazil 

2.7 

Porsche  family/Germany 

2.1 

Dppenheim  family/Germany 

2.7 

Merckle,  Adolf/Germany 

2.1 

\I-Rajhi  family/Saudi  Arabia 

2.6 

Crown,  Lester  and  family/USA 

2.1 

khorghuber,  Josef/Germany 

2.6 

Ohga,  Tetsuo/Japan 

2.1 

khmidheiny,  Stephan  and  Thomas/Switzerland 

2.6 

Herz  family/Germany 

2.0 

^heng  Yu-tung/Hong  Kong 

2.5 

Liem  Sioe  Liong/lndonesia 

2.0 

Vlulliez  family/France 

2.5 

Yoshimoto  family/Japan 

2.0 

»/  or  Japan's  keiretsu,  these  new 
iexican  powerhouses  tend  to  be  in- 
grated  and  self- financed,  and  always 
ell -connected  to  the  government. 
But  rather  than  fighting  the  North 
nericans,  virtually  all  of  the  new 
llionaires  have  formed  alliances  with 
jwerful  American  companies.  Beer 
ron  Pablo  Aramburuzabala  made  a 
£al  with  Anheuser-Busch,  retailer 
lrlos  Gonzalez  a  deal  with  Price 
Kib,  and  baker  Lorenzo  Servitje  a 
stribution  deal  with  Sara  Lee. 
As  Mexico  is  emerging  from  eco- 
pmic  underdevelopment,  so  is  east- 
jn  Asia.  Here  the  economic  power- 
puses  are  overseas  Chinese,  grown 
rh  in  southern  Asia,  and  moving 
kssively  into  mainland  China.  Take 
png  Kong's  43 -year-old  Ronnie 
nan.  Chan  has  made  his  Hang  Lung 
pvelopment  stand  out  among  Hong 


Kong  developers  and  is  already  a  ma- 
jor property  owner  in  Shanghai. 

"I  went  to  China  again  and  again  to 
talk  to  people  in  cities,  in  small  vil- 
lages, and  that  convinced  me  that  the 
open  economic  policy  is  pervasive  and 
irreversible,"  Chan  told  Forbes. 

New  Malaysian  billionaire  Lim 
Goh  Tong  and  new  Filipino  billion- 
aire Lucio  Tan  and  the  others  in 
Indonesia,  Singapore,  Malaysia  and 
Thailand  are  overseas  Chinese.  Al- 
though not  all  have  invested  as  heavily 
in  the  mainland  as  Ronnie  Chan,  they 
will  undoubtedly  be  willing  and  eager 
to  provide  capital  and  knowhow  to 
their  ancient  homeland. 

Outside  the  hot  spots  of  Mexico 
and  Fast  Asia,  economic  growth  is 
sluggish.  And  so  is  the  accumulation 
of  wealth.  Eastern  Europe  and  the 
Soviet  Union  may  some  day  achieve 


economic  growth.  When  they  do,  you 
can  confidently  expect  to  see  those 
areas  produce  large  fortunes.  Call  it 
what  you  will,  an  atmosphere  that 
stimulates  economic  growth  and  gen- 
eral well-being  also  leads  to  consider- 
able accumulation  of  wealth  in  private 
hands.  They  will  demonstrate  again 
that  economic  power  is  used  more 
effectively  in  the  hands  of  individuals 
than  in  the  hands  of  the  state. 

Listen,  then,  to  the  words  of  Swiss 
cement  billionaire  Thomas  Schmid- 
heiny.  Well  aware  the  tax-and-spend 
societies  of  Europe  and  the  U.S.  are 
stagnating,  he  looks  to  expand  in  the 
Far  East.  "In  this  business  you  have  to 
find  countries  that  need  to  build  an 
infrastructure,"  he  told  Forbes. 
"What  we're  really  excited  about  is 
the  Far  East.  In  20  years  all  the  money 
will  be  there  and  not  the  U.S."  Hi 
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Index  of 

foreign  billionaires 


Name/country/ /ndusfry 

Page 

Over  $5  billion 

Azcarraga  Milmo,  Emilio/Mexico/7V,  bullrings 

76 

Albrecht,  Theo  and  Karl/Germany/supermartefs 

106 

Haniel  family/Germany/food  wholesaling,  retailing 

110 

Haub,  Erivan/Germany/supermartefs 

105 

Mori,  Minoru  and  Akira  and  family/Japan/property  development 

88 

Rausing,  Hans  and  GadlSwedertl  liquids  packaging 

104 

Shin  Kyuk-ho  (a.k.a.  Shigemitsu,  Takeo)/Korea/candy,  real  estate 

84 

Thomson,  Kenneth/Canada/puW/s/wng,  retailing,  real  estate 

79 

Tsutsumi,  Yoshiaki/Japan//and,  railroads,  resorts 

88 

Over  $2  billion 

Agnelli  family/ltaly/aufos,  efc. 

98 

Al-Rajhi  family/Saudi  Arabia/banking 

97 

Beisheim,  Otto/Germany/refa/7//7g,  wholesaling 

107 

Benetton  family/ltaly/appare/ 

98 

Bettencourt,  Liliane/France/cosmef/cs 

104 

Boehringer  family/Germany/pharmaceivf/ca/s 

107 

Brenninkmeyer  family/Holland/refa/7/ng 

100 

Bronfman,  Charles/Canada///quoA 

79 

Busujima,  Kunio/Japan/pac/7/nto  machines 

92 

Cheara  va  nont  fam  i  ly/Tha  i  land/agribusiness 

84 

Cheng  Yu-tung  and  family/Hong  Kong/rea/  estate 

80 

Chung  Ju-yung  and  family/Korea/fieavy  industry 

84 

Ermirio  de  Moraes  family/Brazil/m/n/fig,  industry 

79 

Fentener  van  Vlissingen  family/Holland/o/7  &  gas,  retailing 

100 

Finck,  August  and  Wilhelm  von/Germany/fean/c/ng,  real  estate 

110 

Flick,  Friedrich  Karl/Germany//nvesfmenfs 

111 

Garza-Sada,  Bernardo  and  Garza  Laguera,  Eugenio 

and  their  families/Mexico/beer,  steel,  packaging 

77 

Gerling,  Rolf/Germa ny/ insurance 

110 

Grundig,  Chantal/Germany/e/ecfron/cs 

106 

Hariri,  Rafik/Lebanon/consfrocf/on,  investments,  banking 

97 

Henkel  family/Germany/consumer  products,  chemicals 

110 

Herz  family/Germany/coffee,  retailing 

111 

Irving,  James,  Arthur  &  Jack  /Canada/o/7,  paper  mills,  forests,  media  79 
Ito,  Masatoshi  and  family/Japan/refa/7/ng  92 
Itoyama,  Eitaro/Japan//and  88 
Iwasaki,  Yohachiro/Japan//ogg/ng,  property,  resorts,  etc.  88 
Kadoorie  family/Hong  Kong  utilities,  hotels  84 
Kamel,  Saleh  Abdullah/Saudi  Arabia/finance  98 
Kipp,  Karl-Heinz/Germany/vanefy  stores,  real  estate                    1 1 1 
Koc  family/Turkey/ conglomerate                                    '  97 
Kristiansen  family/Denmark/foys  104 
Kwek/Quek  family/Singapore  and  Malaysia/finance,  property  85 

*New  entty  this  year. 

Name/country//ndusf/y  Page 

Kwok  brothers/Hong  Kong/rea/  esfafe,  housing  80 

Lee  Shau  Kee/Hong  Kong/housing  84 

Liem  Sioe  Liong/lndonesia/fVnance,  manufacturing  85 

Li  Ka-shing/Hong  Kong/properfy  development,  diversified  80 

Merck  family/Germany/drugs,  chemicals  106 

Merckle,  Adolf /Germany/ pharmaceuticals  106 

Mohn  family/Germany/puW/sfr/ng,  recording  106 

Mulliez  family/France/Ziypermartefs  105 

Murata,  Junichi/Japan/fax,  industrial  machinery  96 

Nakajima,  Kenkichi/Japan/pacfr/nfo  machines  92 

Oetker  family/Germany/food,  beverages,  finance  110 

Ohga,  Tetsuo/Japan/puW/sfr/ng  96 

Oppenheim  family/Germany/£>an/(/ng  1 10 

Otani  family/Japan/fiofe/s  88 

Otsuka  family/Japan/p/iarmaceuf/ca/s  96 

Otto  family/Germany/ma/7  order  106 

Packer,  Kerry/Australia/med/a,  investments  88 

Porsche  family/Germany/aufos,  auto  dealerships  107 

Quandt,  Johanna,  Susanne  and  Stefan/Germany/aufos  107 

Sabanci  family/T  urkey/ conglomerate  97 
Sacher,  Paul  and  Hoffmann  family/Switzerland/ 

pharmaceuticals  101 

Sainsbury,  David  and  family/U.K./supem?ar/refs  98 

Schickedanz  family/Germany/ma/7  order  106 

Schmidt-Ruthenbeck  family/Germany/refa/7/ng,  wholesaling  107 

Schorghuber,  Josef/Germany/rea/  esfafe,  beer  1 10 

Seydoux/Schiumbergerfamily/France/fexf/7es,  film,  media  105 

Shino,  Rinji/Japan/rea/ esfafe,  leisure  88 

Siemens  family,  von/Germany/e/ecfnca/  equipment,  electronics  1 10 

Slim  Helu,  Carlos/Mexico/cong/omerafor  77 

Takenaka  family/Japan/consfri/cf/on  88 

Tsai  family/Taiwan/msurance,  construction  80 

Weston,  Garry  and  family/U. K./food  99 

Yoshimoto  family/Japan/rea/  estate  88 
Zambrano,  Lorenzo  and  Marcelo/Mexico/ cement 

Aga  Khan  Nlreligion,  investments  98 

Al-Kharafi,  Mohamed  Abdul  Mohsin/KuwaitVconsfo/cf/on, 

banking  97 

Almeida  brothers/Brazil/consfrucf/on  78 

Angelini,  Anacleto/Chile/fbod,  forestry,  retailing 

*Aramburuzabala  Ocaranza,  Pablo/Mexico/fTOtvmg  76 

Arango,  Jeronimo/Mexico/refa/7  discounting  76 

*Bailleres,  Alberto/Mexico/mm/ng,  retailing  11 

Bauer,  Heinz/Germany/puW/sfr/ng  106 
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Portable  phones  are  no  longer  luxuries.  They  are 
carried  by  people  in  every  walk  of  life.  Business  people, 
housewives,  students  and  retirees.  Carpenters  and  utility 
workers.  Anyone  who's  on  the  go  and  needs  to  stay  in 
touch.  And  the  brand  more  and  more  people  count  on 
is  NEC.  Because  every  product  that  NEC  makes,  from 
Ultralite™  laptop  computers  to  compact,  colorful 
pagers,  is  designed  to  enhance  people's  lives.  And 
they  are  backed  by  the  expertise  of 
a  world  leader  in  computers  and 
communications  technology.  /^^s 
In  businesses  large  and  small.      q  ^ 
In  public  and  private  insti-     /s  ^ 
tutions.  In  homes  across     />>  <5) 

<0y  <$>  ^/ 

the  country.  NEC  is  a 


part  of  people's  lives. 


Timers, 


For  more  information,  call  us  at  1-800-338-9549. 


in  America. 


This  is  a  line.  To  some,  it  is 

seen  as  a  constraint.  A  limitation.  A  barrier.  T 

Wind  in  the  face.  Steering  with 

many  shortcomings  added  up  to 

weight  ratio.  A  320-hors 

the  throttle.  Shift  levers  that  had  to 

so  much  driving  pleasure. 

3.0-liter,  24-valve  inline 

be  persuaded  into  > 

^             But  now  there's  a 

twin-sequential  turbocharg 

first.  More  power 

'     ~~     new  kind  of  sports  car 

the  Supra  Turbo's  power 

than  brakes.  Heaters  that  only 

dedicated  to  the  proposition  that  per- 

mated to  a  6-speed  trans 

worked  when  the  sun  shined. 

formance  and  civilized  driving  do  not 

propels  the  Turbo  from  zer< 

Sports  Cars. 

have  to  be  mutually  exclusive. 

in  4.6  seconds.*  The  same 

For  decades  drivers  wrinkled 

The  revolutionary  new  Toyota  Supra. 

delivers  220  horsepower  in 

their  suits  and  burned  their  shoes 

The  cornerstone  of  Supra's  per- 

mally aspirated  model. 

to  experience  the  irony  of  how  so 

formance  is  a  world-class  power-to- 

Handling  all  of  this  pc 

Buckle  Up!  Do  11  for  those  who  love  you.  'Car  and  Driver,  March  1995 

••Always  use  your  seatbelt.  Driver-  and  passenger-side  air  bags  are 

a  supplemental  restraint  system. 

Supra.  It's  taken  everything  sports  cars  were  before 


and  crossed  the  line. 


yle  double-wishbone  sus- 
And  when  the  need  arises 
stop  to  such  performance, 
ready  with  a  4-wheel,  4- 
Anti-lock  Brake  System 
th  ventilated  brake  rotors, 
rig  weight  down  is  the  result 
insive  weight  management 
that  maximizes  the  use  of 
)y  metals,  polymer-based 


components  and  the  kind  of  ingenu- 
ity that  achieves  a  twenty  percent 
reduction  in  carpet  weight  by  hollow- 
ing out  the  individual  carpet  fibers. 

Safety  is  treated  as  an  integral  part 
of  the  Supra  performance  philosophy. 
Standard  dual  air  bags,**  3-point  seat- 
belts  and  steel  side-door  intrusion 
beams  help  make  Supra  as  reassuring 
to  drive  as  it  is  quick  and  agile. 


Ultimately,  though,  the  real  mean- 
ing of  a  sports  car  is  found  in  the  driv- 
ing. And  that's  why,  in  designing  the 
Toyota  Supra,  crossing  the  line  was 
not  just  an  end.  It  was  a  beginning. 

Call  1-800-GO-TOYOTA  for  a 
brochure  and  the  location  of  your 
nearest  Toyota  dealer. 

"I  love  what  you  do  for  me" 

(Jg>  TOYOTA 


loior  Sales.  U.S.A.,  Inc. 


4fr 


2& 


10* 


If? 


FOR  MORE  INFORMATION 
WRITE  P.O  BOX  260. 
RIDGEFIELO  PARK,  NJ  07660,  U.S. A 
FAX  (201)229-6058 


iillionaires 


Name/country//ndusrry 

Page 

Name/country//ndusfry  Page 

Berlusconi,  Silvio/ltaly/med/a,  retailing 

98 

*Lim  Goh  Tong/Malaysia/resorts,  casinos 

85 

Bertarelli,  Fabio/Switzerland/p/rarmaceuf/ca/s 

101 

Luksic  family/Chile/m/n/ng,  beer,  railroads 

78 

Birla  family/lndia/rex//7es,  aluminum,  autos 

88 

*Losada  Gomez,  Angel/Mexico/refa/7/ng 

76 

Bosch  family/Germany/auto  parts,  household  appliances 

107 

*Macri,  Francisco/Argentma/autos 

78 

DUIIM  Idl  1 II Iji o\Ja\  \  \l Uai in II ig 

99 

Mann  family/Germany/r'efa/7/ng,  real  estate 

110 

Bouriez  famWy/France/ hypermarkets,  luxury  goods,  magazines 

105 

March  family/Spam/ 'construction,  investments,  banking 

99 

Branson,  Richard/U.K./a/W/ne,  travel,  retailing 

99 

*Masaoka  family/Japan/d/fecf  selling 

92 

Brost  family/Germany/puW/s/j/ng 

106 

*Matsuda,  Kazuoand  family/Japan/ moneylendmg 

96 

Camargo,  Sebastiao/Brazil/ 'construction,  manufacturing 

78 

Matte  family/Chile/paper,  forestry,  banking 

78 

Chan,  Ronnie  and  family/Hong  Kong/ property  development 

84 

Mausand  Nordmann  family/Switzerland/departmenr  stores 

101 

Chang  Yung-fa/Taiwan/s/i/pp/ng 

80 

*MendozafamilyA/enezuela/breiv/ng,  food  processing,  banking 

78 

Cisneros  brothers/Venezuela/consumer  products 

78 

*Molina  family/Mexico/soff  drinks,  sugar,  real  estate 

77 

Conle  family/Germany/c/iarfer  airline,  tour  operator 

111 

Moores  family/U.K./Aefa/7/ng 

99 

Dassault  family/France/a/rcraft,  electronics 

104 

Morita,  Akio/Japan/consomer  electronics 

96 

"^auiH- Woill   Mir hel/Pr^nrp/ in)/(3ctmpnt  hzinU mo 

.sCiVIU  If  CI  1 1 ,  IVIILI ICI/ 1  1  a  1  IL-C/  /  /  /  VCjLI  1 ICI IL  Uai  Inll  ig 

104 

Murayama  family/Japan/pu£)//s/?/flg 

yb 

Diehl  family/Germany/mun/f/ons,  technology 

110 

Niarchos,  Stavros/G  reece/s/7 ipping,  investments,  art 

100 

Eczacibasi,  Nejat  Ferit/Turkey/ 'pharmaceuticals 

97 

*Odebrecht  family/Brazil/consr/ucf/on,  petrochemicals 

/9 

Engelhorn  family/Germany/pftarmaceivf/ca/s 

107 

Olayan,  Suliman/Saudi  Arabia/ 'construction,  investments 

no 

98 

Escobar  Gaviria,  Pablo/Colombia/coca/ne 

78 

Pao  family/Hong  Kong/shipping,  property  development 

84 

reffer,  Leon  and  family/Brazil/pu/p  and  paper 

79 

Perez-Companc  family/Argentina/consf/ucf/on,  shipping,  telecomm 

78 

:errero  family/ltaly/candy 

98 

Peugeot  family/France/autos 

104 

:erruzzi  famUy/Walyl agro-industry,  chemicals 

98 

Reimann  family/Germany/consumer  products 

110 

Freudenberg  family/Germany/auto  parts,  textiles 

107 

Rocca  family/Argentina/consfrucf/on,  steel,  railroads 

78 

Fujita,  Den/Japan//-efa/7/ng 

92 

Rochling  family/Germany/defense,  telecomm 

110 

■  i  in  Up  fam  ilx///fiprm^  n\// ni  ihlishtno 

U 1  lr\C  laMIII¥//\JCI  1  1  la  1  iytUUUllJlllt  Ig 

106 

Rogers,  Edward/Canada/ telecommunications 

/y 

Furukawa  family/Japan/rea/  estate 

92 

*Romo  Garza,  Alfonso/Mexico/c/garef tes,  financial  services 

II 

Gonzalez  Nova  family/Mexico/refa/7/ng 

76 

Sada  family/Mexico/g/ass,  finance 

77 
II 

Soulandris  family/Greece! shipping,  real  estate,  art 

100 

Saji,  Keizoand  family/Japan///o;uo/' 

no 

yz 

Srosvenor,  Gerald  Cavendish  and  family/U.K./rea/  estate 

99 

Safra,  Edmond  and  brothers/Lebanon/toanA/ng 

Q7 

y/ 

Haefner,  Walter/Switzerland/auto  distribution,  software 

101 

Santo  Domingo,  Julio  Mario/Colombia/bee/',  financial  services 

7Q 

lo 

Haindl  family/Germany/paper 

110 

Schmidheiny,  Stephan/Switzerland/consfa/cf/on,  real  estate,  trading 

101 

Hattori  family/Japan,Vato/)es 

92 

Schmidheiny,  Thomas/Switzerland/cemenf,  construction 

101 

Hayashibara,  Ken/Japan/ pharmaceuticals,  real  estate 

92 

*Schwarz,  Dieter  and  family/Germany/sivpemwtefs 

106 

Heineken,  Alfred/Netherlands/beer 

100 

*Servitje  Sendra  family/Mexico/food  processing 

76 

Heitkampfamily/Germany/consfrucf/or) 

107 

Sophonpanich  family/Thailand/ban/c/ng 

QA 

Ho,  Stanley/Macau/cas/nos,  tourism 

84 

Swire  brothers/Hong  Kong/f/ad/ng,  airline,  real  estate 

Hsu  family/Taiwan/fexf/7es,  cement,  department  stores 

80 

Tada  family/Japan/rea/  estate  development 

QO 

yz 

sono  family/Japan/'/mpo/'fer,  wholesaler 

96 

Takei  family/Japan/tote/s,  golf  courses,  real  estate 

y^ 

/acobs,  Klaus/Switzerland/coffee,  chocolate,  temporary  employment  101 

Takei,  Yasuoand  family/Japan/money/end/ng 

QO 

yz 

lameel  family/Saudi  Arabia/auto  distribution,  real  estate 

98 

*Tan,  Lucio/Philippmes/to£)3CCO,  airlines 

OO 

innai,  Ryoichi  and  family/Japan/money/end/ng 

92 

Thyssen-Bornemisza,  Hans  Heinrich/Switzerland/arf,  manufacturing 

101 

uffali  family/Saudi  Arabia/ 'conglomerate 

98 

*Toyoda  family/Japan/autos,  real  estate 

96 

^amprad,  Ingvar/Sweden/fum/fure  retailing 

104 

Ueha  ra  f a  m  i  ly/J  a  pa  ni  pharmaceuticals 

96 

lanjanapas  family/Thailand/rea/  estate 

85 

Vestey  family/U.K  /meat 

99 

Kinoshita  family/Japan/money/end/rtg 

92 

Vuitton  family/France//uxu.,y goods 

1UO 

lirch,  Leo/Germany/mowe  distribution,  TV  programming 

106 

wang,  Yue-Lne  ii.i,.;/ laiwan/p/asr/cs 

oU 

inauf  family/Germany/6u/7d/ng  materials 

106 

Werhahn  family/Germany/ construction,  manufacturing 

1  1  A 

Joplowitz  sisters/Spain/consfrucf/on 

100 

Wertheimer,  Alain  and  family/France/pe/Yurrje,  designer  clothes 

i  rtk 

loo  family/Taiwan/ banking,  diversified 

80 

Weston,  Galen/Canada/foods,  supermarkets 

7Q 

/y 

xuok,  Robert/Malaysia/sugar,  flour  trading,  hotels 

85 

Widjaja,  Eka  Tjipta  and  family/lndonesia/piv/p<&  paper,  banking 

88 

'.atsis,  John/Greece/s/7/pp/ng,  oil,  banking 

100 

Wu  family/Taiwan/fexf/7es,  insurance 

80 

fee  family/Singapore/ftan/t/ng,  rubber  plantations 

85 

Wu,  Gordon  and  family/Hong  Kong/ 'infrastructure 

84 

r.ee  famWy/Korea/ trading,  manufacturing,  consumer  goods 

84 

Yamaguchi,  Hisakichi/Japan/cans 

96 

ileibbrand,  Willi/Germany//ni/esfmenfs 

111 

Yamauchi,  Hiroshi/Japan/wdeogames 

96 

i  iebherr,  Hans/Switzerland/ construction  equipment 

101 

Yoshida  family/Japan/z/ppers,  building  materials 

96 

<  igresti,  Salvatore/ltaly/rea/  estate,  construction,  insurance 

98 

Zobel  de  Ayala  family/Phillipines/rea/  estate  development 

85 

(New  entry  this  year. 
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MEXICO 


By  Pablo  Galarza  and  Joel  Millman 

You  CAN'T  any  longer  think  of  Mexico 
as  Third  World.  As  its  industry  be- 
comes more  advanced,  its  middle  class 
larger,  as  Mexicans  invest  at  home 
instead  of  sending  capital  abroad,  and 
foreign  capital  pours  in,  vast  wealth  is 
being  created.  Here's  a  surprise:  This 
year  we  find  13  Mexican  billionaires, 
more  than  any  other  country  except 
the  U.S.,  Germany  and  Japan.  New 
entries  are  tinted. 

Emilio  Azcarraga  Milmo 

Net  worth:  at  least  $5.1  billion 

El  Tigre,  as  he's  known,  the  richest 
man  in  Latin  America,  got  over  $2 
billion  richer  this  year  as  his  media 
empire  spread  further  throughout  the 
Spanish -speaking  world. 

His  75%-owned,  publicly  traded 
Grupo  Televisa  has  a  new  deal  with 
Hearst  Corp.  to  publish  and  distrib- 
ute Spanish-language  editions  of 
Hearst's  magazines  in  Latin  America. 
Recent  acquisitions:  America  Pub- 
lishing Group,  with  its  80  magazines; 


control  of  a  leading  Mexican  newspa- 
per. All  on  top  of  a  90%  share  of  the 
television  audience  in  Mexico.  Tele- 
visa's  news  channel,  ECO,  has  over  250 
global  news  correspondents  and 
reaches  over  50  countries;  two  soap 
operas,  dubbed  into  Russian,  are  a  hit 
in  Moscow.  And  El  Tigre,  62,  has  a 
deal  with  Barry  Diller  to  bring  retail- 
ing-via-TV  to  Mexico. 

Jeronimo  Arango 

At  least  $1.1  billion 

Arango,  67,  founded  Cifra  in  1958. 
This  conglomerate  controls  a  big 
chunk  of  the  Mexican  retail  market, 
with  7  retail  chains  and  225  outlets, 
concentrated  in  Mexico  City.  In  part- 
nership with  Wal-Mart,  it  is  currently 
opening  57  Wal-Mart-type  discount, 
department  and  warehouse  stores. 

Angel  Losada  Gomez 

At  least  $1.3  billion 

Losada,  85,  a  native  of  Spain, 
founded  his  department  store,  Gi- 
gante,  in  1962.  His  182-store 
chain  is  not  concentrated  in  the 
capital.  Losada  joined  the  coali- 
tion of  entrepreneurs  that  priva- 
tized Telefonos  de  Mexico  in 
1990;  his  38-year-old  son,  Angel 
Losada  Moreno,  sits  on  the  Tel- 
mex  board.  Losada's  U.S.  joint 
venture  partners  are  Fleming 
Cos.  and  Tandy  Corp. 


Pablo  Aramburuzabala 
Ocaranza 

Believed  over  $1  billion 

Aramburuzabala  is  a  son  of  a  co- 
founder  of  big,  privately  held  Cer- 
veceria  Modelo,  brewer  of  Coro- 
na beer.  His  wealth  became  appar- 
ent in  March,  when  Anheuser- 
Busch  offered  $477  million  for  an 
18%  stake  in  Modelo.  He's  also 
an  original  shareholder  of  Acciones 
y  Valores  (today  the  financial 
conglomerate  Banacci)  and  share- 
holder in  a  Mexican  subsidiary  of 
John  Deere. 


Servitje  Sendra  family 

Estimated  $1.1  billion 


Lorenzo 
Servitje  Sendra 
Sara  Lee  wants 
a  piece  of 
Bimbo,  too. 


In  Mexico,  "bimbo"  isn't  a  word 
that  drives  feminists  crazy.  The 
Servitje  brothers'  Grupo  Indus- 
trial Bimbo  has  about  95%  of  the 
market  for  commercial  bread, 
growing  in  popularity  as  Mexicans 
cut  back  on  tortillas.  Lorenzo 
Servitje  Sendra,  74  (chairman), 
and  Roberto,  65  (president), 
started  Bimbo  in  1945,  branched 
out  into  cookies  and  snacks.  A 
Sara  Lee  joint  venture  distributes 
U.S.  frozen  foods  in  Mexico. 


Emilio  Azcarraga  Milmo 

More  programming  hours  than  NBC. 


Gonzales  Nova  family 

$1.5  billion 

Three  sons  of  the  founder  (Carlos,  | 
75,  Jaime,  61,  and  Guillermo,  60) 
and  a  grandson  (Carlos  Gonzalez 
Zabalegui,  41 )  run  Comercial  Mexi- 
cana,  Mexico's  third- largest  retailer. 
First  Price  Club  Mexico,  a  joint  ven- 
ture with  San  Diego's  Price  Co., 
opened  in  February  1992. 


Carlos  Gonzales  Nova 

Third,  after  Arango,  Losada. 
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The  world's  biggest  independent 
Pepsi  bottler,  Grupo  Embotelladora 
Mexico,  S.A.  de  C.V.  (Gemex),  last 
year  sold  190  million  cases  of  soft 
drinks  from  eight  bottling  plants. 

The  Molinas  have  benefited 
from  Mexico's  recent  free-market 
reform  movement.  In  the  govern- 

©renzo  and  Marcelo 
)ambrano 

stimated  near  $2  billion 

larcelo,  69,  and  nephew  Lorenzo, 
paid  $1.8  billion  for  the  two 
rgest  cement  producers  in  Spain, 
aking  their  Cemex  the  fourth-larg- 
t  producer  in  the  world.  In  Mexico, 
emex  has  a  63%  market  share. 

<arlos  Slim  Helu 

t  least  $3.7  billion 
he  modest-living  Slim,  53,  is  big  in 
/o  industries  that  should  grow  with 
iexico — autos  and  telephones, 
□rough  his  holding  company, 
rupo  Carso,  he  owns  over  10%  of 
plefonos  de  Mexico,  and  his  Grupo 
ondumex  makes  auto  parts. 

lonterrey  Group 

he  Garza-Sada  clan  are  loosely 
iiown  by  this  name,  but  nowadays 
berate  so  separately  they  are  regard - 
\  by  Mexicans  as  virtually  separate 
milies.  Bv  Forbes,  too. 


ment's  privatization  program,  Enri- 
que Molina,  the  group's  head, 
bought  four  sugar  mills,  and  the 
group  now  produces  10%  of  all  the 
sugar  sold  in  this  sweets-loving  na- 
tion. They  plan  to  build  a  62-story 
office  tower  in  Mexico  City  with  a 
20 -floor  luxury  hotel  on  top. 

Bernardo  Garza  Sada, 
Eugenio  Garza  Lagiiera 
and  families 

Estimated  $2  billion  or  more 

Eugenio,  70,  runs  Valores  Indus- 
triales,  S.A.,  or  Visa,  public  holding 
company  for  beer,  soft  drinks  and 
financial  products.  Coca-Cola  will  pay 
$195  million  for  30%  of  Femsa 
Refrescos,  Visa's  soft  drink  arm. 
Femsa  will  spend  $500  million  to 
expand  operations.  Bernardo  Garza 
Sada,  63,  quietly  runs  Alfa,  the  Mexi- 
can industrial  conglomerate. 

Sada  family 

Estimated  $1  billion 

Adrian  Sada  Gonzalez,  49,  cousin  to 
the  Garzas,  runs  Vitro  S.A.,  the  Mon- 
terrey glass  manufacturing  giant,  which 
acquired  Anchor  Glass  in  the  U.S.  in 
1991 .  Sada  also  runs  Grupo  Financiero 
Banco  Serfin,  third-largest  financial 
group  in  Mexico.  He's  expected  to  bid 
on  soon-to-be-privatized  TV  stations. 


Alfonso  Romo  Garza 

Believed  far  over  $1  billion 

Alfonso,  42,  through  holding 
company  Pulsar,  runs  Empresas 
La  Moderna,  Mexico's  biggest 
cigarette  manufacturer.  He  is 
married  to  Eugenio  Garza 
Lagiiera's  niece.  Romo  owns 
75%  of  La  Moderna,  whose  only 
serious  competition  comes  from 
fellow- billionaire  Carlos  Slim's 
Grupo  Carso.  Pulsar  also  grows 
fruits  and  vegetables  for  export  to 
the  U.S. 


CHILE  == 

By  Pablo  Galarza 

The  country  that  started  Latin 
America's  economic  resurgence  with 
its  free-market  reforms  of  the  1980s 
now  serves  as  a  model  for  Third  World 
countries  seeking  to  break  the  grip  of 
poverty  and  underdevelopment. 

Anacleto  Angelini 

Estimated  $1.2  billion 

Italy- born  Angelini,  79,  owns  vast 
fishing,  lumber  and  produce  interests. 
Copec,  his  30%-owned  energy  hold- 
ing company,  joins  with  Argentina's 


Alberto  Bailleres 

At  least  $1.1  billion 

"Mr.  B"  comes  from  old-peso 
wealth.  His  father,  Raul,  was  con- 
sidered the  richest  Mexican  of  his 
time — mining  and  cattle  in  the 
states  of  Durango,  Coahuila  and 
Guanajuato.  Alberto  is  estimated 
to  own  over  50%  of  publicly  trad- 
ed mining  company  Industrias 
Peholes,  a  department  store 
chain,  and  interests  in  ranching, 
insurance  and  Banco  Central 
Hispanoamericano  of  Spain. 
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Anacleto  Angelim 

Agriculture  +  diversity  =  success. 


Perez  Companc  (sec  family)  to  hunt 
for  Argentinean  gas.  Angelini  also 
owns  a  big  chunk  of  Argentina's  lead- 
ing insurance  company. 

Matte  family 

Estimated  $1.1  billion 

Old -money  Chilean  family  controls 
La  Papelera,  the  big  pulp  and  paper 
goods  maker.  New  joint  venture  with 
Procter  &  Gamble  will  market  diapers 
and  sanitary  napkins  in  Latin  America. 


Rocca  family 

Over  $1  billion 

These  heirs  of  Mussolini's  steel  minis- 
ter are  aggressively  buying  up- Argen- 
tina's state  steelmakers  through  hold- 
ing company  Techint  Group,  a  con- 
glomerate with  international  offices. 
Patriarch  Roberto,  71,  operates  out 
of  Milan  and  Buenos  Aires. 


Francisco  Macri 

$1  billion  or  more 


He's  the  son  of  an  Italian  immi- 
grant who  rose  under  Peron  to 
build  the  major  industrial  group 
Socma.  Today  Macri,  63,  squeezes 
rivals  in  auto  parts  and  buys  pri- 
vatized gas  pipelines.  One  of  his 
three  sons,  Mauricio,  was  kid- 
napped in  1991 :  a  rumored  $6  mil- 
lion ransom  paid,  rogue  cops  and 
a  former  employee  charged. 


Luksic  family 

Estimated  at  least  $1  billion 

Brewing,  banking,  copper  owned  in 
part  through  London-based  Antofa- 
gasta  Holdings. 

ARGENTINA  

By  Pablo  Galarza  and  Joel  Millman 

A  $3  billion  trade  deficit  scares  in- 
vestors, and  the  path  to  privatization 
hasn't  been  smooth.  Yet  conversion 
to  free-market  economics  seems  irre- 
versible. Billionaires,  seeing  the  econ- 
omy growing  at  a  fast  6%  clip,  are 
enthusiastically  investing.  So  are  their 
neighbors  in  Chile,  flush  from  their 
own  booming  economy  and  looking 
for  new  opportunities. 

Perez  Companc  family 

Over  SI  billion 

Their  majority-owned  Compahia  Na- 
viera  Perez  Companc  is  Argentina's 
blue-chip  industrial  group  (U.S.  ADRs 
over-the-counter).  Also  the  country's 
largest  oil  producer. 


COLOMBIA 


By  Pablo  Galarza 

Julio  Mario 
Santo  Domingo 

Estimated  at  least  $1  billion 

Julio,  67,  controls  Avianca  Airlines 
and  Bavaria  SA.  brewery,  both  virtual 
monopolies  in  Colombia.  His  Cara- 
col  Television  is  buying  TV  program- 
mers, preparing  for  eventual  privati- 
zation of  the  federal  networks. 

Pablo  Escobar  Gaviria 

Estimated  $1  billion 

The  onetime  cocaine  kingpin  is  a 
fugitive,  relentlessly  hunted  by  "Los 
Pepes,"  a  paramilitary  organization 
led  by  families  and  friends  of  his  vic- 
tims. Escobar  is  also  hunted  by  the 
Colombian  government  and  the  DEA. 
The  price  on  his  head:  $11  million. 
We  suspect  that,  as  have  his  fellow 
drug  lords  the  Ochoa  brothers  (now 
languishing  in  jail),  Escobar  will  soon 
leave  this  list.  Perhaps,  this  earth. 


UENEZUELAbwmv 

By  Joel  Millman  and  Pablo  Galarza 

Mendoza  family 

Estimated  $1.5  billion  or  more 

Venezuela  is  hot,  so  how  about  a  nic 
cold  Polar  beer?  Meet  the  Mendoza; 
whose  Cervcceria  Polar  sells  90%  c 
the  beer  sold  in  Venezuela.  The  busi 
ness  is  now  run  by  the  widows  of  th 
founders'  two  sons,  Morela  Pachec 
de  Mendoza  and  Leonor  Gimenez  d 
Mendoza,  with  a  third  generation  i 
the  wings. 

The  Mendozas  are  huge  in  food- 
85%  of  the  arcpa  market,  Venezuela 
corn  meal  staple.  The  clan  also  cor 
trols  one  of  Venezuela's  bigge* 
banks,  Banco  Provincial.  They  ar 
expanding  food  operations  through 
out  Latin  America  via  their  Miami 
based  Savoy  Brands  International. 

Cisneros  brothers 

Over  $1  billion 

Gustavo,  48,  and  Ricardo,  44.  In  th 
U.S.,  their  Cisneros  Organizatio 
owns  the  5  5 -store  Pueblo  Interna 
tional  supermarket  chain,  Spaldin 
and  Evenflo.  Back  home  they  hav 
Venevision  (Venezuelan  media,  in 
volved  in  Azcarraga's  Univision)  an 
Pepsi-Cola  of  Venezuela. 

BRAZIL  — — T 

By  Pablo  Galarza  and  Joel  Millman 

What  should  be  the  richest  countr 
in  Latin  Anerica  sinks  from  bad  t 
worse  under  the  weight  of  corrup 
tion,  lousy  government  and  an  addic 
tion  to  inflation. 

Almeida  brothers 

Estimated  $1.2  billion 

As  Brazil's  construction  industry  stag 
nates,  C.R.  Almeida — founded  i 
1954  by  Cecilio,  63,  and  Enricc 
57 — looks  overseas  for  building  cor 
tracts  and  continues  to  expand  int 
chemicals. 

Sebastiao  Camargo 

Estimated  $1.7  billion 

Camargo  Correa,  the  fourth-large: 
industrial  group  in  Brazil,  also  cor 
struction-based,  is  now  looking  intei 
nationally  for  construction  deals.  It 
still  headed  by  its  founder,  84. 
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Mebrecht  family 

estimated  $1  billion 

;amily-owned  Odebrecht  S.A.  is 
nother  former  big  feeder  at  the 
Irazilian  government's  once 
uge  construction  trough. 


tiilio  Alves  Odebrecht 

uying  the  petrochemical  industry. 


rmirio  de  Moraes  family 

timated  $2.7  billion 

tonio,  65,  runs  Votorantim,  active 
mining,  pulp,  sugarcane,  orange 
ce,  cement  and  chemicals.  It  has 
ught  more  Brazilian  pulp  capacity. 


.eon  Feffer  and  family 

stimated  at  least  $1.4  billion 

eon  Feffer  made  it  in  pulp  and 
aper.  Brazil  has  high  hopes  for 
xports  of  cellulose  and  particle 
oard;  trees  grow  quickly  in  the 
abtropical  forests,  labor  and 
Lnd  are  cheap  and  abundant.  Now 
0,  Leon  was  born  in  czarist  Rus- 
a.  His  holding  company,  Nemo- 
effer,  S.A.,  is  also  big  in  com- 
lercial  printing,  petrochemicals. 
Company  is  run  by  65 -year-old 
>n  Max  and  three  grandsons. 


Leon  Feffer 
Brazil's 
big  man 
in  paper. 


niuinnn  —  ■  

By  Nina  Munk 

Kenneth  Thomson 

Over  $5.4  billion 

Thomson's  real  estate  arm,  Markbor- 
ough  Properties,  has  sunk  about  $200 
million  in  a  stalled  development  in 
glutted  downtown  Toronto,  and  has 
soaked  up  $400  million  in  cash  trans- 
fusions since  1990.  Thomson  has  cut 
holdings  in  Hudson's  Bay,  the  fa- 
mous department  store  chain,  to  23% 
from  65%.  Meanwhile,  publishing  gi- 
ant Thomson  Corp.  is  dumping 
newspapers — including  one-tenth  of 
its  North  American  dailies,  many  of 
them  small-town  U.S.  papers — at  a 
$170  million  writeoff.  None  of  the 
$300  million  spent  last  year  on  acqui- 
sitions went  into  new  papers. 

James,  Arthur 
and  Jack  Irving 

Total:  at  least  $3.3  billion 

Patriarch  K.C.  (Kenneth  Colin)  is 
dead  at  93.  His  three  sons,  who  never 
finished  college  and  never  worked 
outside  the  family  business,  now  over- 
see the  secretive  oil,  gas  and  timber 


300-plus  company  Irving  group.  Like 
their  father  before  them,  they  work 
12-to- 16-hour  days,  rarely  take  holi- 
days and  are  big  on  cost-cutting. 

Charles  Bronfman 

Over  $2.3  billion 

Bronfman,  62,  inherited  17%  of  Sea- 
gram, and  his  four-year-old  "Zionist 
investment"  in  Israeli  companies  has 
grown  from  $100  million  to  $450 
million. 

Edward  (Ted)  Rogers 

$1.1  billion 

With  deregulation  hitting  the  $5  bil- 
lion Canadian  long  distance  business, 
Rogers'  Unitel  Communications  has 
paired  with  AT&T  and  now  can  com- 
pete with  Bell  Canada.  And  his  cable 
TV  and  cellular  phones  thrive. 

Galen  Weston 

About  $1  billion 

Weston,  52,  has  had  a  rough  year.  But 
fortunately  a  recent  surge  in  the  To- 
ronto Stock  Exchange  increased  his 
57%  share  of  $9  billion  (sales)  George 
Weston  Ltd.,  the  food  and  grocery 
store  giant,  just  enough  to  keep  him 
on  our  list. 


UNITED  STATES 


The  U.S.  is  still  number  1 

The  greatest  concentration  of 
wealth  in  the  world  is  in  the  U.S.  So 
it's  natural  that  we  have  the  great- 
est concentration  of  billionaires:  We 
know  of  70  individuals,  plus  38 
other  billionaire  families  at  the  mo- 
ment— a  total  of  108.  That  com- 
pares with  the  203  foreign  billion- 
aires profiled  in  this  issue.  Our  full 
report  on  the  wealthiest  people  in 
the  U.S.  will  be  in  our  annual  spe- 
cial issue  on  The  Forbes  Four  Hun- 
dred, appearing  in  October. 

By  that  time,  we'll  know  wheth- 
er Warren  Buffett  has  overtaken  Bill 
Gates  as  the  richest  man  in  Ameri- 
ca. We'll  be  able  to  report  where 
Robert  Bass'  next  billion  is  com- 
ing from.  And  we'll  tell  you  about 
the  family  whose  billion  comes 
from  ice  cream  and  pizza. 
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ASIA 


HONG  KONG 
&  MACAU 


"Let  China  sleep,"  it  has  been  said. 
"For  w  hen  she  wakes,  she  will  shake 
the  world."  China  is  awake:  a  billion- 
person,  $450  billion  economy  lately 
growing  10%  plus  a  year.  Southeast 
Asia's  billionaires,  most  of  them  over- 
seas Chinese,  are  hastening  to  cash  in 
on  the  aw  akening. 


TAIWAN 


By  Michael  Schuman  and  Nina  Munk 

Commerce  continues  to  bridge  die 
ideological  gap  between  Taiwan  and 
die  People's  Republic,  where  Taiwan 
ese  businessmen  have  quietly  invested 
around  $10  billion.  Two-way  trade 
between  the  island  and  the  mainland 
is  still  officially  forbidden  but  reached 
an  estimated  $7  billion  in  1992. 

Tsai  family 

Well  over  $2.5  billion 

Taiwan's  richest.  Patriarch  Tsai  Wan- 
lin,  chairman  of  $14  billion  (assets) 
Cathay  Life  Insurance,  caused  a  stir 
last  fall  when  he  sent  a  delegation  to 
investigate  business  opportunities  in 
mainland  China.  After  the  Taipei  gov- 
ernment reportedly  cautioned  Tsai, 
68,  he  retreated.  But  Cathay  Life  has 
approval  for  an  office  in  Hong  Kong 
to  service  Taiwanese  and  others  trav- 
eling to  the  mainland — and  is  said  to 
have  a  cooperative  arrangement  with 
the  People's  Insurance  Co.  of  China 
for  handling  claims  within  China. 


Koo  family 


Over  $1.6  billion 

Jeffrey  Koo,  59,  and  his  uncle  Chen- 
fu  (C.F.),  77,  control  Chinatrust 
Commercial  Bank  (assets,  $9.5  bil- 
lion) and  serve  as  semiofficial  Taiwan- 
ese diplomats.  "I  get  information 
much  more  quickly  because  of  these 
[government]  contacts,"  smiles  Jef- 
frey, special  adviser  to  the  prime  min- 
ister. Koo  on  reconciliation  with  Bei- 
jing: "I  don't  think  Taiwan  will  ever 
merge  with  mainland  China.  If  we 
merge  with  a  country  of  over  1  billion 
people,  we  will  lose  our  identity.  We 
will  fight  to  our  last  drop  of  blood  to 
remain  independent." 


C.F.  Koo  (left)  and  Jeffrey  Koo 
Businessmen  diplomats  operating 
at  the  forefront  of  change. 

Yue-Che  (Y.C.)  Wang 

$1.6  billion 

The  founder  of  Formosa  Plastics  is 
branching  into  China:  His  Nan  Ya 
Plastics  plans  to  make  plastic  pipe  and 
window  frames.  "No  businessman  in 
Taiwan  can  ignore  China,"  says 
Y.C.'s  son  Winston,  42,  Nan  Ya  Plas- 
tics' senior  vice  president. 

Hsu  family 

At  least  $1  billion 

Their  $3  billion  (revenues)  Far  East- 
ern Group  controls  Far  Eastern  Tex- 
tile, Far  Eastern  Department  Stores 
and  Asia  Cement.  No  known  main- 
land investments,  but  they're  testing 
the  waters.  "We  can't  be  overly  opti- 
mistic," says  Douglas  Hsu,  51.  "I 
don't  know  whether  it  is  time  yet." 

Wu  family 

$1  billion 

Their  Shin  Kong  Group  has  about  a 
25%  share  of  Taiwan's  rapidly  grow 
ing  life  insurance  market.  Taipei  is 
opening  up  its  financial  markets;  U.S. 
companies,  in  particular  Aetna,  are 
eating  into  Shin  Kong's  share,  but 
volume  keeps  grow  ing. 


Chang  Yung-fa 


Over  Si  billion 

Chang,  66,  and  his  Evergreen 
Group — one  of  the  largest  container 
shipping  companies  in  the  world — is 
pawing  the  ground  for  a  piece  of  the 
unofficial,  but  substantial,  $7  billion 
annual  trade  between  Taiwan  and  the 
mainland. 


By  Nina  Munk 

Nobody  is  better  placed  to  profit 
from  the  capitalist  revolution  sweep- 
ing China  than  these  ten  billionaire 
families. 

Li  Ka-shing 

Over  $3.5  billion 


ft 

Hi 


Li  Ka-shing 
Was  lagging  in 
mainland  China 
investment; 
no  more. 


Hong  Kong's  richest  individual. 
Hutchison  Whampoa  (Li  controls 
37%)  took  a  $182  million  writedown 
in  Canada's  Husky  Oil.  But  Li,  65,  is 
doing  well  in  China,  and  a  recently 
announced  investment  in  a  Hong 
Kong  property  company  includes 
Deng  Xioping's  son.  His  satellite 
broadcast  operation,  Star  TV,  saw 
viewers  triple  in  1992,  to  11  million 
households;  there  are  a  billion  poten- 
tial viewers  in  its  broadcast  footprint. 

Kwok  brothers 

At  least  $4.3  billion 

Hong  Kong's  richest  family.  Brothers 
Walter,  42,  Thomas,  41,  and  Ray- 
mond, 40,  run  their  late  father's  Sun 
Hung  Kai  Properties,  slowly  building 
out  Hong  Kong's  largest  undevel- 
oped land  bank.  They  say  no  more 
than  10%  of  assets  will  be  in  China. 

Cheng  Yu-tung 
and  family 

Over  $2.5  billion 

Through  their  New  World  Develop- 
ment (they  own  37%),  the  Chengs 
plan  huge  residential  projects  in  Bei- 
jing and  Guangzhou.  Y.T.'s  son  Hen- 
ry, 46,  bought  the  troubled  U.S.- 
based  Ramada  hotel  chain  in  1989. 

Swire  brothers 

At  least  SI. 3  billion 

Sir  Adrian,  61,  and  Sir  John,  66, 
control  Swire  Pacific,  which  owns 
52%  of  Cathay  Pacific  Airways.  Citic, 
Beijing's  main  business  arm,  owns 
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ELECTRICAL  COMPONENTS 

Minnesota,  Wisconsin/  California 
Michigan,  Indiana,  Tennessee 


PROPORTIONING  VALVES 

Michigan 


DOOR  PANEL  SUBSTRATES 

New  Jersey 


CATALYTIC  CONVERTERS 

California 


FUEL  PUMPS 

South  Carolina 


MOLDED  PLASTICS 

Arkansas,  Florida,  Kentucky , 

Ohio,  Michigan,  Indiana, 
Illinois,  Missouri,  Tennessee 


GLASS 

Ohio,  Kentucky 


RUBBER  HOSES 

Texas,  Ohio, 
Missouri 


CYLINDER  HEADS 

Missouri 


POWER  STEERING  PUMPS 

Tennessee 


FORGED  CRANKSHAFTS 

Kentucky 


STEEL 

Illinois,  Indiana, 
Ohio,  Kentucky 


TIRES 

Oklahoma,  Tennessee, 
Alabama,  North  Carolina, 
Ohio,  Kentucky,  Virginia 


LOWER  SUSPENSION  ARMS 

Michigan 


mm 


WSBm 


no  matter 

WHICH  STATE  THEY'RE  FROM. 

EVERY  Camry  manufactured  at  our  $2  billion  Georgetown,  Kentucky  plant  is  made  with 
U.S.  parts  purchased  from  174  of  our  over  390  American  suppliers.  At  Toyota  we're 
committed  to  investing  in  the  economies  where  we  do  business.  That's  why,  since  1988, 
we've  increased  our  purchasing  of  U.S.  made  parts  by  357%  to  over  $4  billion 
per  year.  INVESTING   IN   THE   THINGS    WE   ALL    CARE   ABOUT.  TOYOTA 

For  information  on  Toyota  in  America  write  Toyota  Motor  Corporate  Services,    9  Wes  t  57th  Street,   Suite  4900,  New  York,   NY  10019. 


From  flash  photos  to  fresh  milk,  more  global  companies 


BECAUSE  Citibank  combines  the  strength  of  its  unmatched  global  presence  with  firsthand  local  ma 
knowledge  to  benefit  clients  worldwide.  BECAUSE  Citibank  has  established  an  extraordinary  re 
in  foreign  exchange,  ranked  number  one  by  customers  worldwide  for  15  consecutive  years.  B  E  C  A  U 


ik  and  Borden  choose  Citibank  than  any  other  bank, 

ik  provides  customized  cash  management  solutions  for  the 
>  largest  companies  in  more  countries  than  any  other  bank. 

AUSE  THE  CITI   NEVER  SLEEPS  CITIBANK® 


Asia 


12.5%.  They  are  jointly  developing 
real  estate  in  Hong  Kong.  With  other 
Chinese  partners,  Swire  is  building  a 
mainland  aircraft  maintenance  center. 

Gordon  Wu  and  family 

$1.4  billion  or  more 

Wu's  50%-controlled  Hopewell 
Holdings  has  nearly  finished  the  77- 
mile,  $1.2  billion  toll  superhighway 
from  Hong  Kong  to  Guangzhou,  and 
has  a  $1.2  billion  contract  for  a  sec- 
ond segment,  plus  a  $3.2  billion 
mass-transit  contract  in  Bangkok. 


Pao  family 

At  least  $1.9  billion 

The  late  shipping  magnate  Y.K.  Pao's 
four  sons-in-law  run  his  empire.  Peter  t 
Woo,  47,  controls  World  Interna-  Stanley  Ho 
tional  (Holdings)  and  Wharf  (Hold- 
ings); Wharf  is  a  leader  in  rebuilding 
Wuhan,  a  city  on  the  Yangtze  River,  as 
the  transport  hub  for  central  China. 
Austrian  Helmut  Sohmen,  53,  runs 
the  family's  private  shipping.  Shini- 
chiro  Watari,  46,  operates  a  Tokyo 
trading  company.  Aid  Edgar  Cheng, 
49,  manages  family  investments. 


Lee  Shau  Kee 

At  least  $2.7  billion 
Lee,  65,  built  Henderson  Land  De- 
velopment with  cheap  Hortg  Kong 
land  bought  long  ago.  Lately  he's 
trying  the  same  trick  in  neighboring 
Guangdong  Province.  He  has  23%  of 
Ronnie  Chan's  big  Shanghai  project. 

Kadoorie  family 

Over  $3.2  billion 

The  Kadoories  (Lord  Lawrence  is  94; 
his  only  son,  Michael,  is  52)  own  33% 
of  China  Light  &  Power  and  control 
Hong  Kong  &  Shanghai  Hotels. 
They  plan  a  new  Peninsula  Hotel  in 
Bangkok  and  may  add  another  in  Ho 
Chi  Minh  City. 


has  a  half-interest  in  a  VCR  plant 
Tianjin,  a  port  near  Beijing.  Like  md 
other  chaebol,  Samsung  is  consideril 
investing  in  Vietnam. 


At  least  $1.5  billion 

Ho,  71,  controls  Sociedade  de  Tu- 
rismo  e  Diversoes  de  Macau  (it  runs 
the  casinos  on  Macau)  and  Shun  Tak 
Holdings,  which  ferries  gamblers 
from  Hong  Kong  to  the  casinos. 


Ronnie  Chan  and  family 

$1  billion 

Chan,  43,  earned  an  M.B.A. 
from  use  in  1976,  took  over  his 
late  father's  Hang  Lung  Devel- 
opment in  1 99 1 ,  and  makes  our  list 
for  the  first  time  this  year.  Even 
while  focusing  on  Hong  Kong, 
Chan  is  moving  into  China.  "I 
went  to  China  again  and  again  to 
talk  to  people  in  cities,  in  small 
villages,"  Chan  told  Forbes. 
"That  process  convinced  me  that 
the  open  economic  policy  is  truly 
pervasive  and  irreversible." 
Chan  now  has  a  42%  controlling 
stake  in  a  huge  Shanghai  real  es- 
tate project — a  3.6-million- 
square-foot  downtown  commer- 
cial and  residential  complex. 


Ronnie  Chan 
With  an  uncle's 
help,  he  has 
rebuilt  a 
major  property 
company. 


KOREA = 

By  Pablo  Galarza 

Shin  Kyuk-ho 

Over  $6  billion 

Believed  the  wealthiest  Korean,  Shin, 
70,  made  his  fortune  not  through 
exports  but  in  real  estate  and  selling 
consumer  goods  to  his  country's  ris- 
ing middle  class.  His  Lotte  Group  is 
huge  in  both  Korea  and  Japan. 

Chung  Ju-yung 
and  family 

Over  $2  billion 

Hyundai's  77-year-old  founder  lost 
his  Ross  Perot-like  bid  last  December 
to  become  Korea's  president,  but 
Hyundai  continues  to  grow.  It  is  con- 
sidering an  auto  factory  in  China — 
not  trendy  Guangdong  or  Shanghai, 
but  in  Manchuria,  home  to  an  esti- 
mated 2  million  ethnic  Koreans  who 
speak  both  Mandarin  and  Korean, 
and  work  for  the  low  wages  Hyundai 
used  to  pay. 

Lee  family 

At  least  $1.6  billion 

Current  family  head:  Lee  Kun-hee 
Lee,  51 .  Hurt  by  rising  wages,  the  Lee 
family's  Samsung  electronics  giant 
(net  group  sales,  $49  billion)  already 


THAILAND = 

By  Michael  Schuman 

Chearavanont  family 

Over  $2  billion 


Family  head  Dhanin  Chearavanont 
Moving  big  in  China. 


Already  a  major  presence  in  Southe. 
Asia,  Charoen  Pokphand  Group 
deep  into  introducing  mass-produc 
chicken  into  the  diets  of  1 .2  billii 
mainland  Chinese.  Last  year  60% 
the  $44  million  net  income  at  Cj 
Pokphand,  the  family's  Hong  Kon 
based  public  holding  company,  can 
from  China.  Sales  there  have  mq 
than  doubled  since  1990.  The  coi 
pany  even  runs  five  Kentucky  Frii 
Chicken  outlets  in  China. 

Aren't  there  risks?  Some  analys 
expecting  China  must  slow  dow 
have  lowered  profit  projections.  Co 
will  inevitably  rise.  Then  there 
currency  problems:  In  early  June  t 
yuan  was  devalued  by  about  25%.  B 
"lowered"  operating  profit  expec 
tions  for  Pokphand  still  mean  1 5% 
20%  annual  gains.  To  this  overst 
Chinese  family  with  a  Thai  nan 
these  risks  seem  well  worth  taking. 

Sophonpanich  family 

Over  $1.5  billion 

This  overseas  Chinese  family's  ms 
asset,  25%-owned  Bangkok  Bank, 
the  largest  in  Thailand  and  one  of  t 
best  managed.  Profit  growth  was  4' 
last  year  and  55%  in  1991 .  But  even 
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lailand's  booming  economy,  prof- 
this  year  should  rise  by  only  1 3%. 
id  there's  talk  of  opening  Thai 
nking  to  foreign  competition;  that 
ly  make  things  tough. 

anjanapas  family 

.6  billion  or  more 

)t  much  good  news  for  this  family, 
korn  Kanjanapas  resigned  in  May  as 
maging  director  of  Bangkok  Land 
er  being  named  in  a  government 
:urities  investigation  for  allegedly 
npering  with  Siam  City  Bank  stock, 
d  the  family's  largest  property  de- 
opment,  a  satellite  city  outside 
ngkok,  isn't  meeting  expectations. 

AUYSIA  

SINGAPORE= 

Michael  Schuman 


vimGohTong 

.t  least  $1.6  billion 


lim  Goh  Tong,  75,  controls  the 
enting  Highlands  casino-resort, 

pout  36  miles  north  of  Kuala 
umpur.  Lim,  a  onetime  carpen- 

jr,  launched  it  in  the  mid- 

?60s,  when  he  decided  to  build  a 

Inall  family  retreat  in  the  moun- 
ins  to  escape  the  searing  summer 
:at.  He  later  bought  12,000 
res,  built  a  16-mile  access  road, 

lid — somehow — got  an  exclu- 
de gambling  license.  Lim's  main 

biding  company,  Genting  Ber- 
id,  now  has  about  $500  million 

I  cash;  group  revenues,  up  81% 
nee  1990,  are  $640  million;  prof- 
$213  million.  On  the  agenda: 
theme  park  with  roller  coasters 
id  flume  rides,  another  1 ,800 
>tel  rooms  and  a  monorail. 


Kwek/Quek  family 

Over  $2.4  billion 

In  Singapore  they're  Kweks,  in  Ma- 
laysia Queks  (the  "Q"  was  misspelled 
and  stuck);  but  altogether  they're  the 
richest.  The  Queks,  led  by  Quek  Leng 
Chan,  52,  run  Hong  Kong- based 
holding  company  Guoco  Group. 
Guoco  is  in  such  diverse  industries  as 
financial  services,  development,  gar- 
mentmaking  and  electrical  machin- 
ery, and  has  49%  of  Hoare  Govett 
Asia,  which  helps  float  stocks  on 
China's  budding  exchanges  in  Shen- 
zen  and  Shanghai.  Through  City  De- 
velopments, the  Singapore  Kweks, 
led  by  Kwek  Leng  Beng,  5 1 ,  control  a 
lot  of  local  real  estate,  and  70%  of  a 
hotel  in  China's  Xiamen  city. 

Robert  Kuok 

Well  over  $1.5  billion 

Malaysia's  "Sugar  King,"  70,  is  a 
major  shareholder  in  Beijing-con- 
trolled Citic  Pacific.  Highly  secretive 
Kuok  is  believed  to  be  heavily  invested 
in  mainland  vegetable  oil  factories, 
petrochemicals,  real  estate,  etc.  Some 
visible  holdings:  Hong  Kong-based 
Kerry  Group  and  Shangri-La  hotels. 
Kuok's  father  was  a  merchant  from 
China. 

Lee  family 

Over  $1  billion 

They  own  Malaysian  rubber  planta- 
tions and  control  Singapore's  Over- 
sea-Chinese Banking  Corp.  OCBC  al- 
ready has  two  mainland  China 
branches  (in  Shanghai  and  Xiamen) 
and  is  about  to  open  a  third  in  the  port 
city  of  Tianjin. 

PHILIPPINES  ^=Z 

By  Michael  Schuman 

Zobel  de  Ayala  family 

Over  $1  billion 

They  may  be  a  little  nervous.  Philip- 
pine President  Fidel  Ramos  has  cham- 
pioned smaller  businessmen  against 
the  old  establishment  and  monopo- 
lies; upstarts  are  appearing.  But  long 
run,  few  think  this  old-line  family  and 
its  conglomerate,  Ayala  Corp.,  need 
worry:  Its  collection  of  banking,  real 
estate,  agribusiness,  food  manufac- 
turing, telecommunications,  elec- 
tronics and  insurance  businesses  gen- 
erally look  solid. 


Lucio  Tan 

Over  $1.5  billion 

New  billionaire  Tan,  58,  made 
his  fortune  the  political  way.  His 
big  asset,  Fortune  Tobacco,  was 
a  minor  player  until  Ferdinand 
Marcos  slapped  a  hefty  tax  on 
foreign  brands  in  1975,  effectively 
pricing  them  off  the  shelf.  Tan's 
Hope  and  Champion  have  an  esti- 
mated 68%  of  the  $1.2  billion 
market.  More  recendy,  Tan  won 
control  of  Philippine  Airlines, 
the  national  carrier,  in  a  power  play 
against  one  of  the  Philippines' 
old  wealthy  families,  the  Cojuang- 
cos.  The  establishment  is  not 
happy  about  this  upstart  overseas 
Chinese.  How  close  is  he  to  Pres- 
ident Ramos?  Just  wait  and  see. 


Lucio  Tan 

He  has  some  of  the  beer  market,  too. 


INDONESIA = 

By  Michael  Schuman 

Liem  Sioe  Liong 

Well  over  $2  billion 
Liem's  Salim  Group  is  practically  in- 
dispensable in  Indonesia.  Salim's  In- 
docement  claims  over  40%  of  the 
cement  market;  Bogasari  controls 
85%  of  flour  milling;  the  Indofood 
group,  90%  of  instant-noodle  sales — a 
popular  product.  And  Liem,  77,  the 
richest  man  in  Indonesia,  has  been 
closely  tied  to  President  Suharto  since 
the  1950s.  Nice  position  in  an  econo- 
my expected  to  grow  faster  than  6%  a 
year.  "He  keeps  a  low  profile  but 
makes  a  big  profit,"  quips  an  analyst. 


By  Michael  Schuman 
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AmericanAirlines 

Something  special  in  the  air." 


EkaTjiptaWidjaja 
and  family 

At  least  $1.7  billion 

Widjaja,  70,  controls  Sinar  Mas 
Group,  which  has  major  interests  in 
banking  and  pulp  and  paper.  A  son, 
Oei  Hong  Leong,  45,  runs  the  fami- 
ly's Hong  Kong-based  China  Strate- 
gic Investment,  which  has  already  in- 
vested some  $447  million  in  15  joint 
ventures  in  mainland  China. 

INDIA  Z== 

By  Michael  Schuman 

Birla  family 

Estimated  over  $1.5  billion 

Once  fiercely  protectionist,  India  is 
opening  up  a  little:  reducing  red  tape 
a  bit,  making  the  rupee  convertible  for 
trade,  slashing  tariffs,  encouraging 
foreign  investment.  This  is  great  for 
the  Indian  economy  but  not  for  all  of 
India's  business  moguls.  Chandra- 
kant  Birla,  38,  runs  Hindustan  Mo- 
tors, a  relic  that  still  makes  clunky 
Ambassador  passenger  sedans  using  a 
1950s  design  that  spews  noxious 
fumes  and  guzzles  gas.  His  moneylos- 
ing  company  has  good  reason  to  fear 
better,  cheaper  foreign  cars.  For  cous- 
in Aditya  Birla,  49,  opening  up  is  less 
of  a  threat.  Aditya's  cement  and  tex- 
tile companies,  Grasim  Industries  and 
Indian  Rayon,  are  competitive  and 
unafraid  of  what  relatively  free  trade 
brings. 


JAPAN  REAL  ESTATE 


By  Neil  Weinberg,  Hiroko  Asami  and  Kazumi  Miyazawa 


AUSTRALIA! 

By  Nina  Munk 


Kerry  Packer 

Over  $2.3  billion 

What  do  you  do  with  $1 -billion-plus 
cash  on  hand?  He  put  $400  million 
into  troubled  Westpac  Banking,  Aus- 
tralia's oldest  bank,  most  since  sold 
for  about  a  $70  million  profit.  He  also 
put  some  $50  million  into  newspaper 
group  John  Fairfax  Holdings.  Some 
think  Packer  wants  control  of  Fairfax. 
But  media  ownership  law  would  force 
him  to  sell  TV  operator  Nine  Network 
stock.  Packer,  55,  is  said  to  be  spend- 
ing ever  more  time  relaxing  since  he 
suffered  a  near  fatal  heart  attack  in 
1990.  Son  James,  25,  is  being 
groomed:  "Not  like  his  dad,"  says  an 
insider.  "He's  a  nice  guy." 


Yoshiaki  Tsutsumi 

$9  billion  or  $22.5  billion 

The  richest  businessman  in  the  world, 
Tsutsumi,  59,  opened  his  new  Maku- 
hari  Prince  Hotel  early  this  year  with 
panache:  big  politicians,  famous  en- 
tertainers, and  members  of  his  cham- 
pionship Seibu  Lions  baseball  team 
on  hand.  All  this  in  a  market  for 
properties  that  one  industry  analyst 
calls  "soft  to  bottomless." 

But  not  to  worry.  Even  as  real  estate 
values  shrink,  his  Seibu  Railway  stock 
has  risen  nearly  50%  in  about  a  year. 
And  he  should  benefit  from  the  1998 
Winter  Olympics  in  Nagano — where 
Seibu  group  just  happens  to  own 
scores  of  resort  attractions.  How 
much  is  he  worth?  His  visible  40%  of 
family  holding  company  Kokudo  is 
about  $9  billion.  But  if,  as  sources 
insist,  he  secredy  owns  it  all,  he's 
worth  $22.5  billion. 


Yoshiaki  Tsutsumi 

$9  billion — and  top  connections. 

Minora  and  Akira  Mori 
and  family 

Estimated  $7.5  billion 

Having  taken  over  their  late  father's 
real  estate  empire  this  year,  Minoru, 
58,  and  Akira,  56,  wresde  with  the 
harsh  realities  of  the  market.  "We're 
now  in  the  fog,"  admits  Akira.  Min- 
oru thinks  the  office  market  is  unlikely 
to  stabilize  for  two  to  three  years; 
rents  may  not  rise  for  half  a  decade. 


Yohachiro  Iwasaki 

Estimated  $3.7  billion 

Still  chairman  of  Iwasaki  Sangyo 
91,  he  owns  resorts  and  other  intti 
ests  in  southern  Japan,  Australia  ai 
Mexico.  Son  Fukuzo,  68,  and  gran 
son  Yoshitaro,  39,  help  run  things. 

Otani  family 

Over  $3  billion 

Facing  vacant  rooms  and  dwindli 
reservations  for  lucrative  parties- 
big  business  for  Japanese  hoteliers 
the  Otanis  saw  their  pretax  incoi 
drop  more  than  30%  last  year.  Th 
New  Garden  Court  office  building 
Tokyo,  opened  in  February  1991 
1 7%  vacant  now. 

Takenaka  family 

$3  billion 

This  centuries-old  construed' 
group,  led  by  flagship  Takenaka  K 
muten,  expects  1993  profits  to 
down  by  26%.  Vast  public  woi 
won't  offset  the  private  sector  declii 
Recovery  is  expected  to  be  years  aw 

Rinji  Shino 

$2  billion 

This  84-year-old  Francophile  lea^ 
management  of  most  of  his  real  est; 
interests  to  his  daughter,  Shigeko,  a 
Chateau  Shino,  in  Bordeaux,  sh 
5,000  bottles  of  wine  a  year  to  stcl 
his  Osaka- based  French  restaurant 

Yoshimoto  family 

$2  billion 

In  Osaka,  Japan's  second-largest  cj 
the  land  crash  seems  at  least  as  harsh: 
Tokyo's.  But,  for  these  financk 
sound,  longtime  owners  of  key 
estate — the  Osaka  Hilton  is  a  u 
ant — that's  not  all  bad.  A  land 
introduced  last  year  is  based  on  Ian 
value.  Which  means  falling  values  a 
mean  falling  tax  payments. 

Eitaro  Itoyama 

$2  billion 

Voted  out  of  parliament  three  yej 
ago,  Itoyama,  now  51,  has  kept  bv 
"I  invested  100  billion  yen  in 
Tokyo  Stock  Exchange."  Not  a  grj 
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Lease  The  Lincoln  Town  Car  And  Enjoy 
One  Of  The  World's  Most  Spacious  Interiors. 

STANDARD  FEATURES: 

•  Driver  and  right-front  passenger  air  bag  Supplemental  Restraint  System" 

•  4.6-liter  V-8  engine 

•  Sequential  multi-port  electronic  fuel  injection 

•  4-wheel  disc  anti-lock  brake  system 

•  6-way  power  driver  and  passenger  seats 

•  Remote  keyless  and  illuminated  entry  systems 

•  Remarkably  quiet  ride 

•  And  much  more 


$499 

PER  MONTH,  24-MONTH  LEASE" 


Refundable  security  deposit  s500.00 

DOWN  PAYMENT  s2,050.00 

First  month's  payment  s499.00 

Total  due  at  lease  inception   s3,049.00 


ffi  LINCOLN 

What  A  Luxury  Car  Should  Be 


♦Always  wear  your  safety  belt.  **  1 993  Town  Car  Executive  Series  M.S.R.F.  535,025,  excludes  title,  taxes,  license  fee.  California  emissions  excluded.  Lease  payment 
based  on  average  capitalized  cost  of  90.17%  of  M.S. R. P.  for  24-mo.  closed-end  Red  Carpet  Leases  purchased  nationally  from  9/92-3/93.  Total  amount  ot  monthly 
payments  is  SI  1,976.  Some  payments  higher,  some  lower.  See  dealer  for  payment/terms.  Lessee  may  have  option  to  buy  car  at  lease  end  at  price  negotiated  with  dealer  at 
signing.  Lessee  responsible  tor  excess  wear/tear  and  mileage  over  30,000  at  eleven  cents  per  mile.  Credit  approval/insurability  determined  by  Ford  Credit.  Take  new  retail 
delivery  from  dealer  stock  by  7/5/93. 


Imagine  being  able  to 
instantly  move  a  four-ton  elephant 
thousands  of  miles 
through  a  copper  wire. 


It  would  be  a  fairly  amazing  feat.  A  materials,  and  from  blueprints  to  buildin 


huge  pachyderm  sent  thousands  of  miles  you  can  see  it,  you  can  send  it. 


over  an  ordinary  phone  line.  And  in  half 


the  time  it  takes  to  read  this  ad 


It's  possible.  With  the  new 


Picasso™  Still-Image  Phone 


from  AW. 


By  capturing  and  sending  still 


And  it's  as  easy  to  use  as  any  <j 


nary  phone.  Once  your  ii 


is  captured  from  a 


corder,  electronic  came 


document  camera,  you  si 


press  a  button,  and  in  seconds  the  ii 


images,  the  Picasso  Still-Image  Phone  allows  appears  in  full  color  on  the  phone  at  the 


you  to  transmit  broadcast-quality  pictures  over  end.  Suddenly  your  teleconference  is  upgrad 


ordinary  analog  phone  lines. 


an  image  conference. 


From  advertising  layouts  to  educational 


Furthermore,  unlike  some  other 


image  communication  and  clarity  of  a  television  picture. 


equipment,  the  Picasso 


ie  firs!  step  is  to  capture 
i  image  of  your  subject. 


Which  means  no  more  vague  conver- 


Phone  has  simultaneous  sations  full  of  words  like  "imagine."  No  more 


voice  and  image  capa-  guessing  what  something  looks  like  from 


ty.  So  you  can  present  visuals  without  a  rough  black-and-white  fax.  And  no  more 


rruptions.  And  since  it  uses  conventional  wasting  time  and  money  sending  unnec- 

(actual  picture)  (actual  picture) 

phone  lines,  you  pay  essary  overnight 


e  the  image  is  inside  the  phone 
you  can  send  it  to  another. 


only  for  a  normal  packages. 


I.  -  M 


In  seconds,  the  image  is  received 
on  the  monitor  of  whomever  you 
call.  Whether  they  're  across  town  or 
thousands  of  miles  away. 


be  call  and  send  the  pictures  for  free. 


If  the  Picasso  Still-Image  Phone  sounds  gcx 


With  a  Picasso  Still-Image  Phone,  you  get  to  you,  call  1  800  225-3000  and  we'll  arrange  a 


mmediacy  of  a  phoneScall  with  the  color         demonstration.  After  all,  seeing  is  believing. 


Picasso. 

fSTILL-IMAGE  PHONE 


AT&T 


move,  considering  the  market  has 
plunged  34%  since  he  started.  He  sold 
an  Osaka  property  for  a  $174  million 
profit  to  recoup  part  of  his  losses. 

Ken  Hayashibara 

$1.7  billion 

At  51,  he  oversees  his  110-year-old 
namesake  group,  maker  of  substances 
used  on  cancer  and  hepatitis.  But 
most  of  his  wealth  is  in  local  real 
estate,  about  100  miles  west  of  Osaka. 

Tada  family 

$1.6  billion 

Katsumi  Tada,  48,  develops  Japan's 
famous  "urban  farmland,"  e.g.,  va- 
cant investment  lots  planted  to  get  a 
big  tax  benefit.  A  good  business  in  an 
otherwise  miserable  market:  sales  up 
40%  last  year,  pretax  net  up  20%. 


By  Neil  Weinberg,  Hiroko  Asami 
and  Kazumi  Miyazawa 


Hattori  family 

Believed  over  $1  billion 
Watch  and  computer  maker  Seiko 
Epson  has  a  deal  with  Digital  Equip- 
ment for  a  DOS/v  network  system  that 
handles  Japanese  characters. 


Takei  family 

$1  billion 

Patriarch  Hirotomo  Takei,  72,  is  the 
biggest  convicted  tax  cheat' in  Japa- 
nese history — so  far — and  currently 
considered  the  world's  richest  jail- 
bird. His  hotels  and  resorts  are  taking 
it  on  the  chin,  too.  Weak  cash  flow 
and  an  empire  of  largely  illiquid  assets 
make  for  potential  danger. 

Furukawa  family 

$1  billion 

Tamesaburo  Furukawa  died  in  May  at 
age  103,  leaving  control  of  his  72- 
year-old  Herald  Group  to  grandson 
Tameyuki.  The  family  company  im- 
ports films,  manages  theaters  and  res- 
taurants and  runs  a  ski  resort;  there's 
also  an  art  museum,  plus  vast  forest 
and  other  rural  property. 


Keizo  Saji  and  family 

Estimated  at  least  $1.4  billion 

His  whiskey  maker  Suntory  feels  ha 
times:  Drinking  tabs  are  down  in  ba 
and  restaurants.  The  company  earn< 
just  $43  million  last  year  on  sales 
$6.6  billion.  Other  things  hurt,  too: 
longtime  partnership  with  Anheust 
Busch  to  sell  Budweiser  in  Japan  h 
fizzled.  Anheuser-Busch  has  switch' 
to  a  90%-owned  joint  venture  wi 
Suntory  competitor  Kirin  Brewei 
Perhaps  Saji,  73,  is  feeling  his  age. 


Masaoka  family 

$1.3  billion  or  more 

Cecile  Co.,  Japan's  largest  mail- 
order firm,  went  public  in  April  at 
price  that  lands  this  family,  led  by 
Cecile's  head,  Michikazu  Ma- 
saoka, 53,  on  our  list.  A  third  of 
Japan's  families  have  used  the  firm 


JAPAN  INDUSTRY 


Kunio  Busujima 

$3.8  billion 

Kenkichi  Nakajima 

$2.9  billion 

Kunio,  68,  founder  of  Sankyo,  one  of 
Japan's  top  makers  of  pachinko  ma- 
chines, now  has  a  U.S.  partner,  Inter- 
national Game  Technology,  that 
wants  to  sell  slot  machines  in  Japan 
through  Sankyo's  sales  network. 
Without  a  Sankyo,  forget  this  market: 
Regulations  force  licensing  patents 
owned  by  the  gaming  industry  cartel. 

Nakajima,  72,  at  Heiwa,  another 
giant  in  pachinko,  faced  a  $435  mil- 
lion tax-evasion  charge,  and  paid  a 
$243  million  fine — under  protest. 
The  fine  won't  break  him. 


Kenkichi  Nakajima 

Still  fighting  a  $243  million  rap. 


Masatoshi  Ito  and  family 

Over  $2.7  billion 

Ito's  hugely  successful  Ito-Yoka< 
general  merchandise  and  7-Elev 
convenience  store  chains  rescued 
Eleven's  American  parent  from  bar 
ruptcy  two  years  ago.  Last  Octot 
Ito  decided  to  call  it  quits  at  age  ( 
after  a  flap  over  hush  money  to  Jad 
nese  hoodlums  who  threaten  to  d 
rupt  shareholders'  meetings.  Btl 
right-hand  man  stands  in  for  nc 
eldest  son,  Yasuhisa  Ito,  39,  a  v| 
president,  may  be  next. 

Yasuo  Takei  and  family 

Estimated  $1.3  billion  or  more 

Ryoichi  Jinnai  and  famil; 

Believed  $1  billion  or  more 

Kinoshita  family 

Estimated  $1.3  billion 

These  three  Japanese  billionaire  fa 
ilies  lend  to  consumers,  formerly 
near-usurious  rates — sarakin,  as 
Japanese  call  them,  is  akin  to  "Id 
shark."  Takei,  63,  runs  the  biggc 
Takefuji.  Jinnai,  67,  set  up  Promi 
the  Kinoshitas  own  Acorn.  Recessi 
has  been  good  for  the  sarakin,  w 
have  gotten  respectable.  These  d 
they  open  their  new  offices  on  m 
thoroughfares  rather  than  back  stre 
and  staff  them  with  polite,  nonthre 
enine;  women.  Even  the  term  sara 


Den  Fujita 

Estimated  about  $1  billion 


Den  Fujita 
The  six  new 
Toys  "R"  Us 
stores  reportedly 
doubled  sales 
predictions. 


Fujita,  77,  50%  owner  of 
McDonald's  Japan,  has  shown 
U.S.  companies  the  best  way  into 
Japan:  Get  a  really  good  partner. 
Toys  "R"  Us  and  Blockbuster 
Entertainment  have  tapped  him  to 
do  for  toys  and  tapes  what  he 
long  since  did  for  burgers.  "I  want 
to  blow  a  hole  in  the  undevel- 
oped structure  of  the  Japanese  re 
tail  industry,"  he  told  the  press. 


■■'2 


Forbes  ■  July  5,  1^ 


ADVERTISEMENT 


Dealerscope  Merchandising  Products  of  the  Month 


ECOTON  W  500  WIRELESS 
TEREO  HEADPHONE 

credible  900Mhz 
ireless 
schnology  by 
ecoton,  enables 
gnals  to  travel 
\rough  walls  and 
oors  up  to  150 
:et  away  from  the 
ansmitter.  Now 
>u  can  enjoy  your 
ereo  system  or 
V  set  in  total 
rivacy  while 
hers  are  in  the 
torn  or  sleeping. 
3U  can  even 
ove  around  from  room  to  room  and  still  hear 
le  clear,  full  fidelity,  stereo  sound.  The  Recoton 
'  500  wireless  stereo  headphone  system 
iminates  all  line-of-sight  limitations  while 
ansmitting  virtually  anywhere  in  and  around 
»ur  home.  For  more  information  call  (800)742- 
138  or  write:  Recoton,  46-23  Crane  Street,  Long 
land  City,  New  York  11101. 


AXELL  max  pax 
[ULTI  BATTERY  PACKS 


insumers  can  save  money  with  the  new  Maxell 
ix  Pax  multi-battery  packs  which  offer  a 
friety  of  high  tech  batteries  in  bulk  at  a  lower 
i  st.  The  line  includes  high  performance,  long- 
jiting  Maxell  Alkaline  Ace,  heavy  duty,  and 
chargeable  batteries  in  AA,  C,  D  and  9-volt 
less.  For  cost-conscious  consumers,  the  Maxell 
:  ix  Pax  include  battery  6  packs,  8  packs,  10 
jcks,  12  packs,  and  40  packs.  In  line  with 
iixelFs  commitment  to  produce  environment- 
!i  y-friendly  products,  the  Max  Pax  help  reduce 
1 3  wasteful  use  of  paper  packaging  materials 
i  d  include  a  range  of  batteries  that  have  zero 
ircent  or  near  zero  percent  mercury/cadmium 
Intent.  Maxell  is  a  recognized  leader  in 
ivanced  battery  technology  and  an  advocate 
I  environmentally-friendly  products.  For  more 
formation,  write:  Maxell  Corporation  of 
iinerica,  Battery  Products  Division,  22-08  Route 
P,  Fair  Lawn,  New  Jersey,  07410. 


CTC  LOCAL  BUS  486  COMPUTERS 

CTC,  a  fast- 
growing 
manufacturer 
of  ESP  and 
Quest 
branded 
integrated 
personal 
computer 
solutions,  is 
now  shipping 
the  486VL 
Desktop 
Series  that 
increases 

application  speeds  up  to  five  times.  Each  486VL 
Local  Bus  PC  is  built  to  VESA  standards  with  two 
32-bit  VESA  expansion  slots  and  comes  with  a 
graphics  accelerator  for  breakthrough 
performance  speeds.  The  486SX  25Mhz  model 
can  be  fully  upgraded  to  486SX  25Mhz,  486DX 
33Mhz,  486DX2  50Mhz  and  486DX2  66Mhz 
microprocessors.  For  more  information,  call 
(800)933-4CTC  or  write:  CTC  Computers,  45865 
Northport  Loop  East,  Fremont,  CA  94538. 


QIIESTECH  TRANSITION 
2000  AND  2001 

Successful  people 
maximize  the  use 
of  their  time  with 
support  staff  to 
answer  the  phone 
and  screen  calls. 
Now,  with 
Questech's  voice 
changing 
technology, 
anyone  can  screen 
their  own  calls 
and  maximize 
their  work 
schedule.  The 
Transition  2000 
and  2001  use 
integrated  digital 
signal  processing 
to  provide  16  programmable  voice  levels.  Women 
can  sound  like  men,  men  like  women,  and 
children  like  adults.  Although,  originally 
developed  to  discourage  obscene  or  annoying 
calls,  now  it  can  aid  home  offices  or  small 
businesses  by  operating  like  larger  offices.  An 
executive  can  act  as  a  secretary  and  screen  calls, 
thereby  completing  critical  tasks  on  time.  The 
Transition  2000,  which  comes  with  an  AC/DC 
adapter,  also  operates  as  a  standard  single  line 
telephone.  The  Transition  2001,  which  operates 
on  multiple  lines,  is  a  battery  operated  accessory 
and  can  be  attached  to  most  modular  phones. 
For  more  information,  call  (800)966-5367  or 
write:  Questech  International,  Inc.,  495 1-B  East 
Adamo  Drive,  Tampa,  Florida  33605. 


Questech  2000  (top)  &  2001  (bottom) 


TERK  TECHNOLOGIES  CFF-900 
CELLULAR  ANTENNA 

Defeat  vandalism  while 
improving  cellular 
reception  with  the  Terk 
CFF-900  cellular 
antenna.  Designed  for 
virtually  invisible 
mounting  inside  the 
car,  the  CFF-900  has 
unique  technology  that 
dramatically  reduces 
interference  and 
dropped  calls.  For  more  information,  call 
(800)942-TERK  (NY  Metro,  call  (516)756-6000) 


RECOTON  W  440  WIRELESS  STEREO 
SPEAKER 
SYSTEM 

This  incredible 
new  900Mhz 
wireless 
technology 
product  by 
Recoton 
delivers  crisp, 
clear,  full- 
fidelity  stereo 
sound  virtually 
anywhere  in  or 
around  your  home.  Its  signals  travel  right 
through  walls  and  floors  up  to  150  feet  away  from 
the  transmitter.  No  more  having  to  wire  up  your 
home  -  just  plug  in  these  Recoton  amplified, 
wireless  stereo  speakers,  and  you  can  enjoy 
stereo  sound  in  other  rooms  for  parties  or  even 
out  on  the  patio.  They  feature  a  20watt  amplifier 
circuit  with  individual  volume  controls,  bass 
booster  circuits,  and  on/off  switches.  Plug  in  and 
enjoy  -  it's  that  simple,  and  that  easy.  For  more 
information  call  (800)742-3438  or  write: 
Recoton,  46-23  Crane  Street,  Long  Island  City, 
New  York  11101. 


UNIVERSAL  ELECTRONICS  ONE  FOR 
ALL  VI  RPR©  4 

Now  you  can  easily 
program  a  VCR  and  clear 
away  the  "coffee  table 
clutter"  of  remote 
controls  with  the  new 
One  ForAllVCRPR0  4 
programmer/universal 
remote  by  Universal 
Electronics,  Inc.  The 
VCRPRO  4  programs  any 
VCR,  and  replaces  up  to 
four  remote  controls  for 
TVs,  VCRs,  and  cable 
boxes.  For  more  informa- 
tion, call  (800)883-4776 
or  write:  Universal 
Electronics  Inc.,  1864  Enterprise  Parkway  West, 
Twinsburg,  Ohio  44087. 
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Consumer  Electronics  and  Major  Appliance  Retailers. 


c°v      Editorial  Offices:  •  401  North  Broad  Street  •  Philadelphia,  PA  19108  •  (215)  238-5300 


"My  Singapore  office  covers  the  fastest  develop-  a  long-term  vision  and  commitment,  plus  tl 

ing  regions  in  the  world.  We  now  compete  not  only  bility  and  open-mindedness  to  seize  oppor 

with  multinational  companies,  but  also  with  local  and  come  up  with  creative  proposals.  My  s 

companies  that  are  moving  up  aggressively.  For  a  I  have  a  double  function:  to  be  the  eyes  anc 

western  company  to  succeed  here,  it's  vital  to  have  for  Akzo's  business  units  in  the  West,  and  th 

Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  i 
Some  63,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  wri 
Akzo  America  Inc.,  Corp.  Comm.  Dept./S8,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (312)  906-7500. 


CREATING  THE  RIGHT  CHEMISTRY  AK20 


t  of  Akzo's  customers  in  the  East.  Our  first 
is  to  become  partners  to  our  customers, 
it's  even  more  true  than  in  other  parts  of  the 
lat  you've  got  to  create  the  right  chemistry 
relationships  before  business  is  done." 


is  being  replaced  with  the  more  neu- 
tral "consumer  finance.11 

Acorn  reportedly  plans  to  go  public 
soon,  the  final  mark  of  social  accep- 
tance in  Japan. 


Kazuo  Matsuda 
and  family 

Estimated  $1.25  billion 

Matsuda,  70,  joins  Forbes1  bil- 
lionaires this  year  because  he  capi- 
talized on  a  big  gap  left  by  Ja- 
pan's hard-pressed,  undercapital- 
ized bankers.  His  Nichiei  Co.,  a 
tough-minded  lender  to  capital- 
strapped  small  businesses,  has 
racked  up  several  years  of  double- 
digit  growth. 

Murayama  family 

Estimated  over  $1  billion 

Their  giant,  8-million  circulation  dai- 
ly, Asahi  Shin  bun,  got  a  bit  carried 
away  with  the  idea  that  the  Japanese 
boom  would  never  end.  Its  big  new 
headquarters  tower  is  now  wryly 
dubbed  the  "bubble  building11  by 
employees,  for  its  high  cost  and 
doubtful  need.  For  the  first  time  in 
half  a  century,  Asahi's  sales  and  profits 
are  both  down;  newspaper  advertising 
fell  10%  last  year  alone.  Instead  of 
tooling  around  in  hired  cars,  its  jour 
nalists  are  relearning  the  subway  sys- 
tem. Abandoned  are  a  U.S.  newslet- 
ter, Japan  Access,  and  a  costly  foray 
into  beaming  newspapers  to  ships  at 
sea  via  satellite.  "We  grew  a  little  fat  in 
recent  years,11  concedes  a  spokesman. 

Akio  Morita 

Still  about  $1  billion 

Sir  Akio  Morita,  so  dubbed  by  the 
U.K.  last  October,  remains  barely  on 
this  list  at  age  72  as  Sony  stock  reflects 
the  deep  Japanese  consumer  electron- 
ics recession,  the  ever-pricier  yen  and 
the  lack  of  a  new  Walkman-class  hit. 
Morita's  traditional  rivals,  the  Matsu- 
shitas, have  fallen  off  altogether:  A 
significant  part  of  their  visible  fortune 
is  in  real  estate.  No  good,  these  days. 

Junichi  Murata 

May  exceed  $3  billion 

Murata  Machinery's  low-end  fax  ma- 
chines are  big  sellers  in  the  U.S.,  bur 
recession  and  fierce  price  wars  in  Ja- 
pan have  dropped  its  tax  sales  7%. 


Murata's  machine-tool  sales  to  auto 
companies  are  also  down.  But  exports 
in  the  core  textile  machinery  business 
remain  strong. 

Yoshida  family 

Estimated  at  least  $1.3  billion 

The  Yoshidas'  zipper  company,  ykk, 
is  dealing  with  the  rising  yen  by  pro- 
ducing more  outside  Japan.  There's  a 
new  plant  in  Shanghai,  and  its  Indo- 
nesian plants  will  double  production. 
Will  Japan  one  day  be  zipperless? 

Otsuka  family 

Estimated  $2.4  billion 

Otsuka  Pharmaceutical  and  affiliate 
Taiho  Pharmaceutical  are  looking  to 
the  U.S.  for  growth  to  compensate  for 
price-cutting  pressure  in  the  home 
market.  But  it  will  have  a  hard  time 
expanding  its  small  (revenues,  $200 
million)  U.S.  operation  in  the  face  of 
intense  competition. 

Hiroshi  Yamauchi 

Estimated  over  $1.3  billion 

His  Nintendo  is  still  an  immensely 
profitable  Japanese  company.  But  the 
65 -year-old  Yamauchi  let  archrival 
Sega  beat  him  to  market  with  16-bit 
videogame  systems  and  become  a  se- 
rious competitor. 


Hisakichi  Yamaguchi 

At  least  $1.8  billion 

This  North  Korean  native,  at  82,  con- 
trols Daiwa  Can,  Japan's  second  larg- 
est can  maker,  and  remains  as  secre- 
tive as  his  country  of  birth. 

Uehara  family 

At  least  $1.5  billion 

The  Ueharas'  Taisho  Pharmaceutical 
is  tops  in  Japan  in  over-the-counter 
drugs.  Its  flagship  product,  Lipovi- 
tan-D,  a  "health"  drink  laced  with 
vitamin  C  and  caffeine  popular  with 
chronically  overworked  Japanese  sal- 
arymen,  is  also  sold  throughout 
Southeast  Asia  and  even  appears  in 
stores  in  California. 

Tetsuo  Ohga 

Estimated  well  over  $2.1  billion 

This  family  owns  nearlv  70-year-old 
competing  publishing  companies, 
Shogakukan  and  Shueisha.  They  pub- 
lish comic  books,  dictionaries,  chil- 
dren's textbooks,  etc. 

Isono  family 

Estimated  about  $1.5  billion 

Their  Meidi-Ya  Co.  is  a  major  food 
importer  and  seller  that  wishes  more 
U.S.  food  companies  would  deign  to 
pack  in  Japanese  sizes. 


Toyoda  family 

$1.6  billion 

The  founding  family  of 
Toyota  Motor  still  runs 
the  company  but  owns 
only  a  few  percent  of  the 
shares.  President  Tat- 
suro  Toyoda,  64  (M.B.A., 
NYU),  and  elder  brother 
and  chairman  Shoichiro, 
68,  sons  of  founder  Kii- 
chiro,  say  they  will  be  the 
last  Toyodas  in  top 
management.  Nonauto 
holdings,  including  real 
estate,  are  substantial. 

Honorary 
Chairman 
Eiji  Toyoda 
He  once  ran 
the  family 
company,  too. 
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MIDDLE  EAST 


By  Michael  Schuman 


LEBANON 


Rafik  Hariri 

Estimated  over  $2.5  billion 


former  Shcarson  Lehman  Hutton 
head  Peter  Cohen  to  run  the  new 
operation.  Republic's  main  holding  is 
the  $27.4  billion  (assets)  Republic 
National  Rank  of  New  York. 


Rafik  Hariri 
He  would 
make  Beirut 
the  eastern 
Mediterranean's 
financial  capital. 


Eat  your  heart  out,  Ross  Perot:  Here's 
a  billionaire  running  a  country.  Hari- 
ri, 48,  was  appointed  Lebanon's 
prime  minister  last  October. 

His  entrepreneurial  skills  and  con- 
nections are  supposed  to  help  move 
this  often  balky  government  and  war- 
torn  country  forward.  Hariri  is  over- 
seeing a  $2.3  billion  infrastructure 
program  and  a  privately  funded  plan 
to  rebuild  downtown  Beirut.  Critics 
cry  conflict  of  interest,  since  Hariri  has 
vast  tracts  of  real  estate  that  could 
benefit — and  10%  (the  maximum)  of 
Solidere,  the  development  consor- 
tium. But  the  Lebanese  pound  has 
risen  25%  since  his  appointment.  The 
World  Bank  has  granted  a  $175  mil- 
lion loan,  the  first  in  over  15  years. 
Foreign  companies  and  overseas  Leb- 
anese finally  show  interest  in  return- 
ing. Results  count  for  something. 

Edmond  Safra 
and  brothers 

Over  $1.3  billion 

Safra's  29%-owned  Republic  New 
York  Corp.  has  entered  the  lucrative 
business  of  securities  lending  for  short 
sales  and  the  like.  Safra,  61,  tapped 


KUWAIT 


Mohamed  Abdul  Mohsiii 
Al-Kharafi 

Estimated  $1  billion 

The  oil  is  pumping  again,  but  the 
private  Kuwaiti  economy  stays  dicey. 
Many  businessmen  cautiously  keep 
assets  overseas,  and  the  population  is 
less  than  half  its  prewar  level.  Kharafi 
Industries,  however,  is  one  of  the 
Gulfs  big  construction  firms.  And  Al- 
Kharafi,  80,  is  close  to  the  ruling  Al- 
Sabah  family.  He  is  also  chairman  of 
National  Bank  of  Kuwait,  which  oper- 
ated from  London  with  smuggled 
records  during  the  war  and  last  year 
posted  record  profits  of  $1 38  million. 


TURKEY 


Koc  family 


At  least  $4  billion 

The  $11  billion  (sales)  90  company 
Koc  Croup  is  considered  the  most 
professionally  managed  in  Turkey: 
The  stocks  of  its  public  companies 
have  taken  off  with  the  Istanbul  ex 


change,  the  fastest- growing  emerg- 
ing market  this  year — up  82%  in  U.S. 
dollars  since  January. 

Koc  companies  make  everything 
from  cars  to  television  sets  and  refrig- 
erators. Their  main  export  market  is 
still  Western  Europe.  Koc  is  pushing 
exports  to  former  Soviet  Central  Asia, 
where  the  big  problem  is  figuring  out 
who's  really  in  charge.  "The  will  is 
there  [to  do  business],  but  it  takes  a 
lot  of  hard  work,"  says  Davut 
Okutcu,  president  of  Koc's  U.S.  sub- 
sidiary, Ramerica  International. 

Sabanci  family 

Over  $2  billion 

The  $4  billion  (sales)  Sabanci  group 
gets  a  third  of  its  consolidated  net 
profits  from  $3  billion  (assets)  Ak- 
bank,  its  big  Turkish  bank.  The  bank's 
stock  recently  traded  at  a  multiple  of 
nine,  well  below  the  market's  average. 
Investors,  it  seems,  are  wary  of  Turk- 
ish banks. 

Nejat  Ferit  Eczacibasi 

Estimated  $1  billion 

Turkey's  largest  pharmaceuticals 
maker  likes  the  former  Soviet  Union. 
Eczacibasi,  80,  opened  a  drugstore  in 
Moscow  last  year,  and  will  add  nine 
this  year  in  several  republics.  The 
company  supplied  2.5%  of  the  $900 
million  pharmaceutical  imports  to  the 
republics  last  year,  and  hopes  to  dou- 
ble that  fast. 


SAUDI  ARABIA  == 

Al-Rajhi  family 

Over  $2.6  billion 

The  Al- Raj  his  aren't  making  money 
the  way  they  used  to:  The  Al-Rajhi 
Banking  &  Investment  Corp.  once 
had  a  lock  on  highly  religious  Mus- 
lims, since  it  strictly  avoided  any  in- 
struments that  paid  interest — forbid- 
den by  the  Koran.  Now  Islamic  com- 
petition has  appeared.  With  the  Saudi 
stock  market  and  economy  booming, 
depositors  are  tempted  by  other  op- 
portunities. The  Al-Rajhis'  traditional 
dominance  of  the  lucrative  remittance 
business  (e.g.,  guest  workers  sending 
money  home)  is  down  to  under  50% 
from  90%,  lost  to  faster,  more  auto- 
mated banks.  But  Al-Rajhi  bank  is  still 
profitable,  and  is  computerizing  (not 
forbidden  by  the  Koran)  to  get  up  to 


ibrbes  ■  July  5,  1993 


97 


Middle  East 


speed  with  competitors.  Meanwhile, 
the  fundamentalism  sweeping  the 
Arab  world  is  the  Al-Rajhis'  kind  of 
market  trend. 

Saleh  Abdullah  Kamel 

Estimated  $2  billion 

Kamel,  52,  controls  conglomerate 
Dallah-Albaraka,  whose  $6  billion 
(assets)  Albaraka  group  of  Islamic 
banks  has  international  branches  and 
seeks  a  Saudi  banking  license:  Watch 
out,  Al-Rajhis. 

Jameel  family 

Estimated  over  $1.6  billion 

The  Jameels'  $3  billion  (revenues) 
company,  now  run  by  the  three  sons 
of  the  late  founder,  includes  the 
world's  largest  Toyota  dealer  and 
Britain's  third-largest  car  distributor. 

Suliman  Olayan 

Estimated  over  $1  billion 

Olayan,  75,  made  much  of  his  fortune 
marketing  American  products  in  Sau- 
di Arabia:  Huggies,  Kleenex,  Tang, 
jell-o,  Maxwell  House  coffee,  Coca- 
Cola  and  so  on.  Just  added:  Arabia's 
first  Burger  King,  in  Riyadh. 

Juffali  family 

Estimated  over  $1  billion 

The  secretive  Juffalis,  close  to  the 
royal  family,  get  lots  of  lucrative  gov- 
ernment contracts.  They  also  get 
plum  distributorships,  like  Mercedes- 
Benz  and  ("ai  rier  air  conditioners. 

CITIZEN  OF  THE  WORLD 

The  Aga  Khan  IV 

Well  over  $1  billion 

Through  his  $450  million  (assets) 
Aga  Khan  Fund  for  Economic  Devel- 
opment, die  leader  of  the  world's  15 
million  Ismaili  Muslims  has  invested 
in  a  telephone  switching  equipment 
maker  in  Pakistan,  alongside  France's 
Alcatel  Cie.  It  is  hoped  that  this  will  be 
a  better  investment  than  Ciga  SpA, 
the  Milan-based  luxury  hotel  group, 
which  the  Aga  Khan  personally  con- 
trols. Ciga  expanded  too  quickly  in 
the  late  1980s.  A  new  stock  issue  fell 
through  in  late  1990  just  before  the 
Gulf  war  clobbered  tourism.  Ciga 
then  had  trouble  paying  its  massive 
debts.  Now  its  creditor  banks  are 
working  to  restructure  Ciga's  debt. 


By  Michael  Schuman 

ITALY  continues  to  tremble  from 
shocks  and  aftershocks  of  scandals 
involving  hundreds  of  the  country's 
highest-level  politicians  and  business- 
men. Fxpect  more  unpleasant  revela- 
tions— for  billionaires,  too. 

Agnelli  family 

Over  $2.9  billion 

Scandals  have  tainted  Fiat's  highest 
executives,  but  that's  the  least  of  the 
Agnellis'  problems.  At  Italy's  richest 
family's  flagship,  Fiat,  cash  flow  fell 
16%  last  year,  debt  mushroomed. 
Even  in  Italy,  auto  market  share  fell 
from  61%  in  1988  to  46%  in  1992.  To 
pull  out  of  its  dive,  Fiat  is  investing  a 
record  14%  of  1992  revenues  and 
plans  18  new  or  revamped  models  in 
the  1990s.  It  may  even  sell  profitable 
nonindustrial  assets,  like  retail  arm  La 
Rinascente,  for  money  to  back  autos. 
Patriarch  Giovanni  Agnelli,  72,  is 
turning  control  over  to  younger 
brother  Umberto,  59.  On  Umberto's 
abilities,  the  book  is  still  open. 


back  at  work  at  his  main  holdii 
company,  Prcmafin.  Its  stock  is  do\i 
by  30%. 

Silvio  Berlusconi 

$1.5  billion  or  more 

A  big  contributor  to  Italy's  Social: 
Party.  Former  Prime  Minister  Bettii 
Craxi  is  an  old,  old  friend.  With  1 
heavily  leveraged  media  congloma 
ate,  Fininvest,  barely  profitable  la 
year,  Berlusconi  will  take  a  publishij 
subsidiary  public  to  raise  money.  He 
also  building  up  retailing  arm  Stand 
Makes  sense.  Italy's  retail  market 
underdeveloped  compared  wij 
northern  Europe's.  Expect  Berk 
coni  to  bid  on  a  soon-to-be-privj 
ized  state-run  supermarket  chain. 

Ferruzzi  family 

Perhaps  still  $1  billion 

The  family  is  now  led  by  Arturo  F« 
ruzzi,  53.  Ousted  brother-in-h 
Raul  Gardini  is  building  a  new  few 
conglomerate  from  Paris — while  u 
der  investigation  in  Milan  for  tj 
1988  joint  venture  between  the  F 
ruzzis'  Montedison  and  a  govei 
ment-owned  chemical  company. 


Giovanni  Agnelli 

Is  investing  14%  of  sales  enough? 


Salvatore  Ligresti 

$1  billion 

An  empire  built  on  real  estate,  con 
struction  and  hotels.  Arrested  on 
bribery  charges  last  July,  Ligresti,  61, 
spent  four  months  in  jail.  Now  he  is 


Ferrero  family 

$1.5  billion  or  more 

Ferrero  SpA  (1992  estimated  sal) 
$1.4  billion)  is  the  fifth-largest  cc 
fectioncr  in  the  world  ( Nestle  is  nu 
ber  one).  The  maker  of  Tic  Tac  a 
dies  is  known  for  efficient  operatic) 

Benetton  family 

Over  $2  billion 

Despite  missteps  in  the  U.S.,  tin 
retailers  go  on  (Forbes,  May  24). 

UNITED  KINGDOM = 

By  Michael  Schuman 

David  Sainsbury 
and  family 

Family,  over  $4.7  billion; 
David  alone,  over  $2.2  billion 

Britain's  richest  family  (we  excli 
royals),  the  Sainsburys  own  about  4 
of  grocery-store  chain  J.  Sainsbi 
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/id  Sainsbury 

tting  ready  for  the  discounters. 


:.  With  330  stores,  Sainsbury  domi- 
tes  the  high  end  of  the  retail  food 
siness.  With  pretax  margins  up  over 
L  J.  Sainsbury  is  also  the  most  prof 
ble  retailer.  Two-thirds  of  sales 
me  from  high-margin  store  brands, 
e  chain  has  been  able  to  maintain 
profitability  despite  introducing 
ne  lower-priced  goods  to  compete 
:h  discounters. 

oores  family 

least  $1.3  billion 

i  by  Sir  John  Moores,  97,  the 
)ores'  Litdewoods  (Organisation 
.  runs  football  pools,  a  home- 
>pping  service  and  retail  chains. 
(C  family  continues  to  squabble 
ir  whether  to  go  public. 

irry  Weston  and  family 

least  $2  billion 

e  Westons  own  63%  of  food  manu- 
turer  Associated  British  Foods 
les,  $6  billion),  whose  prices  are 
ier  pressure.  Worries  Weston: 
Dod  retailers  from  the  Continent 
attracted  to  high  margins  in  the 
K.  market.  Right  now  just  their  toe 
l  the  water." 


:stey  family 


er  $1  billion 

p  venerable  Vesteys  control  meat 
hcessor  Union  International,  the 
[.  Dewhurst  butcher-shop  chain 
j'O  outlets)  and  the  Frederick  Ley- 
.1  fleet  of  refrigerated  ships.  Cur- 
It  family  leader  Timothy  Vestey, 


32,  is  pursuing  an  M.B.A.  at  Bed- 
ford's Cranfield  School  of  Manage- 
ment, as  Union  International's  Chief 
Executive  Terry  Robinson  works  to 
streamline  the  core  meat  business 
while  liquidating  poor  real  estate 
investments. 

Gerald  Cavendish 
Grosvenor  and  family 

Over  $1.4  billion 

Through  Grosvenor  Fstate  Holdings, 
the  sixth  Duke  of  Westminster,  41, 
owns  freehold  title  to  300  acres  in 
London's  posh  Mayfair  and  Belgravia 
areas,  and  in  February  resigned  from 
the  Conservative  Party  to  protest  a 
new  law  forcing  sale  of  residential 
freeholds  to  long-term  lessees. 

Richard  Branson 

Over  $1  billion 

His  Virgin  Group  Pic.  owns  Virgin 
Atlantic  Airways  and  Virgin  Mega- 
store  (34  stores  in  Europe,  Japan  and 
Australia,  1  in  the  U.S.),  which  sells 
videogames,  music  and  video  movies. 
Recently  teamed  with  Blockbuster 
Entertainment  to  build  at  least  20 
more  U.S.  megastores.  Next:  Virgin 
personal  computers  and  his  long- 
planned  private  U.K.  rail  service.  "If 
you  do  something  for  fun  and  create 
the  best  possible  product,"  says  Bran- 
son, 42,  "'then  the  profit  will  come." 


SPAIN 


By  Pablo  Galarza 

Botin  family 

Over  $1.8  billion 

The  Botins'  wealth  emanates  from 
their  $63  billion  (assets)  Banco  San- 
tander.  Spain's  fourth-largest  bank,  it 
is  expanding  rapidly  overseas.  It  is 
seeking  Federal  Reserve  approval  to 
start  a  U.S.  brokerage  and  investment 
banking  operation,  has  underwritten 
Mexican  bonds  and  was  in  on  the 
recent  Cementbs  de  Mexico  (Cemex  ) 
purchase  of  the  two  largest  Spanish 
cement  companies.  At  home,  a  Span- 
ish court  accused  Banco  Santander  of 
complicated  securities  swapping 
schemes  designed  to  help  major  cli- 
ents evade  taxes.  So  far  the  bank  seems 
to  have  defended  itself  successfully 
(no  final  resolution  yet).  The  family  is 
headed  by  Emilio  Botin  Sr.,  90,  but 
led  by  Emilio  Jr.,  58. 

March  family 

$1.3  billion 

Through  C.F.  Alba,  March  brothers 
Juan,  53,  and  Carlos,  47,  control 
Uralita  (construction  and  building 
materials)  and  Urquijo  (banking). 
Their  latest  bets  on  Spain's  growth: 
Canal-i-  (pay  TV)  and  Media  Planning 
(advertising/marketing). 


Richard  Branson,  riding  business  class 

His  entertainment  megastores  put  on  an  even  bigger  show. 
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Koplowitz  sisters 

$1  billion  or  more 


Alicia  (left)  and  Esther  Koplowitz 

They're  ready  to  ride  the  next  construction  boom  in  Spain. 


Having  dumped  their  philandering 
husbands,  Alicia,  41,  and  Esther,  43, 
now  firmly  control  their  late  father's 
construction  empire,  Fomentos  de 
Construcciones  y  Contratas,  with 
principal  subdivisions  for  real  estate, 
cement,  and  urban  and  environmen- 
tal sanitation. 


GREECE! 


By  Philippe  Mao 

John  Latsis 

Over  $1.3  billion 

Latsis,  83,  was  once  a  baggage  han- 
dler and  is  now  one  of  his  country's 
richest  men,  with  his  two  oil  refiner- 
ies, 65 -plus  ships,  Banque  de  Depots 
(assets,  $570  million)  and  Private 
Bank  8c  Trust  (assets,  $465  million). 
His  connections  range  from  Saudi 
King  Fahd  to  Lady  Di.  His  "profes- 
sorial" son  Spiro  appears  to  be  slowly 
taking  over,  diversifying  die  family's 
activities  into  banking  and  real  estate. 

Stavros  Niarchos 

Estimated  over  $1  billion 
At  84,  Niarchos  is  ill  but  is  still  calling 
the  shots  in  his  empire  of  ships,  real 
estate  and  art.  His  team  of  profession- 
al managers  follow  his  guidelines  to 
the  letter.  Line  of  succession:  unclear. 


Goulandris  family 

Estimated  $1.7  billion  or  more 

With  bases  in  London  and  New  York, 
the  Goulandris  clan  operates  its  ship- 
ping empire  as  three  separate  entities: 
Orion  &  Global  Chartering,  N.J. 
Goulandris  and  Goulandris  Brothers. 
(Other  assets  include  a  large  art  col- 
lection.) Basil  Goulandris,  around  80, 
heads  Orion  &  Global  Chartering, 
and  is  probably  the  family's  richest 
individual.  He  is  said  to  be  bedridden 
in  Greece.  With  no  children,  the  for- 
tune will  likely  pass  to  his  wife. 


NETHERLANDS 

By  Philippe  Mao 


Brenninkmeyer  family 

Over  $4  billion 

As  ultrasecretive  as  they  are  rich,  the 
tightly  knit  Brenninkmeyer  clan  runs 
a  global  retailing  empire  and  meets  at 
die  family's  secluded  enclave  on  the 
Dutch-German  border.  The  center- 
piece of  their  holdings  is  C&A,  with 
2,000  outlets  worldwide;  most  are 
successful.  But  in  the  U.S.  market  the 
family  keeps  stubbing  toes.  Of  the 
Brenninkmeyers'  seven  U.S.  chains, 
only  Women's  World  Shops  in  Cali- 
fornia is  doing  well.  The  JByron  chain 
in  Florida  and  Steinbach  in  New  York 


are  reportedly  losing  serious  moni 
The  Brenninkmeyers'  problem,  a 
cording  to  a  trade  source:  They  ma 
decisions  slowly  and  have  failed 
react  cjuickly  to  the  diverse  U.S.  ma 
ket  and  its  fast-changing  retailii 
trends. 

Fentener  Van  Vlissingen 
family 

Over  $2  billion 

Three  brothers  control  this  old-mo 
ey  fortune.  John,  53,  lost  over 
billion  on  real  estate  investments  i\ 
now  has  to  answer  to  a  team  of  ma 
agers.  Brother  Paul,  51,  heads  enejr 
and  food  and  nonfood  wholesaler  Si 
Holdings,  based  in  Utrecht.  And  » 
dest  brother  Fritz  Henry,  59,  still  ru 
tiny  Flint  Holding,  a  family  inve: 
ment  trust. 

Alfred  Heineken 

Over  $1  billion 

"Freddy"  Heineken  owns 
50.05%'of  Heineken  Holding, 
which  owns  50.05%  of  Heineken 
N.V.,  which,  thanks  to  his  leader- 
ship, is  now  the  world's  largest 
brewer  outside  the  U.S.  Chairma 
Freddy,  69,  lives  well,  collects 
art,  and  writes  (and  sells)  love 
songs.  Kidnapped  in  1983,  he 
kept  his  sense  of  humor.  "'Very 
good  for  the  waistline,"  says  he 
to  Forbes  of  his  ordeal.  "One  of 
the  best  reducing  programs." 


Alfred  Heineken 
He  knows  how  to  lose  weight. 
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'  Nina  Munk 

Mil  Sacher  and 
offmann  family 

/er  $4.5  billion 

;re's  a  complicated  Swiss  tale:  De- 
les ago  Maja  Stehlin  married 
aanuel  Hoffmann  La  Roche,  sole 
ir  to  the  Swiss  pharmaceutical  for- 
le.  Emanuel  died  in  a  car  crash  in 
32,  leaving,  it  seems,  most  of  his 
alth  to  his  young  widow. 
Maja  got  married!  again,  this  time  to 
ul  Sacher,  a  well-known  conductor, 
hen  Maja  died,  in  1989,  Sacher 
came  the  elder  statesman  of  the 
nily,  which  controls  pharmaceuti- 
giant  Roche  Group.  Sacher,  now 
,  is  a  member  of  the  Roche  board 
d  controls  stock  worth  over  $4.5 
lion,  but  his  passion  is  music:  He 
il  conducts,  collects  Stravinskyana 
d  generously  supports  the  arts, 
ija  and  Sacher  had  no  children  of 
:ir  own,  so  the  fortune  Sacher  now 
ntrols  may  one  day  return  to  the 
ildren  and  grandchildren  from  Ma- 
s  first  marriage. 

tephan  Schmidheiny 

rer  $1.6  billion 

;  owns  trading,  engineering,  con- 
uction,  real  estate  and  watch  busi- 
sses  in  Europe.  In  Latin  America  his 
leva  owns  about  30%  of  Chile's 
ding  steelmaker,  Compania  de 
eros  del  Pacifico,  which  has  a  piece 
Argentinean  steel  producer  So- 
sa.  Schmidheiny,  46,  is  chairman  of 
:  Business  Council  for  Sustainable 
velopment,  an  environmental 
>up  affiliated  with  the  U.N. 


Dhan  Schmidheiny 

;s  his  future  in  Latin  America. 


Thomas  Schmidheiny 

At  least  $1  billion 

Stephan's  brother  and  Switzerland's 
cement  king.  Partly  through  51%- 
owned  Holderbank,  Thomas,  48,  has 
over  50%  of  the  Swiss  cement  market. 
"In  this  business  you  have  to  find 
countries  that  need  to  build  an  infra- 
structure," he  tells  Forbes.  "What 
we're  really  excited  about  is  the  Far 
East.  In  20  years  all  the  money  will  be 
there  and  not  the  U.S." 


Fabio  Bertarelli 

$1.5  billion 


Fabio  Bertarelli 

Nepotism  scares  investors. 


Bertarelli  controls  Geneva-based 
Ares-Serono,  which  has  77%  of  the 
world  market  for  fertility  drugs 
(leading  brand:  Pergonal).  Italian- 
born  Bertarelli,  69,  is  ill  and  is 
passing  the  reins  to  his  son  Er- 
nesto, 28. 

Maus  and  Nordmann 
family 

$1.5  billion 

Related  by  marriage  since  1929,  the 
Swiss  retailing  family  took  a  bath  in 
the  U.S.  when  its  PA.  Bergner  &  Co. 
paid  $852  million  for  Chicago-based 
Carson  Pirie  Scott  in  1989;  two  years 
later  Bergner  &  Co.  went  Chapter  1 1 . 
But  back  home  the  Maus  Freres  S.A. 
retailing  empire  (sales  over  $7  billion) 
is  healthy  enough  to  keep  the  family 
on  this  list. 


Klaus  Jacobs 

Over  $1  billion 

He  sold  his  family's  coffee  and  choco- 
late business,  Jacobs  Suchard,  to  Phil- 
ip Morris  in  1990  for  $1 .4  billion.  He 
owns  Lausanne -based  Adia  S.A.,  the 
world's  second-largest  (but  money- 
losing)  temp  agency;  Chicago- based 
candy  company  E.J.  Brach  (probably 
losing  money,  too);  and  10%  of  Ger- 
man retailer  Asko  Deutsche  Kaufhaus 
(he's  also  taking  a  hit  here). 

Hans  Liebherr 

$1.5  billion  or  more 

Liebherr,  77,  owns  and  operates 
Liebherr- International  (1992  reve- 
nues, $3.1  billion),  a  big  maker  of 
high-quality  construction  equip- 
ment, based  in  Bulle.  Five  children 
help  Liebherr  pere. 

Walter  Haefner 

Over  $1.6  billion 

The  founder  (in  1945)  of  Amag, 
Switzerland's  biggest  auto  importer, 
Haefner  also  owns  22%  of  U.S.  soft- 
ware giant  Computer  Associates  In- 
ternational. Haefner,  83:  "I  am  still 
many  many  years  from  retirement!" 

Baron  Hans  Heinrich 
Thyssen-Bornemisza 

At  least  $1.5  billion 

This  heir  to  the  Thyssen  industrial 
fortune,  now  72,  has  agreed  to  sell 
over  half  his  1,400-piece  art  collec- 
tion to  Spain  for  some  $400  million. 
Son  Georg  Heinrich,  42,  runs  Monte 
Carlo-based  Thyssen-Bornemisza 
Group  (known  as  TBG),  his  holding 
company  (sales,  $2.4  billion).  Daugh- 
ter Francesca,  35,  into  art  conserva- 
tion, just  married  a  Habsburg. 


Baron  Hans  Thyssen-Bornemisza 
Spain  found  him  a  museum,  too. 


bcs  ■  July  5,  1993 


101 


?,  Hyundai  continues  its  commitment  to  advanced  technologies 
innovations.  In  1992,  we  introduced  the  next  generation  ( 
DRAM  chips,  firmly  establishing  ourselves  as  a  new  force  in  electronics. 

Hyundai's  Excel,  Sonata  and  Elantra  have  gained  fame  in  the  world's 
markets  since  1986,  setting  the  stage  for  the  introduction  of  the  HCD-2  sp 

car  in  1993.  This  truly  unique  coupe- 
sports  car  embodies  Hyundai  Motor's  v: 
in  performance  and  aesthetics. 

Hyundai  is  also  focusing  its  R&D 
endeavors  on  environmentally  sound  tech- 
nologies. As  a  result,  we've  developed  the 

magnetic  levitation  train  free  of  noise  and   

air  pollution,  a  revolution  in  mass  transit  systems  of  the  future. 


AUTOMOBILES,  ELECTRONICS,  SHIPBUILDING,  ENGINEERING  AND  CONSTRUCTION,  MACHINERY  AND  EQUIPMENT,  PETROCHEMIO4 


Hyundai's  expertise  in  turn-key  base  engi- 
neering and  construction  projects  world- 
wide has  earned  us  more  than  US$24  billion 
in  overseas  contracts.  Some  of  our  projects 
I  been  completed  even  in  the  most  difficult  environmental  conditions,  from 
da  to  the  South  Pole 

Hyundai,  as  a  leader  in  the  world's  shipbuilding  industry,  has  delivered  over 
vessels  including  some  of  the  world's  largest  supertankers, 
i  recently  launched  Moss-type  LNG  carrier  is 
jsult  of  our  leading-edge  technologies 
innovative  designs. 

From  chips  to  ships. . . 
ndai.  Making  life  better  through  quality  and  innovation. 


HYUNDAI 

Building  a  better  future  for  everyone. 


PORTATION.  Find  our  how  Hyundai  can  help  you: Hyundai  Corporation  K.P.  0.  Box  92,  Seoul,  Korea.  Tel (82-2)746-1873,  Fax(82-2)74l-2}4l 


Europe 


SCANDINAVIA  Z= 

By  Philippe  Mao 

Kristiansen  family 

Over  $2  billion 

Ole  Kirk  Christiansen  founded  Lego 
Group,  the  building-blocks-for-kids 
company,  in  1932.  Today  Ole's 
grandson,  Kjeld,  44,  runs  the  40- 
company  group,  which  is  split  into 
two  parts.  The  Danish  holding  com- 
pany saw  earnings  rise  30%  last  year, 
to  $75  million,  on  sales  of  $800  mil- 
lion. The  Swiss-based  sister  company 
does  not  release  figures  but  is  estimat- 
ed to  be  at  least  as  large.  The  U.S.  is 
Lego's  second-largest  market.  Kjeld  is 
opening  new  theme  parks:  in  the  U.K. 
(near  Windsor  Castle)  in  1996,  and  in 
either  Carlsbad,  Calif,  or  Prince  Wil- 
liam County,  Va.  in  1999. 

Hans  and  Gad  Rausing 

$6  billion  or  more 

These  Swedes  are  Scandinavia's  rich- 
est. Their  Tetra  Laval  Group  is  the 
predominant  maker  of  aseptic  liquid 
packaging,  which  allows  perishables 
to  sit  months  without  refrigeration. 
But  it  seems  to  need  new  outlets  for  its 
cash  flow.  In  the  U.S.  the  brothers 
bought  Westvaco's  conventional  milk 
carton  business  last  fall.  This  made 
Tetra  Laval  the  third-largest  producer 
of  such  packaging  here. 

Ingvar  Kamprad 

Over  $1  billion 

Sweden's  Kamprad,  67,  founded  dis- 
count furniture  maker/retailer  Ikea 
(1992  revenues,  $3.3  billion)  in 
1943.  Its  expansion  to  the  U.S.  has 
been  a  big  success.  Franchisor  Inter- 
Ikea  takes  3%  of  the  revenues  each  of 
Ikea's  118  stores  generates. 


FRANCE 


By  Nina  Munk 

Li  Kane  Bettencourt 

At  least  $4  billion 

Among  the  world's  richest  women, 
only  Alice  L.  and  Helen  Walton  may 
be  wealthier  than  Mme.  Bettencourt 
(Forbes  excludes  royalty).  She  inher- 
ited control  of  cosmetics  giant  L'Ore- 
al  from  her  father  when  he  died  in 
1957.  After  trading  27%  of  the  com- 
pany to  Nestle  19  years  ago  for  3%  of 


Liliane  Bettencourt 

Richest  woman  on  this  list. 


£  Neuilly.   Bettencourt's  most  likd 

|  heir  is  daughter  Francoise  Meyei 

f  whose  husband  Jean  Pierre  works 

I  L'Oreal. 

Michel  David-  Weill 

Over  $1  billion 

Lazard  Freres  scion,  now 61.  His  so 
in-law,  Fdouard  Stern,  a  new  partn 
in  New  York,  is  sometimes  mention 
as  successor.  But  Stern  tells  Forbi 
"I  have  no  such  ambition."  Adds 
colleague:  "Everyone  here  feels  h 
chel  is  immortal,  and  my  guess  is  tlj 
Michel  feels  that  way,  too." 

Dassault  family 

Over  $1  billion 

In  a  fast-shrinking  defense  mark' 
Serge  Dassault,  68,  is  fighting  to  ke 
his  father's  Dassault  Aviation  comp 
ny  alive.  A  recent  $3.5  billion  or 
Taiwanese  order  for  60  Mirage  figl 
er  jets  will  help  but  won't  solve  t 
Dassaults'  dilemma. 


Nestle's  stock  (now  worth  some  $900 
million),  she  still  owns  28%  of  L'Or- 
eal, worth  $3  billion  at  current  prices 
on  the  Paris  bourse. 

She  and  her  husband,  Andre,  a 
former  Gaullist  minister,  live  an  ele- 
gantly quiet  life  in  the  Paris  suburb  of 


Peugeot  family 

Over  $1.1  billion 

Government-owned  Renault  is  t; 
gating  Peugeot  S.A.,  the  Japan* 
keep  nibbling  away,  and  the  Bruss 
bureaucrats  want  more  influence 
car  pricing.  The  family's  Peugt 
stock  is  down  another  28%  this  vea 


Serge  Dassault 

Tyrannosaurus  Rex  was  an  impressive  fighting  machine,  too. 
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ulliez  family 

rer  $2.5  billion 

Inarch  Gerard  Mullicz,  62,  found- 
the  Auchon  chain  of  hypermarkets. 
)ne  day  there  will  be  an  Auchon  in 
:ry  French  town,"  he  told  the  press 
ce.  But  they  still  number  only  70  in 
I  world,  and  for  expansion,  Auchon 
w  looks  to  Italy,  still  full  of  mom- 
i-pop  retailers. 

niriez  family 

.5  billion  or  more 

ilippe  Bouriez,  59,  insists  his  fami- 
»  53  Cora  hypermarkets  and  150 
)ermarkets  are  not  for  sale,  though 
rgins  are  squeezed  hard  as  German 
counters  like  Aldi  open  in  France, 
i  the  block:  the  Bouriezes'  Edition 
mdiale  (magazine  publisher)  and 
)bably  Revillon  (furs  and  perfume). 

litton  family 

rer  $1.2  billion 

e  family  owns  over  4%  of  luxury' 
ads  company  lvmh  (Moet  Hen- 
isy.  Louis  Vuitton);  that  stock  is 
rth  over  $450  million.  Family  head 
:nry  Racamier,  81 ,  is  pouring  mon- 
into  Orcofi,  the  luxury  goods  mar- 
rex  he  launched  three  years  ago.  Its 
ge  new  Lanvin  store  on  Paris'  ele- 
lt  rue  du  Faubourg  Saint -Honore 
;laringly  empty  (the  Hermes  across 
:  street  is  packed),  but  Orcofi's  Ines 
la  Fressange  boutiques  are  a  hit. 
le  is  to  open  in  New  York  by  fall. 

ain  Wertheimer 
id  family 

rer  $2  billion 

:rtheimer,  44,  and  his  kin  control 
anel .  They  wisely  avoided  licensing 
name  and  thereby  cheapening  it. 
use  designer  Karl  Lagerfeld  is 
lely  hailed  as  the  most  brilliant, 
3gant  and  successful  around. 

ydoux/Schlumberger 
mily 

er  $3.1  billion 

i  Seydoux  and  Schlumberger 
isins  still  hold  an  estimated  15%  to 
fo  of  oil  services  giant  Schlum- 
ger  Ltd.  lerome  Seydoux,  58, 
ps  trying  to  get  his  $1.8  billion 
es)  conglomerate  Chargeurs  S.A. 
k  on  its  feet,  so  far  without  too 
ch  luck.  He's  promised  a  profit  by 
end  of  the  year.  We'll  sec. 


IS.- 


By  Philip  Glouchevitch  and  Diana  Fong 

Erivan  Haub  and  family 

At  least  $6.2  billion 

Frustrating  times,  these,  for  60-year- 
old  Haub,  Germany's  richest  man. 
Turnover  is  up  at  his  giant  German 
supermarket  chain,  Tengelmann,  but 
earnings  are  down.  Expanding  into 
eastern  Germany  is  proving  expen- 
sive, and  his  A&P  chain  (Tengelmann 
owns  53%)  has  been  hurt  by  the  new 
wholesale  club  stores. 


Another  problem:  succession.  Eri- 
van Haub  has  three  sons:  Christian, 
29,  a  vice  president  and  on  the  A&P 
board;  Karl-Erivan,  33,  who's  run- 
ning the  eastern  German  business; 
and  Georg,  3 1 ,  an  interior  designer.  A 
Tengelmann  spokesperson  firmly  re- 
jects reports  that  the  brothers  loathe 
one  another. 


Erivan  Haub 

"This  year  will  also  be  unpleasant  for  our  firm." 
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Germany 


Theo  and  Karl  Albrecht 

Estimated  $5.7  billion 
Famous  in  Germany  as  food's  deep, 
deep  discounter,  the  brothers'  (Theo 
is  71,  Karl,  73)  secretive  Aldi  chain  is 
getting  famous  in  the  U.S.  and  Brit 
ain,  too  (FORBES,  Feb.  1).  Estimated 
worldwide  sales:  $18  billion. 


Dieter  Schwarz 
and  family 

Estimated  $1.8  billion 

The  Albrechts  have  a  tough  Ger- 
man competitor  in  Schw  arz,  53, 
w  ho  has  built  his  $6.25  billion 
( sales )  Lidl  &  Schwarz  in  the  image 
of  Aldi:  prices  as  low  as  the  over- 
head, food  in  crates  on  the  floor. 

Mohn  family 

Estimated  $4.4  billion 

Family-founded  and  -controlled  Ber- 
telsmann is  the  world's  second-largest 
media  conglomerate  (revenues,  $10 
billion)  after  Time  Warner.  It  owns 
Bantam  Doubleday  Dell  publishing 
and  RCA  Records  in  the  U.S.  Pop  diva 
Whitney  Houston's  "I  Will  Always 
Love  You"  is  the  biggest-selling  sin- 
gle of  all  time,  and  bestselling  author 
John  Grisham  has  an  astounding  23 
million  copies  of  The  Firm  and  three 
other  thrillers  in  print. 

Leo  Kirch 

Estimated  $1.9  billion 

Kirch,  66,  through  Kirch  Group,  sup- 
plies movies,  TV  programming  and 
much  else  to  Germany  and  elsewhere 
in  Europe,  and  has  extensive  German 
broadcast  interests. 

Brost  and  Funke  families 

$1.3  billion  each 

Co-owners  ofWAZ  Group,  Germain  's 
leading  publisher  of  regional  newspa- 
pers and  owners  of  14  local  radio 
stations.  Add  de  facto  controlling 
stakes  in  three  eastern  German  pa- 
pers, four  in  Hungary,  and  reportedly 
one  each  in  Slovakia  and  Portugal. 

Heinz  Bauer 

Estimated  $1.4  billion 

Bauer,  53,  makes  most  of  his  money 
from  numerous  TV  listing  guides, 
which  have  minimal  staff  and  circulate 
in  the  millions.  His  Quick,  know  n  for 
naked  ladies  on  its  covers,  folded  as 


result  of  high  costs  and  fast  grow  ing 
private  TV.  He  is  taking  a  stab  at 
launching  a  new  TV  station  called 
RTL-2,  but  his  partners  are  fractions. 

Chantal  Grundig 

$2.5  billion 

Three  years  after  Max  Grundig  died, 
in  1989,  his  young  (she's  now  44) 
widow  ,  Chantal,  married  her  heart 
surgeon  lover.  But  Chantal  has  a  new 
problem:  Grundig  AG  is  in  serious 
trouble,  thanks  to  the  high  deutsche 
mark  and  heavy  overcapacity  in  the 
home  electronics  industry.  Labor 
union  representatives  on  Grundig's 
board  have  asked  Chantal  to  give  up 
the  $31  -million- a-year  dividend  paid 
into  the  Grundig  trust  she  controls. 
No  comment  from  Chantal. 


Chantal  Grundig 

Billionairesses,  too,  have  problems. 


Otto  family 

Estimated  $3.3  billion 

One  jewel  of  Otto  Versanti,  the 
world's  largest  ($13  billion  sales) 
mail-order  house,  is  Spiegel.  Chica- 
go-based like  Sears,  it  gears  its  mer- 
chandise to  the  relatively  affluent  who 
demand  home  deliver)'. 

Schickedanz  family 

Estimated  $3.5  billion 

Europe's  largest  mail-order  house. 
Quelle,  part  of  the  $11  billion  Schick- 
edanz group — long  controlled  by 
Crete,  81,  widow  of  founder  Gus- 
tav — could  sell  off  side  businesses 
such  as  a  brewery.  It's  building  a  giant 
$625  million  distribution  center  in 
Leipzig,  in  eastern  Germany. 


Knauf  family 

$1.2  billion 


Baldwin  (left)  and  Nikolaus  Knauf 
European  plasterboard  powers. 


Baldw  in  Knauf,  53,  and  his  cous- 
in Nikolaus,  54,  run  Europe's  leac 
ing  gypsum  and  plasterboard 
producer,  Gebr.  Knauf  West- 
deutsche  Gipswerke  KG  (estimat- 
ed 1992  sales,  $1.5  billion).  The 
Knaufs  are  innovative  and  ag- 
gressive. To  break  the  near  mo- 
nopoly in  the  British  market  of 
British  Plasterboard  in  the  late 
1980s,  for  example,  the  cousins 
manufactured  a  high-quality, 
cheaper  plasterboard  from  de- 
sulfured  gypsum,  a  waste  by-prot 
net  German  utilities  pay  Knauf  tt 
remove.  The  Knaufs  now  have  20 
of  the  British  market.  Their  fa- 
thers, Karl  and  Alfons,  founded  tl" 
company  in  1932.  It  grew  fast  in 
the  postwar  construction  boom. 
Baldwin  and  Nikolaus  are  hop- 
ing to  repeat  in  eastern  Europe. 

Adolf  Merckle 

$2.1  billion 

Through  his  Ratiopharm  Gmb 
Merckle,  59,  is  Germany's  lead 
producer  of  generic  drugs.  He  is  als 
major  wholesaler.  All  of  which  me 
he  is  perfectly  positioned  for  the  G 
man  government's  version  of  hea 
care  reform,  which  includes  crack 
dow  n  on  spiraling  drug  prices. 

Merck  family 

$2.3  billion 

Their  E.  Merck  (split  from  the  L 
Merck  &  Co.  by  WWI )  is  run  by  H 
Joachim  Langmann,  68,  who  marr 
into  the  family.  German  price  a 
trols  on  drugs  w  on't  help;  fortune 
ly,  some  45%  of  E.  Merck's  reven 
come  from  such  nondrug  items 
liquid  crystal's,  used  for  laptops. 


106 


Forbes  ■  July  5,1' 


lgelhom  family 

.7  billion 

ey  own  drugmaker  Boehringer 
innheim.  Over  half  of  production  is 
gnostic  drugs  and  testing  not  sub- 
t  to  German  price  controls,  and 
Yo  of  their  total  sales  are  outside 
rmany. 

>ehringer  family 

.7  billion 

is  family  owns  Boehringer  Ingel- 
m  Group,  lately  known  for  its  work 
anti-MDS  drugs.  (The  Engelhorns' 
ehringer  has  no  present  connec- 
n.)  But  faced  with  drug  price  con- 
Is  and  high  manufacturing  costs,  it 
lready  cutting  back  on  some  of  its 
iinesses:  The  company  can't  do 
rything  at  once. 


Johanna, 
Susanne  and 
Stefan  Quandt 

Combined  $4.3  billion 

Last  year,  for  the  first  time,  the 
Quandts'  60%-owned  BMW  outsold 
rival  Mercedes — by  67,395  units. 
When  its  first  U.S.  plant  opens — in 
Spartanburg,  S.C.  in  1995 — the  unit 
gap  will  probably  widen  if,  as  expect- 
ed, BMW  rolls  out  a  downsized  road- 
ster priced  below  $20,000.  (In  money 
terms,  Mercedes  still  outsells  BMW  by 
more  than  double.)  Credit  profes- 
sional managers.  Neither  industrialist 
Herbert  Quandt's  widow,  Johanna, 
66,  nor  her  two  children,  Susanne, 
30,  and  Stefan,  27,  are  active  in  the 
company. 


Porsche  family 

$2.1  billion 

Unlike  BMW,  Porsche  is  reeling.  Pro- 
duction is  down  to  16,000  vehicles, 
from  a  peak  of  53,625  in  1985-86; 
the  Porsches  canceled  their  dividend 
on  their  voting  stock  last  year.  To  stop 
merger  rumors,  Porsche  family  mem- 
ber (and  Volkswagen  chairman)  Fer- 
dinand Piech  told  the  German  press  in 
March,  "As  long  as  I  live,  Porsche  will 
remain  independent.11 
But  stay  tuned. 

Bosch  family 

$1.1  billion 

Robert  Bosch  GmbH  (sales,  $22  bil- 
lion) is  the  world's  top  producer  of 
antilock  braking  and  fuel  injection 
systems.  With  prices  of  auto  compo- 
nents under  pressure,  a  fifth  of  its 
German  workers  are  on  short  time. 

Freudenberg  family 

$1.9  billion 

Hurt  by  Europe's  recession  and  high 
German  manufacturing  costs,  Freu- 
denberg  Group — run  by  fourth-gen- 
eration Reinhart  Freudenberg,  61 — is 
shifting  its  auto  parts  production  out 
of  Germany  to  lower-wage  countries, 
such  as  the  U.K.  and  Italy. 

Otto  Beisheim 

Over  $3.1  billion 

In  1964  Otto  Beisheim  founded  Ger- 
many's Metro  C+C  Stores,  now  Met- 
ro Group.  Headquartered  in  the  low- 
tax  Swiss  canton  of  Zug  but  managed 
out  of  a  warehouse  in  Diisseldorf, 
Metro  owns  hypermarkets,  furniture 
stores  and  other  retailers  and  is  Eu- 
rope's biggest  wholesaler-retailer. 
Global  turnover:  about  $44  billion. 
Beisheim,  69,  long  ago  left  day-to- 
day affairs  to  Metro  Chief  Executive 
Erwin  Conradi,  and  shuttles  between 
homes  in  America  and  Europe.  Be- 
sides a  third  of  Metro,  he  has  private 
broadcast  interests  with  media  mogul 
Leo  Kirch  (which  see). 

Schmidt-Ruthenbeck 
family 

Over  $3.1  billion 

This  secretive  clan  backed  Beisheim  in 
1964.  They  hold  their  one-third  in- 
terest in  Metro  Group  through  Su- 
prapart  AG,  also  based  for  tax  reasons 
in  Zug.  Attempts  to  reach  them  have 
been  to  no  avail. 


[eitkamp  family 

1.1  billion 

hundred  years  ago,  before  the 
uhr  region  became  an  industrial 
>rawl,  Engelbert  Heitkamp  built 
inals  and  streets.  Today  his  great- 
•andson,  also  Engelbert,  45,  still 
ins  the  family-owned  construction 
>mpany,  Heitkamp  Group 
.992  revenues,  $1.1  billion), 
hree-fourths  of  all  German  pow- 
•  plants  have  cooling  towers  built 
f  Heitkamp,  which  also  lays  rails 


for  the  tunnel  connecting  England 
to  the  Continent,  builds  towers 
for  Germany's  mobile  phone  net- 
work, and  has  a  booming  waste 
management  business.  The  founda- 
tion for  much  of  the  current  suc- 
cess was  laid  by  Engelbert's  father, 
Robert  Heitkamp,  now  78,  who 
took  over  after  World  War  II  and  ran 
it  until  1981.  The  latest  Engelbert 
has  a  strong  act  to  follow. 


gelbert  Heitkamp 

ins  the  largest  privately  held  construction  company  in  Germany. 
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Thk  Compaq  LTE  Lite.  R 
TheRllME  Working.  At 

OK,  we're  not  saying  you  live  on  three  hours  of  si 
or  that  you  eat  Chinese  takeout  every  night.  And  e 
if  you  do,  we're  not  saying  that  a  COMPAQ  LTE 
486SL  notebook  is  suddenly  going  to  change  all 

Wha  t  we  will  say  is 
that  it  could  make  your 
life  a  lot  simpler.  Partic- 
ularly if  you  travel. 

You  see,  on  one  hand, 
these  new  computers 
are  lightweight,  compact 
notebooks  (6.3  pounds, 
8.5"  x  11").  They're  avail- 
able with  three  different 
screens:  the  COMPAQ 
UltraView    the  world's 
only 


black  and  white,  active 
matrix  VGA;  a  256-color 
active  matrix;  and  the 
highlv  acclaimed  passive 
monochrome  MaxLight. 


Simply  slide  the  LTE  Lite 

 notebook  into  the  COMPAQ 

"gt  \/a    Desktop  Expansion  Base 
a'     r       and  you  have  a  full-Junc- 
tion, Jully  connected 
desktop  computer. 


There's  the  inte 
EasyPoint  trackba 
each  has  a  range  ( 
vative  power- conse 
features  to  help  < 
batter v  life. 

But  what  also 
these  notebooks  ui 
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opleWho  Spend  Half 
ie  Other  Half  Working. 


hey  double  as  full- 
,  full-featured  486 
op  PCs. 

simply  sliding  your 
Lite  notebook  into 


bays  increase  expansion 
capabilities.  Best  of  all, 
you're  using  the  same 
hard  drive.  So  whether 
you're  in  the  office  or  on 


OMPAQ  Desktop 
ision  Base,  you're 
itly  connected  to 
rs,  peripherals  and 
network.  No  flop- 
no  fumbling  with 
no  headaches.  And 
ictra  slots  and  drive 


the  road,  your  files  are 
always  with  you.  The 
expansion  base  also  of- 
fers you  a  keylock  to 
secure  your  notebook. 

Of  course,  if  you  don't 
need  all  the  functions  of 
a  full -sized  PC,  but  want 


easy  connection  to  your 
peripherals,  choose  the 
new  Enhanced  QuickCon- 
nect  —  a  one-step  system 
with  integrated  Ethernet 
and  SCSI  support. 

And  like  all  of  our 
PCs,  these  notebooks  are 
backed  by  CompaqCare. 
Which  includes  a  free, 
three-year  worldwide 
warranty,  and  a  year  of 
free  on-site*  service  in 
the  U.S.  or  Canada. 

For  information  on 
the  COMPAQ  LTE  Lite 
486SL,caU  1-800-345-1518. 
Because  if  you  work  out 
of  the  office  on  a  regular 
basis,  you  really  lead  two 
lives.  So  they're  perfect 
for  you.  And  you. 

COMPAQ 


Unlike  other  486  chips,  the  Intel 
486SL,  with  an  integrated  numeric 
coprocessor,  provides  higher  perfor- 
mance and  extended  battery  life. 


No  wires,  no  interface  boxes,  no 
headaches.  The  optional  fully  in- 
tegrated COMPA(lSpeedPA(ll44 
Modem  connects  the  LTE  Lite 
directly  to  a  cellular  phone  so  you 
can  send  e-mail  and  faxes. 


rvided  by  Contracted  Service  Providers  and  may  not  be  available  in  certain  geographic  locations.  Certain  restrictions  and  exclusions  apply  Monitors,  batter 
opiums  are  covered  by  a  one  vear  warranty.  ror  further  details  on  our  limited  warranty,  contact  the  Compaq  Customer  Support  Center. 


Haniel  family 

$6.2  billion 

The  I  laniels  run  Franz  Haniel  &  ( lie. 
Gmbl  1  .u  the  same  spot  in  Duisberg 
where  Frederick  the  Great  granted  a 
I  [aniel  ancestor  the  right  to  build  a 
warehouse  in  1756.  More  than  two 
centuries  later  they  bought  a  third  of 
Otto  Beisheim's  Metro.  Other  hold- 
ings include  the  big  U.S.  food  whole- 
saler Scrivner. 

Mann  family 

$1.4  billion 

Mann  Group,  headed  by  scion  Johan- 
nes Mann,  4 1 ,  owns  Wertkauf  hyper- 
markets and  a  dozen  large  furniture 
stores,  which  compete  with  Metro. 
Mann's  newest  furniture  stores  copy 
the  successful  Ikea  formula,  a  la  Ing- 
var  Kamprad  (which  see). 

Haindl  family 

$1.8  billion 

Expert  in  recycled  newsprint  technol- 
ogy, the  Haindl  clan's  G.  Haindl'sche 
Papierfabriken  is  proceeding  can 
tiously  with  a  recent  joint  venture  in 
California  with  Canadian  paper  com- 
pany MacMillan  Bloedel.  Back  home, 
a  new  de-inking  plant  will  enable  20% 
recycled  content  for  glossy  magazine 
paper — a  first. 

Reimann  family 

$1.5  billion 

They  control  Jbh.  A.  Benckiser 
GmbH  (1992  sales,  $2.6  billion).  It 
sells  cleaning  products  and  in  recent 
years  bought  cosmetics  and  fragrance 
companies,  including  Coty  and  Quin- 
tessence in  the  U.S. 

Rochling  family 

$1.6  billion 

Their  publicly  quoted  Rhcinmctall  AG 
is  hurting  from  military  cutbacks,  but 
the  family's  telecommunications 
company,  Deutsche  Telefonwerke 
(DeTeWe),  has  a  big  piece  of  the 
government  contract  to  rebuild  east- 
ern Germany's  phone  system.  The 
Rochlings'  next  business  venture:  of- 
fice furniture. 

Werhahn  family 

$1.3  billion 

Wilhelm  Werhahn  KG  (  1992  sales,  $2 
billion)  owns  numerous  medium-size 
companies.  Also  50"..  of  big  Strabag 
Bau  ag;  Germany's  fourth-largest 
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construction  company,  very  active  in 
eastern  Germany.  One  Strabag  sub 
sidiary  is  turning  rubble  from  the  old 
Berlin  Wall  into  roadbed. 

Henkel  family 

$4.9  billion 

Germany's  fourth-largest  chemical 
concern  (after  Bayer,  Hoechst  and 
BASF),  Henkel  KGaA  has  important 
U.S.  holdings:  28%  of  Clorox,  29%  of 
Loctite  and  24%  of  Ecolab.  The  Hen- 
kels  own  an  estimated  70%. 

Oetker  family 

$3.1  billion 

Rudolf  August  Oetker,  76,  is  grand- 
son of  "Dr.  Oetker,"  Germany's 
equivalent  of  Betty  Crocker.  The  fam- 
ily's food  and  beverage  group  (sales, 


Diehl  family 

$1.1  billion 


Karl  Diehl 

Swords  to  plowshares — again. 


Karl  Diehl,  now  86,  saved  his  fa- 
mily's metalworking  company  af- 
ter World  War  II  by  turning  old 
planes  into  shovels,  hoes,  even  ra- 
zors. He  rebuilt  Diehl  Group 
into  a  leading  munitions  suppli- 
er—in the  early  1980s,  70%  of 
company  sales  were  military.  To- 
day, it's  closer  to  40%  and  drop- 
ping, and  Karl's  sons  Werner,  Peter 
and  Thomas,  and  nonfamily 
managers,  must  save  the  company 
again.  "We  foresaw  this  down- 
turn five  years  ago  and  began  fo- 
cusing our  investments  in  civilian 
technologies,"  says  a  spokesman. 
This  time  around  there  are  semi- 
finished metal  goods  for  autos, 
control  systems  for  heating  and 
appliances,  and  a  clock  business 
based  on  radio  controlled  clocks 
that  never  need  adjusting. 


$4.6  billion)  produces  cake  mbfl 
frozen  desserts  and  pizza,  and  h 
financial  and  insurance  interesl 
Oetker  sees  itself  as  a  European  co 
glomerate:  Rudolfs  son  Richard,  4 
is  working  to  speed  up  penetration 
eastern  Europe.  Eldest  son,  Augu: 
49,  handles  overall  day-to-day  affaij 

Siemens  family 

$2.2  billion 

Today's  Siemenses  have  no  manag 
ment  role  in  146-year-old  Siemej 
Co.,  founded  by  their  ancestors,  b 
they  still  hold  enough  voting  stock 
the  world's  sixth-largest  electron] 
and  electrical  firm  (1991-92  sal< 
$49  billion)  to  exercise  an  effect! 
veto  on  key  corporate  decisions. 

August  and  Wilhelm 
von  Finck 

Combined:  $3.3  billion 

The  brothers  sold  the  family  bank 
1990.  Wilhelm  keeps  a  low  profi 
but  August,  63,  actively  invests,  esp 
dally  in  Switzerland.  His  biggi 
Swiss  investment,  Movenpick,  t 
restaurant  chain,  is  now  going  frc 
red  ink  to  black.  He  also  has  10% 
Swiss  metals  company  Alusuisse  a 
10%  of  armaments  and  engineeri 
group  Oerlikon  Buhrle.  Germ 
holdings  include  the  Lowenbfl 
brewery. 

Rolf  Get-ling 

$2.8  billion 

Sole  heir  to  Gerling  Konzern,  G 
mam's  leading  industrial  insur 
Rolf,  39,  sold  30%  to  Deutsche  Ba 
for  an  estimated  $940  million  to  $'. 
billion.  Resident  in  Zurich,  he  pi 
sues  interests  in  the  environment  a 
industrial  psychology. 

Oppenheim  family 

$2.7  billion 

Their  Sal.  Oppenheim  Jr.  &:  C 
(since  1789)  remains  Germany's  b 
gest  and  most  prestigious  priy 
bank — and,  with  capital  close  to  1 
of  total  assets,  one  of  Germany's  m 
solvent. 

Josef  Schorghuber 

$2.6  billion 

While  his  Paulaner  A.G.  makes  1 
Bavaria's  biggest  brewer,  real  est 
mogul  Schorghuber,  73,  has  inves 
more  than  $300  million  over  tb 

Forbes  ■  July  5,1' 


•!  SH€RRY-N€TH€RIAND 


781  Fifth  Avenue,  N.Y.,  NY  10022 
Reservations:  800-247-4377 
212-355-2800  •  Fax  212-319-4306 


rs  in  Berlin,  Leipzig  and  Dresden 
ce  buildings  and  apartments.  He 
:s  South  America,  too:  He  owns 
&  of  a  big  Chilean  brewery,  and  has 
[  estate  interests  in  Santiago  and  in 
jentina  and  Brazil. 

;rz  family 

billion  plus 

:ir  Tchibo,  Germany's  premier 
fee  brand,  is  expanding  into  the 
ner  Czechoslovakia  and  into 
ngary  and  Poland,  where  coffee 
isumption  is  one-third  or  less  the 
man  level.  The  Herzes  also  own  a 
in  of  retail  shops  and  control  75% 
Reemtsma,  Germany's  second- 
;est  cigarette  maker. 

iedrich  Karl  Flick 

25  billion 

k,  65,  sold  his  industrial  empire  in 
!6.  In  1991  kidnappers  grabbed 
brother-in-law.  Flick  put  up  the 
10  million  ($6.25  million)  ran- 
l,  but  at  the  kidnappers'  trial  it 
te  out  he  almost  refused. 
For  anyone  who  lives  in  Germany 
pays  taxes,"  Flick  reportedly 
mbled,  "ten  million  is  a  very 
h  sum." 

inle  family 

1  billion 

:se  heirs  own  61%  of  LTU,  which 
;  itself  as  Germany's  leading  holi- 
airline — lots  of  tour  packages  to 
spots  and  popular  sex  spots  like 
igkok.  Last  September  LTU  and 
/erful  Westdeutsche  Landesbank 
ight  the  Thomas  Cook  travel 
ncy. 

rl-Heinz  Kipp 

4  billion 

p  sold  off  his  Massa  chain  of  Ger- 
l  department  stores  years  ago  but 
t  the  underlying  real  estate.  Now 
he  owns  four-  and  five-star  Swiss 
:1s,  including  the  Tschuggen 
nd  in  Arosa,  his  official  residence, 
spends  most  of  his  time  at  the 
n  Roc  in  balmy  Ascona. 

Ill  Leihbrand 

1  billion 

)brand,  61,  sold  his  25%  stake  in 
man  supermarket  giant  Rewe  AG 

years  ago.  He  has  since  been 
oling  in  Rhine  Valley  vineyards, 

other  small  interests. 
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'Unequaled" 


AN  ENWONMENTAL  REVOLUTION 
FROM  TOP  TO  BOTTOM. 

Something  enlightening  is  taking  place. 
A  historic  partnership  between  the 
federal  government  and  America's 
business  community  to  protect  the 
environment  by  promoting  the  use  of 
revolutionary  lighting  technologies  that 
reduce  pollution. 

Green  Lights,  a  voluntary  corporate 
initiative,  encourages  the  use  of  energy- 
;£  efficient  lighting  where  it  is  profitable  and 
where  lighting  quality  is  improved. 
Through  this  initiative,  over  150  major 
corporations  have  already  agreed  to  reduce 
emissions  of  greenhouse  gases  and  help 
curb  acid  rain  and  smog  by  voluntarily 
upgrading  their  lighting  systems. 

To  learn  more  about  the  environmental 
benefits  of  energy-efficient  lighting  and 
how  you  and  your  company  can  profit 
from  it,  call  (202)  775-6650.  Or  write,  Green 
Lights,  U.S.  Environmental  Protection 
Agency,  Global  Change  Division,  401  M 
St.  S.W.  (ANR-445), 
£%\    Washington D.C. 20460. 
I  ^9ttpJ  \   The  environment  and 
%  ^u\C^^   your  accountants  can 
pho^     breathe  a  little  easier. 


EDITED  BY  JOSHUA  LEVINE 


It  takes  more  than  a  high-profile  name  to  sell  gourmet 
pasta.  Just  ask  Harry  (Harry's  Bar)  Cipriani. 

Harry's  pasta 


By  Peter  Fuhrman 


Harry  Cipriani  in  Venice  with  his  gourmet  pasta 
Getting  ready  for  a  big  push  into  the  U.S.  market. 


Thh  best  Italian  pasta  costs  about 
$1.50  a  pound  to  make.  Slap  on  the 
name  of  a  renowned  Italian  restaura- 
teur and  it  should  be  a  snap  to  sell  the 
pasta  through  supermarkets  and 
gourmet  shops  for  $6  a  half-pound 
box  that  feeds  five. 

That's  what  Arrigo  (Harry)  Cip- 
riani figured  almost  a  decade  ago 
when  he  started  selling  packaged  pas- 
ta. Cipriani,  61,  is  the  eponymous 
owner  of  Ham  's  Bar  in  Venice,  the 
ultratrendy  place  beside  the  Grand 
Canal,  made  famous  by  Ernest  Hem- 
ingway. (He  also  has  two  restaurants 
in  New  York,  Bellini  and  Cipriani.) 
Harry  runs  great  restaurants.  But  he 
sure  was  wrong  about  pasta. 

In  1983  Cipriani  bought  a  disused 
brewen-  on  the  Venetian  island  of 
Giudecca.  He  intended  to  convert  it 
to  a  bakery  to  supply  his  restaurants. 
But  the  local  authorities  w  ouldn't  let 
him  build  an  oven  chimney.  So  he 


decided  to  make  pasta  instead  and  sell 
it  under  the  Cipriani  brand  name.  But 
the  world  didn't  beat  a  path  to  his 
door.  "It  turns  out  there  is  a  world  of 
difference  between  selling  food  in  a 
restaurant  and  selling  it  through 
shops,"  says  Cipriani. 

The  quality  of  the  product  is  out- 
standing, but  Cipriani's  top  managers 
didn't  have  any  experience  in  distrib- 
uting or  marketing  packaged  foods. 
Sales  were  dismal,  amounting  to  un- 
der $  1  million  in  the  first  five  years.  "I 
w  as  recycling  all  my  profits  from  Har- 
ry's Bar  into  the  pasta  business,"  Cip- 
riani grimaces,  "and  found  bv  1990  I 
had  sunk  $5  million  into  a  business 
that  was  achieving  sales  of  only  SI. 5 
million  a  year." 

Finally,  two  years  ago,  Harry  got 
serious.  He  brought  in  some  experi- 
enced packaged  food  managers  and 
began  to  take  a  direct  interest  in  the 
marketing.  His  wife,  Ina,  designed  a 


new  package  that  stands  out  on  t 
shelves — a  brightly  colored  rectana 
lar  box  with  a  "'bartender"  logo 
Harry's  Bar  on  the  front.  Cipro 
then  produced  promotional  mater 
suggesting  the  pasta  is  made  by  1 
restaurant  chefs.  (  A  bit  of  a  stretc 
since  output  is  now  2.5  tons  a  weel 

Distribution  has  been  strengt 
ened,  quadrupling  to  2,000  the  nur 
ber  of  outlets  selling  the  pasta  in  Ita 
Germany,  France  and  the  U.S.  So  f; 
Cipriani  pasta  is  sold  in  just  a  few  fan 
U.S.  outlets,  mostly  in  fashionat 
food  emporia  like  New  York's  Del 
&  Deluca.  But  the  product  shod 
soon  show  up  in  shops  and  superms 
kets  in  most  major  cities. 

His  biggest  boost  in  the  U.S.  It 
cost  Cipriani  nothing.  He's  being  fe 
tured  in  a  $1.2  million  American  B 
press  ad  that  soft-sells  the  card  b 
raves  about  Harry  and  his  food.  "I 
probably  done  as  much  good  for  u 
as  for  [American  Express],"  he  say] 

Slowlv,  Cipriani's  pasta  companj 
turning  the  corner.  Last  year  sales  rcj 
to  $3  million,  and  they  should  clir 
to  $4.5  million  this  year.  Runni 
into  capacity  restraints,  he  is  planni 
to  shut  the  Venice  factor)'  and  opel 
new  one  on  the  Italian  mainland, 
will  increase  output  eightfold,  to 
tons  a  day — and,  most  importa 
give  Cipriani  the  opportunity  to  c 
his  wholesale  price  by  at  least  25 
Harrv  hopes  that  will  convince  rets 
ers  to  drop  their  prices  to  under  $! 
box — more  than  double  the  price 
standard  Italian  import  brands. 

For  Cipriani,  cutting  prices  is  pre 
ably  the  key  to  survival.  Through  Fi 
an  Italian  unit  of  its  Kraft  Gene 
Foods  division,  mighty  Philip  Moi 
is  poised  to  enter  the  U.S.  premiii 
pasta  market.  Italy's  largest  fresh  pa 
company,  privately  owned  Rana 
Verona,  is  getting  ready  to  do 
same.  The  faster  Cipriani  can  bu 
market  share,  the  better. 

Say  this  for  Harry  Cipriani: 
maintains  an  emotional  tie  to  his  pa; 
Some  consultants  from  McKinsey 
Co.  recently  visited  Cipriani  in  Ven 
and  offered  to  buy  his  pasta  operati< 
probably  figuring  they  could  quic 
resell  it.  But  the  talks  went  now  lu 
"They  talked  for  hours,"  Cipri 
says,  shaking  his  head  with  incredul 
"but  never  once  asked  to  actually 
the  pasta." 
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The  Annual 
Oxford  Summit 

International  scholars  and  corporate  leaders  assess  the  global 
business  climate  in  the  reflective  calm  of  Oxford. 

SEPTEMBER  15-18,  1993 


Practical  experience.  Scholarly  interpretation.  Inspiring  originality.  Reflective  time. 
We  will  bring  all  these  together  at  our  Tenth  Annual  International  Business 
Outlook  conference. 

Participants  can  take  away  from  the  experience  a  clear  'window  on  the  world'  through 
which  to  determine  business  strategy  in  these  challenging  times. 

It  is  unique.  The  conference  brings  together  a  distinguished  array  of  scholars, 
commentators  and  business  and  financial  leaders. 

it  is  exclusive.  In  order  to  maintain  the  2:1  business  leader  to  analyst  ratio, 
numbers  are  strictly  limited. 

ft  is  stimulating.  The  occasion  offers  that  rare  opportunity  for  a  working 
vacation  for  the  mind. 

The  Oxford  Summit  -  the  bridge  between  the  world  of  enterprise  and  the  world  of  ideas. 


iirra!b^jfe»enbunc 
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OXFORD 
ANALYT1CA 


Drawing  on  the  scholarship  of  Oxford  and 
other  major  universities  throughout  (he  world 
to  provide  business  and  government  leaders 
with  timely  analysis  of  world  events. 

SPONSORS  OF  THE  BLENHEIM  PAIACE 
BANQUET  WILL  INCLUDE 
GIBSON,  DUNN  &CRUTCHER 


r 
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CV  P  T  .  ase  send  VOu\b^  coherence 


Can  you  teach  a  computer  to  recognize  a  hit  song? 
Or  an  advertising  jingle?  Yep,  and  Robert  Uhlmann 
has  built  a  successful  business  on  that  skill. 

You're  playing  my  song 


By  Jeffrey  Young 

Robert  Uhlmann  has  an  unusual 
background,  a  degree  from  Dart- 
mouth in  music  and  an  M.B.A.  from 
Harvard.  He  fizzled  trying  to  write 
popular  songs  but  hasn't  strayed  far 
from  the  entertainment  business.  The 
43-year-old  runs  a  business  whose 
principal  asset  is  an  ingenious  mathe- 
matical algorithm.  Its  principal  cus- 
tomer: the  record  industry. 

Uhlmann  is  chairman  of  Broadcast 
Data  Systems,  L.P.,  a  nicely  profitable 
$13  million  (sales)  radio  airplay  and 
TV  and  radio  ad-tracking  business. 
The  business  grew  out  of  a  nasty 
experience  he  had  when  he  lost 
$25,000  producing  and  promoting  a 
single,  Something's  Going  To  Come 
From  This  Night,  in  Florida.  "The 
promotions  guy  I'd  hired  kept  telling 
me  I  was  getting  airplay,"  Uhlmann 
explains.  "He  even  showed  me  radio 
station  logs  and  charts  that  highlight- 
ed it.  But  there  were  no  sales.  Some- 


thing wasn't  right.'" 

It  sure  wasn't.  In  the  1950s  a  cozy 
relationship  built  up  between  radio 
stations  and  record  promoters.  The 
stations  would  report  what  they  said 
they  were  putting  on  the  air,  the 
numbers  would  go  onto  Top  40 
charts,  and  the  charts  were  the  gospel 
by  which  retailers  stocked  records. 
Since  no  one  verified  station  logs, 
there  was  plenty  of  room  for  manipu- 
lation and  graft,  as  well  as  confusion. 

Uhlmann  figured  there  ought  to  be 
a  way  to  monitor  radio  stations  elec- 
tronically. He  hooked  up  with  a  for- 
mer defense  industry  scientist,  Rich- 
ard Sebastian,  who  ran  a  small  engi- 
neering firm  in  the  Washington,  D.C. 
area.  Sebastian,  51,  is  an  expert  in 
pattern  recognition.  This  is  the  sci- 
ence behind  smart  bombs  that  pick 
out  targets,  computers  that  under- 
stand speech  and  security  systems  that 
match  fingerprints. 


tlI  worked  on  the  first  digital  rcc< 
nition  systems  designed  to  w  atch  1 
Ho  ChiMinh  trail  in  the  1970s,"  si 
Sebastian.  "We  used  similar  techn 
ogies  for  the  submarine  detection  a 
tracking  system  and  a  U.S.  Army  b 
defield  identification  project."  A 
thence  to  popular  music. 

How  does  the  song  analyzer  wo 
Sebastian  guards  the  formulas  close 
but  he  gives  some  hints. 

Whatever  the  target — voice,  si 
marine  or  hit  song — the  recognit: 
problem  boils  down  to  this:  how 
select,  from  a  huge  mass  of  data, 
salient  features  that  make  an  obj 
distinctive.  As  a  first  step,  Sebast 
breaks  a  100-second  recording  i) 
bite  sizes,  fractions  of  a  second.  T 
computer  filters  each  segment,  le 
ing  behind  the  distinctive  sound  I 
tares.  Having  isolated  what  is  imp 
tant  within  the  segment,  it  tl 
moves  on  to  the  next.  It  tries  to  ma 


The  digital  ear 

The  audio  print  for  a  half-second  song 
segment  is  a  blur  of  data,  far  too  much  to 
be  effectively  manipulated.  So  the 
Broadcast  Data  Systems  algorithm 
divides  that  jumble  into  12  consecutive 
48-millisecond  bars  of  data.  Then  each  bar 
is  separated  into  its  frequency 
components.  The  system  focuses  on  a 
handful  of  frequency  bands  in  each  bar, 
filters  out  the  rest  and  generates  a 
proprietary  digital  fingerprint  for  the 
input  signal. 


Original  signal 


Milliseconds 
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segment  with  one  of  the  thou- 
Is  of  patterns  stored  in  memory, 
he  process  it  moves  the  pattern 
ai  d  and  back  in  time,  looking  for 
in  its  library. 

he  tricky  thing  is  know  ing  w  hich 
jres  make  a  segment  of  sound 
nctive.  To  each  segment  the  algo- 
n  developed  by  Sebastian's  team 
ies  a  tool  invented  almost  two 
uries  ago  by  a  French  geometer, 
-  B  aptiste  -  Joseph  Fouri  e  r . 
zmrier  theorized  that  any  curve 
d  be  broken  dow  n  into  pure  fre- 
icies — like  the  A  of  a  tuning  fork, 
provided  an  elegantly  simple  for- 
1,  called  a  Fourier  transform,  for 
dating  how  much  of  each  fre- 
icy  goes  into  the  mix.  Think  of 
ransform  as  a  color  analyzer  at  the 
t  store:  To  get  that  ecru  to  match 
•  porch  trim,  you  need  so  much 
ind  so  much  yellow  added  to  the 
e  base.  Fourier  analysis,  however, 
>t  limited  to  light  waves.  It  can  be 
[  to  detect  wave  patterns  in  all 
ner  of  things — sunspots,  com- 
ity prices  and,  of  course,  sounds. 
)  what's  distinctive  about  the  fre- 
lcies  in  a  Frank  Sinatra  recording? 
ipo,  instrumental  emphasis  and 
I  colorings  all  have  their  effect  on 
nap  of  frequency  strengths,  called 
power  spectrum  (see  diagram). 
the  BDS  algorithm  doesn't  stop 
.  It  discards  most  of  the  informa- 
in  the  Fourier  transform,  leaving 


a  simplified  digital  fingerprint  unique 
to  every  recording.  The  fingerprint 
can  be  captured  in  a  string  of  key 
numbers.  Sebastian  isn't  saying  how 
this  final  step  works. 

The  algorithm  is  capable  of  match- 
ing up  a  song  being  tested  even  if  it  is 
slightly  out  of  alignment  with  the  test 
pattern  from  the  libraiy.  This  is  an 
important  matter,  since  the  system 
has  to  be  able  to  recognize  a  tune  even 
if  the  radio  station  starts  the  recording 
a  tenth  of  a  second  late  or  plays  it  on  a 
tape  player  that  runs  a  trifle  slow. 

Sebastian  puts  this  more  scientifi- 
cally: The  algorithm  must  be  robust 
to  variations  in  target  signals.  It's  a 
trick  he  learned  for  the  battlefield, 
where  an  acoustic  sensor  he  was  work- 
ing on  had  to  catch  the  distinctive 
sounds  of  a  tank  in  motion  even 
though  some  large  influences  on  that 
sound,  such  as  speed  and  terrain,  vary 
considerably. 

Four  years  after  hooking  up  with 
Uhlmann,  Sebastian  and  his  engi- 
neers had  reduced  the  system  to  a 
closetful  of  gear  in  a  back  room  at  MCA 
Records  in  North  Hollywood,  Calif., 
where  they  monitored  Los  Angeles 
rock  stations.  Nowadays  the  system 
runs  on  engineering  workstations, 
each  with  a  basic  library  of  50,000 
songs  but  connected  to  a  central  re- 
pository in  Kansas  City  that  stores 
another  1.2  million  patterns. 

"One  station  kept  listing  a  Tom 


Petty  song  as  number  one  in  airplay, 
but  our  system  showed  they  never 
played  it,"  says  Uhlmann.  "Eventual- 
ly the  station's  programmer  admitted 
that  he  hated  Tom  Petty  and  wasn't 
going  to  play  his  music,  no  matter 
how  popular." 

The  system  worked.  What  Uhl- 
mann needed  next  was  money  and 
marketing  talent.  These  came  from 
Martin  Feely,  now  49,  who  was  then 
an  executive  at  Billboard  magazine,  in 
charge  of  the  pop  charts.  Billboard's 
parent  company  ultimately  invested 
$30  million  in  the  invention,  taking 
an  85%  equity  stake  in  Uhlmann's 
company  and  taking  the  company 
national. 

Broadcast  Data  Systems  now  moni- 
tors 450  television  and  650  radio 
stations.  Record  companies  were  the 
original  customers,  but  a  lot  of  the 
sales  revenue  is  coming  in  now  from 
newer  services  that  monitor  advertis- 
ing and  syndicated  TV  shows. 

In  some  ways  the  ingenious  Sebas- 
tian system  is  dumb.  If  Kate  Smith 
and  the  Grateful  Dead  both  record 
the  national  anthem,  even  a  three- 
year-old  can  tell  that  the  tune  is  the 
same,  but  the  computer  can't.  That's 
all  right.  The  people  who  are  success- 
ful in  artificial  intelligence  don't  try  to 
replicate  human  intelligence;  they  try 
to  capitalize  on  the  computer's  pecu- 
liar skills.  No  human  can  remember 
50,000  songs.  Hi 
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imagine  rising  far  above  the  barri 


ween  systems. 
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COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


WHO'S  GOING  TO  capture  the  coming 
market  for  video  on  demand?  It's  not 
yet  clear  whether  this  business  is  go- 
ing to  end  up  in  the  hands  of  the  cable 
television  industry  or  the  telephone 
industry.  One  sure  winner,  however, 
is  the  computer  industry,  which  is 
supplying  weapons  to  both  sides  in 
the  battle. 

In  the  decade  ahead,  such  compa- 
nies as  Bell  Atlantic,  Time  Warner, 
U  S  West  and  Tele-Communications, 
Inc.  hope  to  create  a  nationwide  digi- 
tal network  that  will  make  it  possible 
to  use  the  home  television  set  to  play 
along  with  game  shows,  shop  or 
watch  any  video  anytime.  Like  the 
interstate  highway  system  of  concrete 
and  steel,  this  digital  highway  will  be  a 
long  time  abuilding,  and  the  routes  it 
will  follow  are  not  yet  clear.  What  is 
happening  now  is  just  the  first  phase 
of  a  very  public  market  research  study 
to  figure  out  what  viewers  want  to 
watch  and  how  much  they  will  pay  for 
it.  No  one  yet  knows  just  what  sort  of 
cables,  switches  and  other  electronic 
gear  will  predominate.  It  is  clear  al- 
ready, however,  that  the  information 
highw  ay  represents  a  huge  opportuni- 
ty for  suppliers  of  digital  systems, 
from  mainframe  computers  to  micro- 
processors and  operating  systems. 

Both  the  telephone  and  cable  in- 
dustries, for  example,  want  to  offer 


subscribers  the  opportunity  to  watch 
not  just  what  happens  to  be  on  the 
broadcast  schedule  at  the  moment 
but  any  program.  To  do  so,  they  must 
convert  programs  from  film  and  vid- 
eotape to  digital  form  and  store  them 
in  computers  for  replay  on  demand. 
Building  and  operating  such  digital 
video  libraries  will  challenge  comput- 
er engineers.  They  will  have  to  design 
new  chips  to  run  compression  algo- 
rithms at  lightning  speed,  build  video 
servers  that  can  transfer  billions  of  bits 
of  data  per  second,  and  invent  net- 
work controllers  to  operate  networks 
with  millions  of  terminals. 

Producing  all  this  new  equipment 
is  going  to  mean  business  for  such 
companies  as  Digital  Equipment, 
IBM,  Silicon  Graphics,  Sun  Microsys- 
tems and  the  chipmakers.  To  this  list 
of  public  companies  you  can  add  two 
privately  held  producers  of  massively 
parallel  computers  that  will  probably 
go  public  within  a  few  years:  Thinking 
Machines  and  MasPar  Computer. 

Consumers  are  beginning  to  buy 
more  via  television  (Forbes,  May  24). 
In  addition  to  the  cubic  zirconia  and 
closeout  gadgets  that  are  the  staples  of 
Home  Shopping  Network  and  QVC, 
cable  channels  will  offer  higher-quali- 
ty, more  expensive  products  direcdy 
to  consumers,  much  as  catalogs  do 
now.  Tomorrow's  cable  retailing  op- 
erations will  require  extensive  com- 
puter systems  for  order  entry,  inven- 
tory control,  shipping  and  billing. 
Good  business  for  IBM,  Hewlett- 
Packard,  Stratus  Computer  and  Tan- 
dem Computers. 

By  tar  the  largest  opportunity  to 
come  out  of  the  digital  highway  will 
be  on  the  receiving  end,  in  the  mil- 
lions of  smart  TVs  or  smart  attach- 
ments, and  in  the  software  interface 
through  which  TV  shows  are  selected. 

Not  too  far  down  the  road  is  a 
PCTV — a  computer  and  television  in 
one  box.  Until  standards  are  well 
established,  however,  the  new  digital 


electronics  probably  will  be  put  ii 
boxes  to  which  the  television  sets  v 
connect.  At  a  retail  price  bene. 
$300,  which  is  likely  by  1995,  | 
market  for  intelligent  set-top  bo: 
could  approach  $2  billion  if  digi 
video  reaches  only  10%  of  the  hon 
that  are  wired  for  cable  today. 

It  is  the  potential  of  this  market  tl 
has  prompted  the  recent  creation 
two  rival  consortia  to  develop  W 
products.  First,  Intel  and  Micros 
joined  with  General  Instrument,  I 
leading  supplier  of  today's  cable  c< 
verter  boxes,  to  make  set-top  co 
puters.  Then,  Intel  rival  Motor 
joined  with  Kaleida  (itself  a  joint  v< 
ture  of  IBM  and  Apple)  and  Scient 
Atlanta,  the  other  principal  makei 
set-top  electronics,  to  produce  a  co 
peting  system. 

It's  possible  that  the  cable  nctw< 
will  end  up  being  controlled  by  so 
other  entertainment  device  found 
the  home,  such  as  a  videogame  rj 
chine  or  audio-video  disc  player.  T! 
is  one  reason  investors  are  so 
trigued  by  the  potential  of  3DO, 
tiny,  newly  public  company  thai 
trying  to  create  an  international  st 
darti  for  home  entertainment  play 

And  what's  the  poor  TV  w  ate 
going  to  do  when  offered  access 
every  sitcom  ever  broadcast  and  m 
of  the  motion  pictures  ever  made? ! 
won't  be  willing  to  navigate  throi 
some  oversized  TV  Guide.  Inste 
she'll  get  something  like  the  graph 
interlace  on  today's  desktop  coma 
ers,  such  as  simple,  on-screen  pop 
windows  and  a  wireless  mouse. 

Further  in  the  future,  a  cable  s 
scriber  might  make  use  of  an  inu 
gent  agent — computer  software  t 
monitors  viewing  habits,  accepts  g 
eral  instructions  about  preferer 
and  then,  on  its  own,  brov 
through  huge  databases  of  avails 
videos  and  makes  recommendati 
about  programs  that  probably  wd 
interest  the  viewer. 

In  my  view  the  company  with 
greatest  advantage  in  consumer  in 
faces  is  Apple,  which  was  talk 
about  an  agent  technology  ca 
Knowledge  Navigator  years  ago. 
present,  however,  Apple  seems  tc 
putting  less  effort  into  video  on 
mand  than  Microsoft,  which  has  h 
dreds  of  people  working  on  the  fill 
of  digital  media. 
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Vhat  will  the  world  be  like 
five,  ten,  twenty,  even 
fifty  years  from  now... See 
/ourself  in  OMNI, 
nly  OMNI  brings  you  immi- 
it  breakthroughs  and  discov- 
s  that  will  have  a  dramatic 
>act  on  your  career,  your 
sstments,  your  life!  The  one 
ze,  where  every  month, 
1.1  get  the  latest  news  from 
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the  worlds  of  science,  technol- 
ogy and  innovation.  Plus,  let 
your  imagination  take  off  with 
the  best  in  original  science 
fiction. 

From  the  far  flung  reaches 
of  space  to  the  realm  of  your 
innermost  thoughts  and 
aspirations,  let  OMNI  propel 
you  straight  into  the  future. 
Subscribe  today! 


SCIENCE  &  TECHNOLOGY 


The  medium  is 
not  the  message 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  Galileo's  Revenge: 
Junk  Science  in  the  Courtroom  (Basic  Books). 


Consider  the  photograph  at  the 
top  of  this  page.  Let's  call  it  an  icon  for 
short.  Suppose  that  if  you  just  flicked 
my  face  with  your  finger,  the  column 
would  be  read  to  you  out  loud.  In  the 
soothing  voice  of  Walter  Cronkite.  In 
English  or  Urdu.  There  are  times 
when  this  might  be  convenient. 

Now  look  at  the  column  from  my 
end.  A  lifetime  ago  schoolteachers 
despised  me  for  my  slovenly  hand- 
writing. Today  I  never  write  by  hand; 
the  QWERTY  keyboard  has  become  an 
extension  of  my  brain.  Penmanship  is 
pretty  much  a  useless  talent  in  an 
electronic  age.  Typing  is  the  next 
doomed  art.  A  machine  that  takes 
accurate  voice  dictation  is  something 
I  will  buy  as  soon  as  an  affordable  one 
is  for  sale . 

The  question  then  arises:  If  it's 
going  to  be  voice  in  and  voice  out, 
why  exactly  will  we  need  writing  any 
more?  The  answer  comes  down  to 
what  computer  jocks  call  I/O — input- 
output.  Written  text  and  its  tradition- 
al repository,  paper,  are  still  a  lot  more 
convenient  for  many  things  than  elec- 
tronic alternatives.  Over  die  centuries 
we've  perfected  tools  for  linking  hand 
and  eye  to  paper.  As  a  result,  the 
"paperless"  office  churns  out  more 
paper  than  ever,  and  our  supposedlv 
intelligent  machines  require  the  chief 
executive  to  attend  secretarial  school, 
so  she  can  learn  to  type. 
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But  real  smarts  are  now  in  sight. 
The  new  tablet  computers  and  pen- 
sensitive  screens  are  an  important  first 
step,  but  there's  far  more  to  come. 
The  tools  we  need  for  depositing  our 
thoughts  in  electronic  vaults,  and  re- 
trieving them  again  at  will,  are  ad- 
vancing at  keyboard -smashing  speed. 

Each  year  those  tools  require  less 
from  the  people  who  use  them.  Yes- 
terday, palace  protocol  in  the  king- 
dom of  the  C>  prompt  required  you 
to  declaim,  in  the  Queen's  English, 
something  like  "Wouldst  thou  favor 
me  with  my  file  of  yesteryear?"  Now, 
with  a  point-and-click  mouse,  it's 
"Gimme  that."  With  a  touch-sensi- 
tive screen,  you  can  just  stick  a  finger 
in  some  gadget's  face. 

It  isn't  just  computers — the  I/O 
revolution  is  unfolding  all  around. 
Between  the  bar-code  reader  and  the 
electronic  cash  register,  a  supermar- 
ket clerk  need  not  know  how  to  read 
or  write,  still  less  how  to  add  or 
multiply — and  pretty  soon  the  check- 
out counter  won't  even  need  the 
clerk.  Getting  gas  used  to  require  a 
"Good  morning  to  you,  sir";  now  the 
pump  kicks  into  action  with  the  swipe 
of  a  magnetically  encoded  card. 

These  new  gadgets,  like  countless 
others,  bridge  the  fleshy  world  of 
humans,  lubricated  with  saliva  and 
tears,  to  the  dry,  photonic  universe  of 
silicon.  I'd  guess  that  three-quarters 
of  all  new  programming  and  process- 
ing these  days  is  dedicated  to  improv- 
ing the  links  between  machine  and  the 
human  body's  parallel  port  (the 
hand),  serial  port  (the  mouth)  and  its 
two  main  input  peripherals,  the  scan- 
ners we  call  eye  and  ear. 

As  these  I/O  links  are  perfected,  we 
will  transform  the  way  we  learn,  re- 
member and  think.  Spelling  used  to 
matter  a  lot.  The  spelling  book  was 
the  IBM  standard,  so  to  speak,  for 
quill  pens  or  keyboards.  Now  the 
electronics  behind  the  keyboard  can 
fix  spelling  mistakes  far  faster  than 


we  can  type  them,  and  dictation  ma- 
chines will  in  time  remove  our  clum- 
sy fingers  from  the  process  entirely. 
How  much  longer,  then,  will  it  make 
sense  to  have  school  kids  memorize 
"I  before  E,  except  after  c"?  Will  this 
advance  their  careers?  Or  will  it  be 
like  making  a  radio  engineer  learn 
the  Morse  code? 

To  pick  just  one  other  example, 
how  much  longer  will  we  want  teen- 
agers to  sweat  out  the  early  weeks  of 
June  memorizing  the  conjugations 
of  French  irregular  verbs?  Text 
translation  systems  are  improving 
rapidly;  within  our  lifetimes  simulta- 
neous translation  machines  will 
surely  make  it  possible  for  Peoria 
and  Paris  to  converse  freely,  each  in 
its  native  tongue. 

As  the  I/O  revolution  unfolds,  in- 
formation will  become  ever  more 
graphic  and  visual,  and  ever  less  tex- 1 
tual.  Orwellian  technophobes  hate 
this  trend.  When  you  stop  writing, 
they  say,  you  stop  thinking.  By  linking 
our  consciousness  to  the  medium  of 
television,  we  will  all  end  up  as  reflec- 
tive and  articulate  as  Vanna  White. 

I  doubt  it.  Mental  discipline  and 
creative  thought  are  possible  in  any 
medium.  The  man  who  wrote  the 
Odyssey  knew  how  to  think,  even  if  he 
did  not  know  how  to  write.  The 
timeless  poetry  of  the  Twenty-third 
Psalm  has  endured  not  because  it  was 
recorded  in  the  (equally  timeless) 
beauty  of  medieval  calligraphy,  but  I 
because  of  its  imagery.  Great  thought  I 
need  not  be  reduced  to  12 -point  Hel- 1 
vetica  to  be  great. 

So  Marshall  McLuhan  was  wrong. 
The  message  is  not  the  medium. 
With  perfect  I/O,  the  message  will  be 
defined  not  by  paper,  screen,  tablet 
or  loudspeaker,  not  by  Fortran, 
French  or  Farsi,  but  by  the  words  of 
your  lips  and  the  meditations  of  vour 
heart.  Inventive  people  who  under- 
stand this  are  going  to  get  rich  in  the 
1990s,  improving  I/O  to  the  point 
where  the  underlying  medium  disap- 
pears almost  entirely  from  sight.  The 
reader — no,  the  information  con- 
sumer— will  select  his  output, 
choosing  at  will  among  voice,  still 
photographs,  video,  holographs  and 
who  knows  what  else.  The  magazine 
that  looks  and  feels  like  a  magazine, 
but  functions  like  Windows,  is  closeij 
than  you  think.  ■ 
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"There  are  going  to  be 

no  survivors. 

Only  big  winners  and 


No  one  is  just  going  to  squeak  by." 


-Aetna  CEO,  Ronald  Compton. 


As  Ron  Compton  sees  it,  the  prescription  for  survival  in  the  future  is  simple.  Be  responsive.  Or  extinct, 
arn  how  he  plans  to  reinvent  Aetna  using  the  latest  information  technologies.  Discover  how  Eckhard 

iffer  took  Compaq  from  chump  back  to  champ.  Also,  catch  Tom  Peters'  new  column.  All  in  the  June 
\i  Forbes  ASAP.  The  technology  supplement  that  reaches  America's  top  managers  and  IS  executives. 


WHERE  TECHNOLOGY  GETS  DOWN  TO  BUSINESS. 


Rvertise,  call  Ward  Flock:  415-882-9600.  Next  closing:  July  26. 


Should  men  avail  themselves  of  a  new,  easy-to- 
administer  test  for  prostate  cancer?  The  answer 
to  that  question  is  surprisingly  controversial. 

The  big  choice 


By  Katarzyna  Wandycz 

Prostate  cancer  is  the  most  com- 
mon cancer  in  American  men  and, 
among  cancers,  the  second-largest 
killer  of  men,  after  lung  cancer.  This 
year  some  35,000  men,  virtually  all 
over  60,  will  die  from  prostate  cancer. 

But  thanks  to  new  tests,  prostate 
cancers  can  be  detected  earlier  and 
treatments  prescribed,  often  witit  up- 
lifting results.  In  1991,  for  example, 
Senator  Robert  Dole  ( R-Kans. ),  then 
68,  tested  positive  to  a  routine  blood 
test  for  prostate  cancer.  Dole  had  his 
prostate  removed.  "Early  detection 
saved  my  life,"  says  Dole,  who  spon- 
sored a  prostate  cancer  screening 
booth  during  last  year's  Republican 
Convention  and  who  serves  as  an 
honorary  chairman  of  a  prostate  can- 
cer support  group,  Us  Too  (see  box). 

There  are  several  tests  for  prostate 
cancer,  but  the  one  Senator  Dole 


credits  with  saving  his  life  is  a  blood 
test  for  prostate -specific  antigen,  or 
PSA.  First  applied  for  screening  in  the 
late  1980s,  the  PSA  test  is  inexpensive, 
usually  costing  patients  under  $50  per 
test.  In  essence,  it  measures  the  level 
of  a  protein  produced  by  the  prostate. 
If  the  prostate  produces  a  level  of  PSA 
above  the  norm,  a  prostate  enlarge- 
ment or  tumor  is  very  probably  the 
cause.  If  the  PSA  test  is  positive,  physi- 
cians almost  always  prescribe  follow- 
up  ultrasound  or  biopsy  tests. 

Thanks  to  its  low  cost  and  accuracy, 
the  PSA  test  is  becoming  a  popular 
screening  technique.  The  American 
Cancer  Society  recommends  annual 
PSA  tests  for  all  men  starting  at  50,  and 
earlier  for  black  men  and  men  with  a 
family  history  of  prostate  cancer. 

Surprisingly,  however,  the  PSA  test 
is  generating  a  great  deal  of  contro- 


ABOVE: 

Senator 
Robert  Dole 
"Early  detection 
saved  my  life." 

LEFT:  Dr.  Barnett 
Kramer,  National 
Cancer  Institute 
"Many  more  men 
die  with  prostate 
cancer  than  of 
prostate  cancer." 


versy  among  physicians  and  cani 
researchers.  Gerald  Chodak,  codir 
tor  of  urologic  oncology  at  UnivcH 
of  Chicago  Hospitals  is  opposed 
widespread  PSA  testing.  "I  don't  I 
lieve  we  know  it  is  the  right  thing 
do,"  says  Chodak,  "and  until  we 
know  it's  the  right  thing,  I  don't  tin 
we  should  do  it." 

Chodak  worries  that  many  met 
especially  those  over  age  70 — i 
take  the  psa  test,  test  positive, 
more  tests  and  then  undergo  unE 
essary  surgery  or  radiation  t realm 
for  cancers  that  pose  no  threat  to  tl 
lives.  Consider  some  statistics.  Imi- 
tate cancer  is  so  common  that  aut 
sies  of  men  over  50  show  that  ab» 
one  man  out  of  every  three  has  it.  1 
don't  panic.  Fewer  than  3  Ameri 
males  in  100  actually  die  from  pr 
tate  cancer,  and  many  of  those  ded 
occur  at  advanced  ages,  when  do 
from  some  cause  or  another  is  lik 
anyway.  Barnett  Kramer,  associate 
rector  for  early  detection  and  ccj 
munity  oncology  at  the  Natid 
Cancer  Institute,  the  main  fed* 
cancer  research  agency,  puts  it 
way:  "Many  more  men  die  with  pi 
tate  cancer  than  o/prostate  cancer 

The  tricky  thing  about  pros] 
cancers  is  that  they  either  grow  v 
quickly  and  kill  or,  far  more  oft 
they  grow  too  slowly  to  do  any  h. 
during  a  man's  lifetime.  The  PSA 
other  tests  can  help  identify  the  ( 
cer,  but  they  can't  tell  whether  or 
it's  a  fast-growing  killer. 

For  doctors  and  patients,  this 
ability  to  distinguish  between  t 
and  slow-growing  tumor?  means 
hard  to  set  the  right  course  of  acti 
"In  our  screening  programs,  o\  er 
of  the  cancers  discovered  are  cura 
but  we  can't  know  how  fast  they 
grow,"  says  Edward  DeAntoni, 
tant  professor  of  urology  at  the  I 
versify  of  Colorado  Health  Sciei 
Center,  who  coordinates  mass  pi 
tate  cancer  screenings.  "So  the  qi 
tion  is:  Do  we  leave  them  in  on 
theoretical  assumption  they  are 
tent?  Or  do  we  treat  them?" 

Isn't  the  answer  obvious- 
treatment,  fast,  and  take  no  chan 
No,  it  isn't.  For  one  thing,  there's 
treatment  cost.  In  1990,  for  exam 
the  cost  of  prostate  cancer  treatn 
in  the  U.S.  amounted  to  S5  billio 

But  more  important  than  econi) 
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en's  group 

■WARD  KAPS,  now  67, 
s  first  diagnosed  with 
jstatc  cancer  when  he 
s  52.  He  had  the  tumor 
liated,  but  the  cancer 
urned  ten  years  later,  just 
Kaps  was  retiring  as  a 
ector  of  industrial  rela- 
ns  for  General  Motors. 
:  underwent  surgery  to 
it  his  prostate  re- 
>ved,  and  decided  to  start 
roup  dedicated  to  edu- 
ing  men  about  prostate 
iter  and  treatments, 
[n  February  1990  Kaps 
i  four  other  men  suffer- 
;  from  prostate  cancer 
mded  Us  Too,  a  support 
mp  for  prostate  cancer 
ients.  Us  Too  dissemi- 
es  information  on  the 
ease,  and  lobbies  Wash- 
;ton  for  money  to  fight 
The  organization  now 
;  40,000  members  in 
states.  Two  U.S.  sena- 
s — Robert  Dole 
-Kans. )  and  Ted  Stevens 
-Alaska ) — are  Us 


Too's  honorary  chairmen. 

Although  prostate  can- 
cer is  the  most  common 
form  of  cancer  in  men, 
Washington  has  earmarked 
only  $37  million  for  pros 
tate  cancer  reaseareh  this 
fiscal  year  (ending  Sept. 
30).  By  contrast,  nearly 
$400  million  in  federal 
money  will  be  spent  on 
breast  cancer  research  in 
1993,  thanks  in  large  mea- 
sure to  the  political  clout 
of  the  National  Breast  Can- 
cer Coalition.  It  includes 
170  different  organizations 
with  millions  of  mem- 
bers. "Women  have  just 
done  a  better  job  of  get- 
ting funds,"  says  Kaps. 

Kaps  adds  that  women 
also  understand  illness  bet- 
ter than  men  do:  "They 
speak  more  freely  with  their 
doctors,  while  men  are 
pretty  macho.  But  that's 
starting  to  change."  To 
find  out  more,  call  800- 
82-US-TOO.    -K.W.  mm 


Us  Too  Chairman  Edward  Kaps 
"Women  have  done  a  better  job. 


onsiderations,  treatment  itself 
is  taking  some  chances.  Whether 
ment  involves  radiation  or  sur- 
,  it  may  cause  impotence,  inconti- 
:e  or  both.  The  risks  vary  based  on 
patient's  age  and  the  size  of  his 
3r,  but  doctors  estimate  that, 
ss  the  board,  as  many  as  50%  of 
tate  cancer  patients  who  elect  to 
:rgo  radiation — and  up  to  90%  of 
e  who  choose  surgery — become 
)tent  after  treatment. 
>,  bottom  line,  should  men  get 
d?  Curtis  Mettlin,  chief  of  epide- 
ogic  research  at  Roswell  Park 
:er  Institute  in  Buffalo,  N.Y., 
cs  they  should.  Mettlin  hopes 
over  50  will  use  the  PSA  test  to 
itor  their  prostate  the  way  many 
le  now  police  their  cholesterol 

"I  would  rather  wait  and  die  of 
ithing  else  later,"  says  Mettlin. 
it  the  University  of  Chicago's 
Id  Chodak  is  more  circumspect. 
|t  at  age  34,  probably  not  at  46," 

Chodak  when  asked  if  men 


should  be  routinely  screened.  "At  5 1  ? 
Maybe.  Men  between  50  and  70  have 
the  most  to  benefit  from  screening.  If 
you  have  a  prostate  problem  at  50, 
there  is  a  good  chance  that  it  will 
exacerbate  during  your  life." 

Chodak  adds  that  men  who  do  test 
positive  needn't  panic  and  rush  to  get 
treatment.  "Suppose  you  have  cancer 
and  we  find  it  through  the  [psaJ  blood 
test  at  age  50,  or  through  other  meth- 
ods at  age  55,"  he  says.  "Statistically, 
even  though  you  are  treated  at  55, 
you  live  just  as  long  as  if  you  were 
treated  at  50.  The  only  difference  is 
you  knew  about  your  cancer  five  years 
earlier,  and  maybe  had  to  endure  the 
side  effects  five  years  longer." 

Indeed,  a  recent  study  by  the  Pros- 
tate Patient  Outcomes  Research 
Team,  published  in  the  Journal  of  the 
American  Medical  Association,  tried 
to  evaluate  w  het  her  immediate  radical 
surgery  or  radiation  treatments  were 
better  than  "watchful  waiting" — 
meaning  getting  tested  for  the  spread 


of  the  cancer,  but  not  undergoing 
treatment  right  away.  The  researchers 
concluded  that  in  most  cases  the  best 
that  can  be  hoped  for  from  early 
treatment  is  less  than  one  extra  year  of 
what  they  call  "quality  adjusted  life 
expectancy" — meaning  life  as  adjust- 
ed for  the  risks  of  impotence  and 
incontinence.  The  study  speculated 
that  given  this  modest  payoff,  many 
patients  would  prefer  not  to  take  the 
chance  of  being  rendered  impotent  or 
incontinent  as  a  result  of  treatment. 

The  National  Cancer  Institute  re- 
cently began  a  trial  to  determine  the 
long-term  relationship  of  screening  to 
mortality  from  prostate  cancer.  The 
trial  is  expected  to  last  16  years. 

In  the  meantime,  in  this  murky  area 
one  thing  is  clear.  Whatever  your 
decision — if  you  have  to  lace  it — it's 
better  to  be  an  educated  patient.  Ad- 
vises the  NCI's  Kramer:  "The  best 
time  to  think  about  all  these  issues  is 
before  the  blood  is  drawn,  not  after  it 
comes  back  abnormal."  UM 


:s  ■  Julv  5,  L993 


123 


Now  Available  in  Leading  Bookstores 

Introducing 


Just  Published!  The  brand-new 
1993  edition  of  Forbes 
MediaGuide  500.  The 
Forbes  MediaGuide  500 
gives  you  critical,  unbiased 
reviews  of  the  nation's  top 
500  journalists.  You'll 
get  an  overview  of  the 
year's  major  stories,  a 
detailed  review  of  the 
best  stories  and 
columns  of  1992 
along  with 
comprehensive 
ratings  of  the 
leading  j  ournalists 
in  Business, 
Commentary, 
Foreign,  National 
Security, 
Science/Health/ 
Environment, 
Society  and 
Politics. 
The  Forbes 

MediaGuide  500  —  it's 
a  great  way  to  get  a  better 
handle  on  today's  fast  moving  media  world. 


Get  the  Scoop  on 
the  Nation's  Top  500 
Journalists 


Only  $19.95.  Or,  for  a  limited  time,  you  can  receive  your  own  copy  FREE,  when  you 
subscribe  to  the  all  new  MediaGuide  Quarterly.  For  more  info  call  1-800-825-0061. 


PERSONAL  AFFAIRS 


ere  are  plenty  of  ways  to  get  skinned 
ying  Oriental  rugs. 

Carpet  ride 

Christie  Brown 

SRICANS     BUY  ABOUT 

I  billion  worth  of  hand- 
le Oriental  rugs  every 
•.  But,  in  search  of  bar- 
is,  they  often  make 
;ers  of  themselves, 
ake  those  widely  touted 
ing  out  of  business" 
>et  sales  and  itinerant 
dons  held  at  airports 
hotels.  Most  are  outra- 
us  scams.  Consider  the 
auction  planned  at  the 
tland,  Ore.  airport  in 
0.  The  ads  for  the  "by 
rt  order,  emergency 
don"  promised  "ex- 
lely  valuable  genuine 
dmade,  hand-knotted 
dan  rugs." 

he  Portland  authorities 
lied  a  rat  and  raided  the 
don.  How  wonderful 
s  the  rugs?  "Mostly 
is     from  Pakistan," 
ts  Tom  Atiyeh,  an  ap- 
ser  and  rug  importer 
)  went  along  on  the 
.  Oregon  Assistant  At- 
ley    General    Eugene  nam 
rsole  seized  all  the  car- 
,  about  200  in  all,  and  sued  the 
ioneer,  Salim  Kahn,  for  false  ad- 
ising  and  consumer  fraud.  Kahn 
alleged  to  have  used  shills  in 
ious  auctions  to  drive  up  prices, 
o  problem.  Kahn  settled  the  case 
tout  admitting  or  denying  the 
ges.  He  paid  $6,000  and  got  his 
htory  back.  His  next  auction 
nptly  touted  carpets  seized  by  the 
[  of  Oregon. 

(any  going-out-of-business  sales, 

vvn  among  their  practitioners  as 

b,  are  the  same  song,  next  verse. 

ically,  gobs  are  operated  by  pro- 

onal  liquidators  who  set  up  shops 
short-term  leases.  Like  the  trav- 

\  auctions,  much  of  the  merchan- 
ts remaindered  goods  bought 


A  good  19th-century  Persian  Heriz 
But  don't  get  taken  by  the  GOBs. 


from  big  importers — rugs  that  are 
rewoven,  off-center,  painted  or 
bleached.  But  the  lay  buyer  frequently 
can't  tell  the  difference,  and  that  is 
what  liquidators  count  on.  Prices  are 
marked  up  about  800%  over  normal 
retail;  this  "regular  value"  is  then 
slashed  70%  and  more  to  compete 
with  first- quality  goods  in  the  nearby 
shops  of  established  dealers.  That  way 
the  buyer  thinks  he  or  she  is  getting  a 
great  deal  on  the  merchandise. 

The  great  irony  in  this  is  that  the 
cost  of  most  legitimate  merchandise  is 
dropping.  While  the  very  best  antique 
rugs  are  climbing  in  price,  rugs  in  the 
middle  of  the  market  have  dropped 
about  20%  in  the  last  two  years.  For 
example,  a  standard  19th-century 


Persian  Sarouk,  which  fetched  $9,000 
in  1991,  now  brings  $7,000.  One 
reason  for  the  fall:  weak  demand  from 
European  dealers. 

How  do  you  judge  good  Oriental 
carpets  from  bad?  The  value  of  an 
antique  Oriental  rug  is  determined  by 
its  color,  condition,  quality,  age  and 
rarity.  But  the  difference  between 
great,  mediocre  and  lousy  is  often 
hard  for  a  novice  to  detect. 
"A  10%  difference  in  quali- 
ty means  double  the  price," 
says  Leslie  Stroh,  publisher 
of  Rug  News,  a  monthly 
trade  magazine  published 
in  New  York. 

Take  a  10-by-12-foot 
19th-century  Persian 
Heriz,  currently  popular 
with  interior  decorators. 
One  in  very  good  condition 
costs  about  $50,000,  while 
one  in  bad  shape  might  be 
worth  as  little  as  $4,000. 
But  it's  easy  to  fool  the 
novice  by  painting  out  the 
worn-out  and  damaged 
areas — a  common  trick  in 
the  trade. 

How  can  you  tell  if  it's 
painted?  James  Keshishian, 
a  prominent  rug  dealer  in 
Chevy  Chase,  Md.,  dabs  a 
bit  of  saliva  on  a  hankie, 
rubs  it  on  a  suspect  area, 
and  waits  ten  seconds,  then 
rubs  again.  Any  paint  will 
show  up  on  the  hankie. 

Bleaching  is  another 
trick — shady  dealers  do  this 
to  make  new  rugs  look  an- 
tique. To  test  for  bleaching,  separate 
the  fibers  at  the  base  of  the  carpet.  Just 
like  a  bad  hair  job,  the  roots  will  be 
darker  if  the  carpet  has  been  bleached. 

But  even  for  the  pros,  dating  a  rug 
and  placing  its  origin  is  hardly  a  sci- 
ence. Says  James  Ffrench,  Christie's 
Oriental  rug  expert:  "There's  a  saying 
in  the  industry — you  put  ten  rug  peo- 
ple in  a  room,  you're  going  to  get  25 
answers." 

So  what's  a  collector  to  do?  The 
best  advice  is  to  shop  at  reputable 
dealers  who  guarantee  what  they  sell. 
Educate  your  eye  for  the  differences  in 
quality;  like  clothes,  if  a  carpet  looks 
and  feels  good,  chances  are  it  is. 

One  dead  giveaway  of  a  shady  deal- 
er is  anyone  who  is  selling  new  Iranian 
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GM  Bonus  $84.75 


Round-Trip  Ticket,  ORD  to  SFO 
GM  Partner  Bonus  $59.50 
through  GM  Travel  Services 


GM  Bonus  $3.25 


Mobil 


15  Gallons  Mobil  Super 
GM  Partner  Bonus  $1.75 


GM  Bom 


GM  Bonus  $38.99 


GM  Bonus  $109.95 


UP  TO 


%000 

A  YEAR 

toward  a  new  GM  car 
or  truck.  Plus  all  the  advantages 
of  a  Gold  MasterCard." 


GM  Bonus 


MCI 


5  Long  Distance  Calls 
GM  Partner  Bonus  $1.27 


Dinner  fc 
GM  Bonu 


■ 


GM  Bonus  $1.00 


GM  Bonus 


GM  Bonus  $2.20 


GM  Bonus  $49.45 


Don't  Spend  More,  Sper 
Introducing  The  New  G 


GM  Bonus  $47.25 


Continental 


Round-Trip  Ticket,  EWR  to  DFW 
GM  Partner  Bonus  $50.30 


Offer  is  redeemable  as  discount  on  pure  base  or  lease  of  a  new  GM  car  or  truck.  Up  to 
$1,000  annually,  or  maximum  of  S 7,000  over  7  years.  May  be  combined  with  other 
offers.  Subject  to  GM  Gold  Card  Rebate  Program  Rules.  Mobil  Partner  Bonus  not 
available  in  New  Jersey.  GM  Travel  Services  provided  by  Carlson  Travel  Network. 
There  is  no  transaction  fee  for  Transfer  (  hecks,  normal  finance  charges  apply  from 
thi  date  of  posting-  ©1993  General  Motors  Corporation. 
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GM  Bonus 


GM  Bonus  $3.75 


GM  Bori 


Spalding  and  Top  Flight  are  registered  trademarks  of  Spaldii 
Companies,  Inc.  Eager  Beaver™  McCulloch  is  a  registered  tri 
Hamilton5  Viking  is  the  registered  trademark  of  Viking  Ranf 
Black  &  Decker*  IBM  is  a  registered  trademark,  and  Valuepo 


ius  $210.00 


T„ 


GM  Bonus  $65.50 


GM  Bonus  $18.70 


P!':i 


onus  $2.75 


rnotf 

ESORTS-SUITES 

Night  Stay 

ner  Bonus  $74.00 


AVIS 

4-Day  Rental,  Full-Size  Car 
CM  Partner  Bonus  $15.99 


GM  Bonus  $10.25 


Caribbean  Cruise  for  Two 
GM  Partner  Bonus  $533.80 

with  GM  Travel  Services 


narter: 
Did  Card™ 


11-800-846-2273. 


he  lntcrnatiori.il  Business  Machines  (  orporatlon.  Weber* 
t  Series  Gas  Barbecue.  Evan-Plcone  is  j  registered  trademark, 
fstercd  trademark  of  Hose  Corporation  Baden  is  a  registered 
Baden  Sports,  Inc. 


GM  Bonus  $2.30 


GM  Bonus  $17.50 


.he  new  GM  Gold  MasterCard 
is  here,  and  it's  the  only  credit  card  in 
the  world  that  lets  you  earn 
up  to  $1,000  a  year 
toward  your  choice  of  over  100  new 
GM  cars  and  trucks. 

Simply  use  the  GM  Gold  Card  " 
to  buy  items  as  you  normally  would. 
5%  of  every  purchase 

(10%  with  GM  Partners)  will  be 

credited  to  a  special  GM  bonus 
account  that  you  can  use  to  lease  or 
buy  a  new  GM  vehicle.  You  take  any 

discounts  or  rebates  that  apply, 
then  use  your  GM  bonus  account  to 

save  hundreds,  even  thousands 
of  dollars  more. 

You  even  earn  a  5%  bonus 
on  balance  transfers*... 5%  on 
things  you've  already  bought!  All  this 
and  all  the  advantages  of  a 
Gold  MasterCard. 

So  don't  spend  more,  spend  smarter... 

with  the  new  GM  Gold  Card. 
You'll  get  a  lot  more  mileage  out  of 
everything  you  buy. 


PERSONAL  AFFAIRS 


Persian  Sarouk 

The  market  has  dropped  20%. 


carpets.  Embargoed  since  1987, 
smuggled  rugs  are  now  pouring  into 
the  U.S.,  often  via  Canada.  This  past 
April,  U.S.  Customs  seized  850  Irani- 
an rugs  worth  $7.5  million  from  a  San 
Francisco  store. 

If  you  already  own  beautiful  Orien- 
tals, beware  a  rug  theft  wave  that 
started  two  years  ago  in  New  En- 
gland. The  theft  situation  is  so  bad 
that  an  Oriental  rug  task  force  has 
been  set  up  by  state  police  and  the  FBI 
covering  the  Boston  area.  Collectors 
should  keep  complete  descriptions, 
appraisals  and  photographs  of  all  rugs. 
The  Oriental  Rug  Retailers  of  Ameri- 
ca (telephone:  401-751-5100)  has 
also  developed  a  system  of  marking 
rugs  widi  visible  and  invisible  num- 
bers to  track  stolen  rugs. 

For  more  information  on  Oriental 
rugs,  visit  the  Textile  Museum  in 
Washington,  D.C.  There  are  also  two 
trade  magazines:  Halt,  published  bi- 
monthly in  London  (annual  subscrip- 
tion: $102  to  U.S.  addresses),  and  the 
Oriental  Rug  Review,  published  bi- 
monthly in  New  Hampton,  N.H.  (an- 
nual subscription,  $48).  Consider 
joining  a  local  rug  collectors  group 
listed  in  the  Official  Price  Guide,  Ori- 
ental Ruas  by  Joyce  Ware  (House  of 
Collectibles,  $12).  The  American 
Conference  on  Oriental  Rugs,  which 
meets  ever)'  other  year,  is  a  must  for 
collectors.  Their  next  meeting  is  in 
Chicago  in  February  1994;  call  312- 
474-9277  for  more  information,  tM 
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I  recently  got  stuck  over  a  weekend  in  an  unfamiliar 
part  of  southern  Brazil.  Talk  about  good  luck! 

South  America's 
best  bargain? 


By  Joel  Millman 

Picture  this:  A  restaurant  called 
Bierplatz  facing  a  placid  bay.  Massive 
oak  tables  groan  under  platters  of 
carved  meat,  potatoes  and  seafood 
salad.  Liter-size  porcelain  beer  tan- 
kards swing  from  eager  fists.  The 
house  rock  band  wears  lederhosen 
and  Tyrolean  caps  and  plays  an  oom- 
pah-oompah  rendition  of  that  Carib- 
bean reggae  classic  "Rivers  of  Baby- 
lon.1' The  sausage  and  strudel  are  the 
best  this  side  of  Diisseldorf. 

Welcome  to  Florianopolis.  About 
6,000  miles  from  Diisseldorf,  Floria- 
nopolis is  the  capital  of  the  southeast- 
ern Brazilian  state  of  Santa  Catarina. 
Just  over  an  hour's  flight  from  Rio 
and  Buenos  Aires,  less  from  Sao  Pau- 
lo, this  jewel  of  a  seaport  straddles  the 
mainland  and  the  slender  island  of 
Santa  Catarina,  and  combines  the 
good  food  and  urbanity  of  metro 
Buenos  Aires  with  the  tropic  kooki- 
ness  of  Rio  de  Janeiro — before  Rio 
became  synonymous  with  crime.  In 
this  traveler's  mind,  Florianopolis  is 
quite  possibly  the  best  travel  bargain 
in  South  America  today.  On  $200  a 
day,  a  couple  can  eat,  drink,  play  and 
sleep  like  royalty. 

I  discovered  Florianopolis  almost 
by  accident,  stuck  over  a  weekend 
between  appointments  in  Santa  Cata- 
rina and  Rio  Grande  do  Sul.  These 
two  southernmost  states  have  largely 
escaped  the  worst  of  Brazil's  three- 
year  recession. 

Some  of  the  country's  leading  man- 
ufacturers— Hering  in  textiles,  Ger- 
dau  Group  in  steel  and  Renner  Herr- 
mann in  chemicals — are  in  the  deep 
south.  Note  the  Teutonic  influence. 
Brazil's  industry  was  founded  in  the 
late  1800s  in  cities  with  names  like 
Blumenau  and  Novo  Hamburgo. 


These   days   American  investm 
bankers   and    fund  managers 
knocking  on  doors  in  these  parts. 

Despite  the  Wall  Street  prescn 
prices  remain  amazingly  modest,  'j 
only  four-star  hotels  are  in  Florian 
polis  itself;  the  Diplomata  and  Casf 
mar  are  the  best.  During  the  Novfi 
ber  through  February  high  seas 
both  charge  around  $100  a  nigi 
with  an  enormous  breakfast  bui 
thrown  in;  both  offer  30%  discou 
to  guests  paying  in  cash — either  ij 
dollars  or  Brazilian  currency — a  ft 
common  practice  in  inflation-ridi 
Brazil. 

If  you  choose  accommodation 
the  city,  expect  an  hour's  commut 
the  beaches.  Buses  and  taxis  fi 
Florianopolis'  colonial  town  sqi 
tan  out  to  more  than  three  do 


an  beaches  scattered  in  bays  and 
)ks  around  the  200-square-mile 
nd  of  Santa  Catarina.  The  best 
ches:  Canas  Vierias,  Praia  Mole 
I  Tapera.  The  water  is  warm 
>ugh  for  year-round  swimming, 
f  you  want  to  be  on  the  water,  stay 
die  Costao  do  Santinho  on  the 
ch  by  the  same  name,  20  miles 
n  town.  Rates  run  $66  a  night; 
h  tennis  courts  and  a  freshwater 
)1,  many  say  it  is  the  best  hotel  on 
island.  Argentineans  like  the  Pou- 
a  dos  Sonhos,  where  every  suite 
ties  equipped  with  a  gaucho-style 
becue  pit. 

Akc  music?  Book  yourself  a  cabana 
lie  Jurere  Praia  Hotel,  a  kind  of 
len-Baden  by  the  sea.  A  two-bed- 
m,  two-bathroom  cabana  rents  for 
>5  a  week,  but  it  is  also  available  by 

night.  The  Jurere  Praia's  beach- 
it  is  studded  with  aluminum  poles 
which  are  hung  audio  speakers, 
gner  was  blaring  when  I  jogged  by 
he  early  morning;  I  got  Strauss  on 
return  trip.  By  lunchtime  the  ho- 
disc  jockev  was  accommodating 
re  contemporary  tastes:  bossa 
a  and  Brazilian  jazz, 
urere  is  on  the  inside  of  Santa 
anna  island,  lacing  the  continent. 

big  surf,  go  to  the  beaches  on  the 
dward  side:  Mozambique,  Cam- 
he,  Joaquina.  Naufragados,  at  the 
thern  tip,  is  body- bronzing  terri 
',  a  lively  strip  in  both  senses  of  the 


Florianopolis, 
on  Brazil's 
South  Atlantic 
coast  (left); 
scores  of  beaches 
(top),  warm  enough 
for  year-round 
swimming; 
the  freshest 
seafood  in  Brazil 
at  Florianopolis' 
colonial-style 
public  market 
(right). 


word.  (Rio'S  wispy  tanjja  is  not  as 
much  in  evidence  here;  the  sunbath- 
ers  favor  more  modest  Italian  styles.) 

This  is  Brazil,  and  Portuguese  is  the 
official  language.  But  English  is  spo- 
ken in  the  better  hotels  and  restau- 
rants. Drawn  by  the  weakness  of  the 
Brazilian  cruzeiro  versus  the  Argen- 
tine peso,  lots  of  Argentineans  vaca- 
tion in  Florianopolis,  so  Spanish,  too, 
is  widely  spoken. 

Florianopolis'  covered  public  mar- 
ket, the  mercado  publico,  is  an  ocher- 
toned  adobe  gem,  built  around  the 
old  Portuguese  town  square.  Here 
the  local  menfolk  linger  at  the  bar- 
stools  of  the  botequim  to  debate  foot- 
ball over  glasses  of  Brahma  beer  and 
Caipirinha  drinks  while  their  wives 
haggle  at  the  fishmongers'  and  green- 
gr<  icers'  stalls. 

The  best  seafood  restaurant  in  all  of 


Brazil,  Pirao,  is  on  the  market's  sec- 
ond story,  in  a  converted  loft  reached 
by  climbing  a  spiral  staircase  inside  the 
gateway  arch.  Try  the  garlic-soaked 
giant  squid,  called  lula  in  Brazil,  with 
wine  from  the  Blumenau  region  due 
west.  Cost:  $15  per  person,  including 
a  waiter-pleasing  tip. 

At  the  northern  end  of  Santa  Cata- 
rina, Praia  dos  Ingleses  is  an  almost 
deserted  stretch  of  beach,  where  the 
locals  go.  A  Florianopolis  lawyer 
named  Giseu  told  me  he  has  come 
here  ever}'  Sunday  for  14  years,  taking 
the  bus  from  town  at  dawn  with  a  loaf 
of  bread,  two  bottles  of  wine,  a  good 
book  and  a  knife  to  open  giant  geme- 
las,  or  razor  clams,  he  harvests  from 
the  shore  and  eats  raw. 

Giseu  says  he  moved  down  from 
Rio  in  1975  and  he  doesn't  miss 
Ipanema  a  bit.  Neither  do  I.  WM 
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Top  gun 

IT'S  BEEN  a  bumpy  ride  for  Air  Force 
Chief  of  Staff  General  Merrill  A. 
(Tony)  McPeak.  Starting  his  four- 
year  tour  on  the  eve  of  the  Gulf  war, 
McPeak.  has  w  atched  Congress  cut  his 
budget  almost  in  half  (after  inflation ) 
from  its  mid-1980s  peak,  to  $65  bil- 
lion. Clipped  more  than  any  other 
service,  the  Air  Force  has  trimmed 
active-duty  personnel  30%,  to 
426,000.  Spending  on  new  planes 
and  equipment  is  down  60%.  And  the 
Defense  Department  is  asking  for  an- 
other $1.5  billion  in  cuts  this  month. 

Undaunted,  McPeak,  a  gaunt,  57- 
year-old  former  fighter  jockey  who 
once  flew  the  wings  off  an  F- 100  at  a 
Texas  air  show,  insists  he  can  bring 
the  world's  biggest  airplane  business 
(5,380  planes)  in  for  a  soft  landing. 
Downsizing,  he  says,  is  a  chance  to 
streamline,  cut  overhead  and  speed 
decision  making.  "We  want  to  be  able 
to  pick  up  on  a  moment's  notice,  go 
anywhere  and  do  some  damage  be- 
fore the  President  gets  over  being 
angry,"  says  McPeak,  who  earned  a 
Silver  Star  spotting  antiaircraft  batter- 
ies over  Vietnam  in  1969. 

The  key,  he  says,  is  keeping  up 
training  and  maintenance  while  cut- 
ting the  number  of  planes.  This  is  to 
avoid  what  happened  during  the  Car- 
ter Administration  when  half  the 
planes  in  his  U.K.  fighter  wing  were 
usually  grounded  for  lack  of  spare 
parts.  Better  to  be  smaller  and  readier. 


Case  in  point:  One  of  his  first  moves 
was  to  merge  the  venerable  Strategic 
Air  Command  (bombers)  and  Tacti- 
cal Air  Command  (fighters).  If  SAC 
founder  Curtis  F.  LeMay  were  alive, 
"I'm  sure  he'd  beat  the  living  day- 
lights out  of  me,"  says  McPeak  in  a 
gravelly  whisper  not  unlike  Clint 
Eastwood's. 

Dangers  in  downsizing?  McPeak 
worries  about  the  decisions  he  can't 
control.  Right  now  he's  hoping  the 
troubled  C-17  cargo  plane  and  the 
F-22  fighter  won't  be  shot  down  by 
budget-cutters.  "I  just  fly  them,"  he 
says  with  some  regret.  "I  don't  buy 
them."  -James  R.  Norman 


ABOVE: 

Mark  Thatcher, 
founder  of  Teva 
Sports  Sandals 
Would  sandals 
improve  Michael 
Jordan's  game? 


LEFT: 

The  Air  Force's 
chief,  Tony  McPeak 
A  tough  manager 
in  an  era  of 
military 
downsizing. 


No  more  chimp  toes 

Mark  Thatcher  credits  his  g< 
fortune  to  a  quest  for  dry  feet.  / 
geology  student  at  Northern  Ariz 
University,  Thatcher,  now  38,  usel 
lead  weeklong  Whitewater  ran 
tours  through  the  Grand  Cany 
River  guides  preferred  rubber  I 
flops  to  soggy  sneakers,  but  that 
them  climbing  from  raft  to  rock  v 
their  toes  clenched  like  chimpanz 
Thatcher's  bright  idea:  add  a  s 
around  the  back  of  the  flip  flop 
keep  them  on  your  feet. 

This  year  sales  of  sports  sanda 
that's  what  the  $50-and-up  footv 
is  called — should  more  than  dou 
to  $230  million  retail.  Thatcher 
his  Teva  Sports  Sandals  did  $40 
lion  wholesale  last  year.  This  year, 
the  market  leader,  he  expects  sale 
jump  another  50%. 

Thatcher  didn't   actually  fol 
through  on  his  idea  until  1983,  \ 
he  got  laid  off  from  his  job 
geologist  with  Cities  Service  Ccj 
Houston.  He  used  his  $20,000  se 
ance  check  to  make  some  sandals 
to  get  his  strap  mechanism  paten 
Then,  with  his  kayak  tied  to  the 
of  his   mother's    1972  BMW, 
brought  his  sandals  to  outdoor  sH 
in  river- rafting  hot  spots  around 
countrv.  His  river  guide  bretl 
took  to  the  sandals  immediately, 
Teva  (nature  in  Hebrew)  was  bori 
1985  he  inked  a  manufacturing 
distribution  contract  with  Dec 
Corp.,  a  small  sandalmaker  base 
Carpinteria,  Calif. 

Teva's  success  has  attracted  S' 
20  other  footwear  companies 
sports  sandals,  Nike,  Reebok 
Timberland  among  them.  That 
has  held  on  to  about  50%  of  [ 
market  by  going  after  the  high 
avoiding  discount  retailers  and  dc 
oping  expensive  new  merchant 
like  $100  sandals  made  of  leathc 
.  the  high-strength  French  nylons  i 
by  mountain  climbers. 

A  bigger  threat  is  that  the  glor 
flip-flops  might  prove  a  fad. 
chance,  says  Thatcher,  who  envis 
a  day  when  people  play  tennis 
basketball  in  sandals.  "Closed  f 
wear  has  a  few  hundred  years  of 
mentum  behind  it,"  he  says.  ' 
once  you  wear  sandals  you  don't  \ 
to  wear  anything  else." 

-Christopher  Palmer] 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


MMhe  land  we're  offering  is  far 

I  from  the  crowds  and  rat  race  of 
A  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  4WK5 
Ft.  Garland,  CO  81 133. 


[he  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has 
the  merits  or  value,  if  any,  of  this  property.  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
!nt  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  nol  constitule  approval 
lie  or  leaseor  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
e  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
Is.  NYA86- 1 53.  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
[fered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  New  Jersey  Public 
j  Statement  and  read  it  before  signing  anything.  NJA  #60686004  CO;  Florida  AD  20537 
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THE  SECRETARY  OF  THE  TREASURY 

WASHINGTON 


MESSAGE  TO  BANKERS 


America's  bankers  have  long  served  as  the  vanguard  for  the  economic 
development  of  our  great  nation.  From  the  early  settlements  to  the  great 
expansion  westward,  to  global  multinational  transactions,  you  have  been 
helping  citizens  to  turn  their  dreams  into  reality. 

Among  the  most  important  elements  of  that  dream  is  the  need  for 
family  financial  security.  Your  role  in  providing  the  American  family  with 
financial  security  has  never  been  as  crucial  as  it  is  today.  Your  financial 
services,  including  servicing  customer  Savings  Bonds  transactions,  is  part 
of  making  American  dreamers  into  doers. 

In  the  past  year,  with  the  sales  of  U.S.  Savings  Bonds  reaching 
unprecedented  levels  since  World  War  II,  you  have  performed  a  valuable 
service  for  the  Treasury  Department,  your  community,  and  your 
customers.  By  meeting  the  increased  demands  with  the  same  level  of 
quality  service,  you  and  your  institutions  have  contributed  greatly  to  the 
financial  futures  of  millions  of  Americans. 

The  service  you  provide  to  the  Treasury  Department  and  your 
country  is  greatly  appreciated.  Your  contributions  are  valuable  to  the 
success  of  the  Savings  Bonds  Program,  and  I  look  forward  to  your 
continued  leadership. 


Lloyd  Bentsen 
Secretary  of  the  Treasury 
Washington,  D.C. 


IHt  rUKpto/pMHKA  WALL  SIHttl  KtUltW 

BY  ERIC  S.  HARDY  ~~      ~~  "  I 


The  overall  market 


:  bull  market  is  tiring.  After  rising 
ost  80%  from  the  end  of  1987  to 
end  of  1992,  it  has  advanced  only 
igerly  since  then.  The  Barra  All- 
price  index  is  up  only  2%  so  far  this 
k  Reich  &  Co.  market  strategist 
i  Ackerman  attributes  the  llag- 
l  momentum  to  a  dramatic  lower- 

of  expectations  since  President 
lton  assumed  office.  In  addition, 

Ackerman,  stock  prices  are  too 
\  relative  to  earnings  and  divi- 
ds,  and  interest  rates  aren't  likely 
O  any  lower. 

ut  Ackerman  isn't  a  universal 
':.  He  still  likes  the  auto  stocks, 
:cially  Ford  Motor.  He  expects  all 
:e  U.S.  companies  to  post  earnings 
eases  in  both  the  second  quarter 
for  the  year.  And  he  likes  Equita- 
Cos.  Inc.,  the  big  insurance  and 
ncial  services  company  that  went 
lie  last  year.  At  a  recent  18V2, 
dtable's  stock  is  off  19%  from  its 
*veek  high. 


he  market  is  due  for  a  correction,  these 
stocks  might  offer  a  bit  of  downside 
itection.  All  of  them  sell  for  no  more  than 
ht  times  consensus  forecasts  of  1993 
nings — Thiokol,  for  example,  sells  for  six 
les  its  earnings  estimate.  And  all  ten  have 
:ast  a  "B"  financial  rating  from  the  Value 
le  Investment  Survey. 


lorrection  insurance 


Recent  '93  Est 


Stock 

price 

P/E 

Seagate  Technology 

15 

5 

Mex  Brown  &  Sons 

207/8 

5 

Thiokol 

20  Vi 

6 

5t  Paul  Bancorp 

21V2 

7 

laymond  James  Fin  1 

22 

7 

'aine  Webber  Group 

255/8 

7 

.egg  Mason 

247/8 

7 

Jatl  Media  Ent 

9% 

8 

:ragin  Finl 

21  Va 

8 

tear  Stearns 

21% 

8 
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The  Barra  All-US  price  index  as  of  6/10/93 

Market  value:  $4,487.1  billion 

P/E:  24.3 

P/E  minus  negative  EPS:  17.0 
Price/book:  2.5 
Yield:  2.4% 
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12-month  closeup 

■Barra  index 
200-day  moving  average 
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Closeup  on  the  market 


Index  or  investment 

2-week  change 

%  change  from 
1  year  ago       5-year  high 

Barra  All-US  index 

-1.7  % 

10.5% 

-2.0% 

S&P/Barra  Growth  index1 

-2.0 

8.1 

-5.0 

S&P/Barra  Value  index2 

-0.8 

'"IS 

15.5 

-1.5 

Dow  Jones  industrials 

-1.8 

4.2 

-1.8 

S&P  500 

-1.6 

8.9 

-2.4 

NYSE 

-1.6 

9.1 

-2.3 

Nasdaq 

-2.3 

21.2 

-2.9 

Amex 

-0.7 

■ 

11.8 

-1.2 

EAFE 

0.1 

1 

16.9 

-11.8 

CRB  futures  index 4  5 

-1.7 

-2.9 

-24.6 

Gold  (Comex  spot) 

-3.1 

8.5 

-26.4 

Yen(per$US) 

-2.2 

-16.0 

-35.3 

Oil  ^(W  Texas  Intermediate) 

-3.7  fl 

-13.6 

-53.1 

The  best  and  worst  performing  stocks6 


2-week 

1993 

2-week 

1993 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Conversion  Inds 

28  3/4 

49% 

NA 

QMS 

9Va 

-43% 

$0.70 

First  Savings  Bank  SC 

13  Va 

43 

NA 

National  Media 

5V4 

-34 

1.10 

Bally  Mfg 

10  Va 

37 

$0.15 

3COM 

26 

-34 

1.75 

OrNda  Healthcorp 

8i/2 

33 

0.51 

Immune  Response 

147/8 

-34 

-0.58 

Allied  Products 

12  y2 

33 

NA 

TCB 

12  Va 

-30 

0.88 

The  best  and  worst  performing  industry  factors6 


2-week 

Since 

2-week 

Since 

Best 

change 

12/31/92 

Worst 

change 

12/31/92 

Motor  vehicles 

3.7% 

19.1% 

Tire  &  rubber 

-9.3% 

-2.1% 

International  oil 

2.9 

15.5 

Forest  products 

-9.0 

10.5 

Pollution  control 

2.4 

-9.6 

Liquor 

-8.4 

-1.4 

Gas  utilities 

2.2 

20.3 

Household  products 

-8.1 

-5.9 

Oilfield  services 

1.4 

32.6 

Oil  refining,  distribution 

-8.0 

2.4 

ources:  Value  Line  Investment  Survey,  IBES. 

ta  for  period  ending  6/10/93.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S.  markets. 
EITs  and  closed-end  funds  are  excluded.  1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-eammgs  ratios.  'A  dollar-denominated  capitalization-weighted  inde*  st 
n  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. 4  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder  Financial 
on. 6  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc. 8  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company 
e  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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BY  STEVEN  RAMOS  ■ 


S&P  500  P/E*  vs.  Aaa  bondst 


Aaa  bonds 


'87    '88    '89     '90    '91     '92  '93 

*S&P  500  P/E  is  the  recent  price  of  the  S&P  500 
divided  by  estimated  earnings  over  the  next  12 
months.  tActual  and  projected  price-to-coupon 
ratio  tor  Moody's  Aaa  corporate  bond  index. 


IBES  estimate  revisions  index 

S&P  500  estimate  increases  to  decreases 

1.00 
0.80 
0.60 
0.40 
0.20 
0.00 

JJAS0NDJFMAM 
1992  1993 


Forecasting  the  S&P  500 


Year 

Estimated 
P/E 

%  change 
current 
vs.  3  months  ago 

Expected 
year-to-year 
EPS  growth 

1992' 

19.1 

NA 

12% 

1993 

16.0 

-2% 

20 

1994 

13.4 

-2 

19 

1993  estimates  for  IBES  industry  groups 


Rising  estimates 

semiconductors 
automobiles 
machinery 
large  banks 
natural  gas 


Falling  estimates 

paper  containers 
aluminum 
tobacco 
leisure 
steel 


Nearly  all  of  Standard  8c  Poor's  500  companies  have 
reported  first-quarter  earnings,  and  the  results  are  encour- 
aging: Operating  income  is  5%  above  analysts'  expecta- 
tions and  14%  above  first-quarter  results  in  1992 .  This  puts 
the  folks  who  make  earnings  estimates  in  a  quandary.  On 
the  one  hand,  corporate  earnings  seem  to  be  on  the 
comeback  trail.  But  there  are  good  reasons  to  remain 
nervous  about  the  economy  (see  previous  page). 

How  are  the  analysts  resolving  this  dilemma?  By  putting 
on  rose-colored  glasses  and  raising  their  estimates. 


The  Institutional  Brokers  Estimate  System  reports  th 
in  April  analysts  increased  only  five  estimates  for  every  tc 
that  they  decreased  (center graph).  But  in  May  the  analys 
became  much  more  optimistic:  They  raised  eight  esdmafl 
for  every  ten  estimates  that  they  lowered. 

If  you  believe  the  current  forecasts,  the  S&P  500  indj 
will  earn  $28  this  year  and  S33  next.  That  puts  the  mark 
at  about  13  times  expected  1994  earnings.  Seems  reasoj 
able,  but  be  careful:  The  forecasts  are  for  earnings  exclii 
ins;  writeoffs,  which  came  in  at  S23  last  year. 


Who's  hot 


Greatest  increase  in  estimates  over  the  past  three  months 


1992 

Company/industry  EPS 

EMC/computer  $0.34 

Seagull  Energy/gas  0.30 

Plum  Creek  Timber/forest  products  3.03 

Ford/automobile  0.32 

Deere  &  Co/machinery  0.24 


-1993  estimate- 


s-month 

recent  3-month  change  P/E  price  change  Reason 

$0.69  50%  24  43%  Higher  sales  of  mainframe  storage  systems 

0.61  34  48  31  Increased  natural  gas  production 

4.99  32  10  7  Strong  timber  prices 

3.33  29  16  8  Improvment  in  European  operations 

2.26  24  28  18  Rising  North  American  profit  margins 


Who's  not 


Greatest  decrease  in  estimates  over  the  past  three  months 


1992 

-1993  estimate — 

3-month 

Company/industry 

EPS 

recent 

3-month  change 

P/E 

price  change 

Reason 

Michigan  National/banking 

$3.53 

$1.42 

-72% 

38 

-12% 

Devaluation'of  its  mortgage  portfolio 

Conner  Peripherals,  computer 

2.53 

0.64 

-70 

19 

-29 

Weak  demand  in  the  180-megabyte  hard  drive  market 

UAL  j 

-14.18 

1.31 

-56 

NM 

21 

Softness  in  the  transpacific  market,  particularly  Japan 

Cirrus  Logic/semiconductor 

1.21 

0.94 

-49 

18 

-37 

Lower  demand  for  hard  disk  controllers 

Dell  Computer/computer 

2.58 

1.71 

-46 

14 

-32 

Problems  with  notebook  computer  line 

Note:  Companies  listed  have  a  market  capitalization  of  $100  million  or  more.  Earnings  projections  are  Wall  Street  consensus  estimates  data  from  3.000  security  anai 
compiled  by  the  Institutional  Brokers  Estimate  System,  a  service  of  IBES.  Aaa  bond  yield  forecasts  supplied  by  Blue  ChiD  Economic  Advisors.  'Actual.  NA:  Not  available 
applicable.  NM:  Not  meaningful. 
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ou  believe  medical  stocks  will  come  back,  Vanguard  Specialized 
alth  Care  Portfolio  is  a  good  way  to  play  them.  Here's  its  strategy. 

Wage 

hristopher  Palmeri 


DERAL  REGULATION  going  to  kill 

:h  care  stocks?  Not  by  a  long  shot, 
Edw  ard  Owens,  manager  of  the 
*uard  Specialized  Health  Care 
folio  (assets,  $520  million), 
ere  are  two  things  you  have  to 


remember,"  he  says,  "demographics 
and  technological  revolution." 

By  demographics,  Owens  means 
that  the  elderly  are  still  the  fastest- 
growing  age  group.  By  technology, 
he  means  the  breakthroughs  in  bio- 


technology, computers,  drugs  and 
medical  products  that  are  extending 
lives  and  curing  the  incurable. 

"In  the  long  run,  there  is  nothing 
the  government — or  anyone  else — 
can  do  to  reduce  health  care  as  a  per- 


>er  Edward  Owens  of  Vanguard  Specialized  Health  Care  Portfolio 

ie  long  run,  there  is  nothing  the  government— or  anyone  else — can  do  to  reduce  health  care  as  a  percentage  of  GNP." 
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THE  FUNDS 


Still  breathing 


Fund 

Total  return 

5-year1 

year  to 
□ate 

Maximum 
sales 
charge 

Annual 
expenses 
per  jilvJU 

Assets 
($mil) 

Fidelity  Select  Biotechnology 

26.7% 

-11.8% 

3.00% 

$1.50 

$493 

Financial  Strategic  Health  Sci 

25.5 

-18.0 

0.00 

1.03 

507 

Fidelity  Select  Medical  Delivery 

20.5 

-16.9 

3.00 

1.75 

69 

Most  of  these 

Capstone  Medical  Research 

20.4 

14.2 

4.75 

2.50 

10 

Fidelity  Select  Health  Care 

20.0 

-9.7 

3.00 

1.44 

526 

hf*alth  rarp  cp< 

IICCJ1  III  bCllC 

Vanguard  Special  Health  Care 

19.1 

-1.4 

0.00 

0.30 

520 

funds  have  bee 

Putnam  Health  Sciences  Trust  A 

16.6 

-4.3 

5.75 

1.18 

809 

badly  wounded 

Oppenheimer  Global  Bio-Tech 

15.1 

-10.4 

5.75 

1.23 

280 

this  year,  but 

Expense  ratio  is  in  italics  if  the  fund  has  a  shareholder-paid  12b- 1  exceeding  0.1%  pending 
Source:  Micropal  USA. 

or  in  force. 

For  period  ending  5/31/93,  annualized. 

they're  far 
from  dead. 

centage  of  gnp,"  Owens  says  confi- 
dently. '•'And,"  he  adds,  in  language 
that  would  make  Yogi  Berra  proud, 
"the  long  run  isn't  over  yet." 

A  former  Navy  submariner  with  a 
physics  degree  and  an  M.B.A.,  the  46- 
year-old  Owens  has  been  managing 
Vanguard's  health  care  fund  for  nine 
years.  Over  that  period,  Owens  deliv- 
ered fundholders  a  more  than  20% 
compound  annual  return.  That's  bet- 
ter than  the  health  care  sector  fund 
average. 

Owens  also  managed  well  when  the 
downdraft  hit  health  stocks  last  year: 
The  average  health  care  sector  fund 
lost  7%  last  year,  but  Vanguard  was 
down  just  1.6%.  So  far  this  year, 
Owens'  portfolio  has  been  knocked 
down  another  1 .4%,  but  Financial 
Strategic  Health  Sciences  and  Fidelity 
Select  Health  Care  are  down  18%  and 
10%,  respectively. 

Owens  reduces  risk  by  emphasizing 
the  more  stable  big-company 
stocks — smaller  stocks  were  recently 
35%  of  assets — and  by  staying  well 
diversified;  the  fund  owns  70  different 
stocks.  Owens  has  roughly  equal 
stakes  in  five  categories:  health  care 
sendees,  medical  products,  pharma- 
ceuticals, specialty  pharmaceuticals 
(mainly  biotechnology)  and  interna- 
tional health  care.  "There's  always 
something  to  like  in  each  of  those 
groups,"  he  notes. 

Owens  owns  Humana,  the  health 
plan  business  recently  spun  out  of  the 
old  Humana  hospital  management 
company.  He  notes  that  many  of  Hu- 
mana's  top  brass  stayed  with  the  HMO 
business  and  that  they  have  been 
heavily  buying  shares  for  their  own 
accounts.  "That  ought  to  give  you  an 


idea  which  is  the  better  half,"  he- 
points  out. 

With  more  than  $4  a  share  in  cash, 
Humana  looks  cheap  at  a  recent  10%. 
Owens  thinks  it  could  earn  better 
than  50  cents  a  share  this  year  and  as 
much  as  $1  the  next. 

Owens  also  likes  Beckman  Instru- 
ments, a  company  that  has  caught  the 
eye  of  billionaire  Robert  Bass,  who 
owns  5%.  Beckman's  core  business, 
making  $60,000  automated  blood 
analyzers,  is  gaining  market  share. 
Beckman  also  sells  the  highly  profit- 
able reagents  used  with  the  testing 
equipment.  The  company  makes 
more  than  half  its  sales  overseas.  Ow- 
ens expects  earnings  to  keep  growing 
at  better  than  15%  a  year.  At  a  recent 
21%,  the  stock  trades  for  just  14  times 
earnings. 

Among  big  drug  stocks,  Owens 
likes  Pfizer.  "It  has  the  best  new 
product  How,"  says  Owens.  "Within 
five  years  it  could  be  as  big  as  Merck." 
He  is  particularly  cheerful  about  Pfi- 
zer's  new  antidepression  drug,  Zo- 
loft. Similar  to  Fli  Lilly's  Prozac,  Zo- 
loft has  so  far  had  none  of  the  bad 
publicity  about  such  alleged  side  ef- 
fects as  violent  and  suicidal  behavior. 
"Sometimes  being  second  is  best," 
Owens  says.  He  thinks  new  products 
will  keep  Pfizer  growing  even  if  the 
White  House  spooks  the  drug  indus- 
try into  a  virtual  price  freeze.  Owens 
sees  earnings  rising  27%  this  year,  to 
$3.90  per  share. 

Among  biotech  stocks,  Owens  is 
partial  to  Biogen,  the  Cambridge, 
Mass. -based  firm,  which  he  calls  a 
"royalty  machine."  Biogen's  biggest 
products  today  are  alpha  interferon, 
used  to  fight  cancer  and  viral  infec- 


tions, and  a  hepatitis  B  vaccine.  F 
ings  may  be  flat  this  year,  but  Bio 
has  new  products  in  the  pipe! 
including  an  anticoagulant  and  I 
interferon,  which  may  help  fight  r 
tiple  sclerosis.  Its  balance  shec 
buttressed  with  $240  million  in 
and   marketable   securities.  Ov 
notes  that  Biogen  has  plans  to  hii 
own  sales  force  and  become  a 
fledged  drug  company.  At  a  re 
33%,  the  stock  is  down  more 
30%  from  its  12 -month  high. 

For  international  flavor.  On 
recommends  Swiss  giant  Ciba-G 
traded  in  the  U.S.  as  an  Amen 
Depositary  Receipt.  Owens  tl" 
Ciba  is  undervalued  because  invej 
perceive  it  as  a  chemical  compan 
fact,  70%  of  the  earnings  of  this 
billion  compan)'  came  from  pha 
ceuticals  last  year.  Ciba  is  the  w 
leader  in  animal  health  and  agricu 
al  products  like  fungicides.  Cil 
number  two  in  ophthalmic  driu 
also  has  drugs  that  fight  osteopoj 
cancer  and  asthma.  Still,  the  1 
trades  at  book  value  and  just  12  t 
last  year's  earnings.  "If  this  com 
were  based  in  the  U.S.,  the 
would  be  w  orth  twice  as  much," 
ens  notes. 

So  what's  his  prognosis  for  h 
care  overall?  "The  way  the  markd 
valuing  health  care  stocks  two 
ago,  everything  right  had  to  hapj 
Owens  observes.  "But  at  to 
prices,  earnings  could  be  midd] 
the-road  and  you'll  still  do  just  f 

The  no-load  Specialized  H 
Care  has  a  rock-bottom  expense 
of  0.3%.  The  fund  imposes  a  1 
demption  fee  (reverting  to 
shareholders,  not  Vanguard  ). 
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iking  for  a  good  return  with  little 
;?  Pre-refunded  municipals  are  a 
id  bargain  right  now. 

ietting  a 
etter  return 


MATTHEW  WINKLER 


w  Winkler  is  editor-in-chief 
mberg  Business  News. 
ch:  Kevin  Foley 


)  all  the  speculation  this  year 
t  rising  inflation,  higher  interest 

and  taxes,  there  is  a  way  right 
to  obtain  the  greatest  value  from 
>ond  market  with  no  credit  risk: 
"pre-refunded"  or  "escrow  to 
rity"  municipal  bonds, 
lese  are  tax-exempts  sold  by  state 
local  governments  and  subse- 
dy  collateralized  by  other  securi- 
typically  Treasury  bonds.  As  a 
t,  they  have  the  same  top  credit 
ty  of  U.S.  government  debt  and 
tertax  yield  as  much  as  180  basis 
s  higher  than  a  Treasury  with  the 

maturity. 

re  are  some  examples  of  these 
ated  issues,  now  fully  collateral- 
ly U.S.  Treasurys: 
i  California,  Orange  County's 
.nunity  Facilities  No.  86-1-Ran- 
Santa  Margarita  7Vz%  are  pre- 
jded  to  the  July  1998  call  at  a 
of 102. 

New  York,  the  Metropolitan 
portation  Authority  Commuter 
ties  8s  are  pre-refunded  to  the 
998  call  at  a  price  of  102. 
Texas,  the  Dallas  Waterworks  &; 
'  7V2S  are  pre-refunded  to  the 
1998  call  at  a  price  of  100. 


In  Massachusetts,  the  Mass  Water 
75/8S  are  pre-refunded  to  the  April 
2000  call  at  102. 

At  the  current  4%  inflation  rate,  the 
real,  or  inflation-adjusted,  yield  on  a 
seven-year  pre-refunded  issue  is  al- 
most 3.5%,  compared  with  1.8%  on  a 
similarly  maturing  Treasury,  on  a  tax 
equivalent  basis.  If  inflation  abates,  as 
it  may  now  that  oil  and  other  com- 
modity prices  are  declining,  the  real 
yield  gets  even  better. 

What  makes  this  investment  espe- 
cially attractive  is  the  plethora  of  pre- 
refunded  offerings  this  vear.  So  many 
tax-exempt  issues  have  been  pre-re- 
funded that  average  yields  are  rela- 
tively high.  For  example,  pretax  yields 
on  seven-year  pre-refunded  munis  av- 
eraged 79.4%  of  similar  Treasurys 
during  the  past  two  years,  according 
to  Merrill  Lynch  &  Co.  The  average 
today  is  close  to  85%,  or  near  a  two- 
year  high. 

As  bond  yields  tumbled  to  the 
lowest  level  in  20  years,  state  and 
local  governments  realized  they 
could  borrow  at  today's  rock- bot- 
tom rates  and  effectively  retire  more 
expensive  long-term  debt  years  be- 
fore redemption.  The  governments 
sell  the  bonds  and  then  invest  the 
proceeds  in  Treasurys  with  the  same 
maturities.  Since  the  interest  on  the 
municipal  bonds  is  tax  free  to  inves- 
tors, they  are  willing  to  take  a  lower 
interest  rate  than  they  would  de- 
mand on  taxable  Treasurys.  Thus  a 
local  government  could  borrow,  at, 
say,  6%  and  reinvest  in  Treasurys  at 
7%.  Then,  when  its  own  bonds  be- 
come callable,  it  simply  takes  the 
cash  from  the  Treasurys  and  uses  the 
proceeds  to  pay  off  its  own  bonds. 

As  a  result,  everyone  makes  mon- 


ey except  the  U.S.  Treasury.  Right 
now  you  can  buy  a  seven-year  pre- 
refunded  municipal  at  a  yield  of 
about  4.78%.  For  an  investor  in  the 
3 1  %  tax  bracket,  this  translates  into  a 
taxable  equivalent  yield  of  6.93%. 
That's  123  basis  points  more  than 
the  yield  on  the  current  seven-year 
Treasury  note. 

If  taxes  go  up  this  year,  as  every- 
body expects,  the  yield  gets  even  bet- 
ter at  a  36%  marginal  rate.  The  taxable 
equivalent  yield  rises  to  7.47%,  or  177 
basis  points  more  than  the  yield  on 
the  Treasury  seven-year  note. 

Investing  in  pre-refunded  bonds 
is  almost  as  easy  as  buying  Treasurys. 
Ask  your  stockbroker  to  offer  you  a 
pre-refunded  municipal  issue  in 
your  home  state.  You  need  to  be 
sure  that  the  collateral  is  100%  U.S. 
government  securities,  as  some  of- 
ferings are  collateralized  with  lower- 
quality  debt.  You  can  verify  such 
information  by  asking  for  the  CUSIP 
(Committee  on  Uniform  Security 
Identification  Procedures)  number 
of  the  bonds. 

At  the  moment,  investors  are  fret- 
ting that  short-term  interest  rates  are 
near  their  lows,  bond  prices  are  near 
their  highs,  and  the  stock  market 
looks  treacherous.  If  30-year  bonds 
seem  too  risky,  you  might  as  well  buy 
pre-refunded  munis. 

After  all,  you  are  getting  the  same 
creditworthiness  of  a  long-term  Trea- 
sury, a  bigger  yield  and  little  of  its  risk, 
because  the  life  of  the  investment  is 
only  one-fourth  that  of  a  long  bond's 
maturity.  There's  another  incentive  as 
well:  As  more  people  seek  shelters  in  a 
period  of  rising  taxes,  municipal 
bonds,  including  pre-refunded  issues, 
get  an  additional  boost.  WM 
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FORBES  columnists  frequently  contradict  one  another. 
Is  that  bad?  No,  it's  great. 

Your  board 
of  directors 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif. -based 
money  manager.  His  third  book  is 
100  Minds  that  Made  the  Market. 


Since  investment  management  is  my 
business,  I  probably  see  far  more  fi- 
nancial reports  and  data  than  the  typi- 
cal reader  of  Forbes.  Nevertheless,  I 
value  highly  the  opinions  of  Forbes 
financial  columnists.  (And  not  just  for 
the  pleasure  of  seeing  my  name 
among  them.)  Why  so,  when  I  am 
saturated  w  ith  numbers  and  views? 

Envision  us  columnists  as  imagi- 
nary members  of  your  board  of  direc- 
tors whose  biggest  value  is  to  expose 
you  to  different  viewpoints.  That  we 
may  sometimes  contradict  each  other 
should  not  bother  you.  What  matters 
is  that  opposing  views  can  force  y<  >u  t<  > 
examine,  defend,  and,  if  necessary, 
adjust  your  own  conclusions. 

Imagine  getting  a  call  from  Board 
Member  David  Dreman,  chiding  you 
for  panicking  out  of  Philip  Morris  at 
its  April  lows — against  his  good  ad- 
vice. So  you  mention:  "Oh,  by  the 
way,  David,  on  May  10  Mark  Hulbert 
was  warning  me  to  be  cautious  on  the 
market  because,  as  he  put  it,  '  The 
[advisory]  letters  clearly  anticipate 
relatively  weak  stock  and  bond  mar- 
kets in  the  1990s.1  Yet,  David,  you  say 
you  are  cautiouslv  bullish." 

Then  you  say  to  David,  "In  fact, 
two  weeks  later,  on  the  24th,  Mark 


w  arned  me  that  most  advisory  letters 
expect  short-term  interest  rates  to 
rise — maybe  as  high  as  to  6%.  Scan', 
isn't  it?" 

Imagine  that  David  responds  by 
saying:  "Well,  remember,  I'm  known 
as  the  Contrarian.  If  most  advisory 
letters  are  bearish,  and  expect  rates  to 
rise,  bonds  to  sink  and  stocks  to  daw- 
dle, what  does  that  say  to  a  contrarian? 
It  says:  'Buy.'  " 

So,  both  Hulbert  and  Dreman  are 
rendering  you  a  service.  Hulbert  is 
reporting  from  the  market  letter 
front,  which  is  bearish;  Dreman,  as  a 
contrarian  viewer,  would  be  bullish. 
The  contrast  benefits  you — and  me. 

Reading  the  opinions  of  all  my 
fellow  columnists,  I  continue  to  be 
bullish.  I  think  the  recent  uptick  in 
short-term  rates  is  a  temporary  blip, 
or  at  least  is  discounted  in  current 
stock  prices. 

The  crowd  has  said  for  three  years 
that  the  1990s  won't  be  as  good  as  die 
1980s.  So  far  the  1990s  nave  been 
pretty  darned  good  in  the  financial 
markets.  Far  better  than  most  seers 
foresaw.  So  much  for  the  crowd. 

Too  many  people  are  still  too  bear- 
ish for  us  to  be  on  the  verge  of  a  bear 
market.  For  all  the  reasons  I  have  laid 
out  since  1990, 1  expect  this  decade  to 
be  just  fine  on  Wall  Street — punctuat- 
ed with  a  couple  of  normal  bear  mar- 
kets and  a  recession  or  two.  But  don't 
expect  die  next  downturn  until  more 
seers  turn  optimistic. 

Though  I  side  with  the  bulls,  I  am 
still  most  grateful  to  Hulbert  for  keep- 
ing me  posted  on  what  the  investment 
letters  think.  I  need  that  outside  input 
to  keep  testing  my  own  views.  So 
should  you. 

Since  I  am  still  bullish,  what  stocks 
do  I  like? 

Trans  World  Music  ( 17,  o-t-c)  is  a 


half-billion-dollar  (sales)  retaile 
records,  tapes  and  video  products 
the  market  sees  as  worth  only  J 
million.  As  the  economic  recc 
builds,  so  will  consumer  confid 
and  Trans  World's  earnings.  But 
three  years  of  consumer  pessirr 
investors  are  tired.  The  stock  is  h 
its  1987  or  1990  peaks,  selling  fo 
times  book  value,  a  P/E  of  12  and 
of  revenue,  with  very  little  debt. 

Strawbridrte  &~  Clothier  (24,  o 
is  another  recession-impacted  rel 
I  like.  Its  mid- Atlantic  departi 
stores  saw  earnings  hit  harshly, 
stock  followed  suit,  falling  50% 
its  level  of  five  years  ago.  I  t 
earnings  will  rebound.  If  it  achil 
3%  net  margins — as  I  expect — t 
on  the  current  stock  price  it  is  less 
ten  times  earnings.  It  currently  st 
book  value  and  25%  of  annual 
nue.  This  is  a  fine  department- 
chain  at  bargain-basement  price* 

If  you  believe  the  bull  marke 
has  life,  then  expect  brokers  t< 
well.  You  will  like  the  Baltimore 
kers.  They  have  had  a  good  run, 
see  them  only  about  halfway  thr« 
it.  Alex.  Brown  (21)  is  a  great 
with  a  strong  investment  bar 
arm,  yet  sells  at  1 .2  times  book  \ 
and  has  a  p/e  of  6.  I  may  be  wj 
but  it  should  hit  40  before  this 
market  is  over.  Lcgg  Mason  (25i 
similarly  cheap  Baltimore  brol 
1.3  times  book  value  and  a  P/E 
And  again,  a  price  target  of  40. 

Of  big  brokers,  PaineWebber 
is  almost  irresistible — at  1.5 
book  value,  7  times  earnings  anc 
of  revenue,  the  market  values  I 
$1 .4  billion.  But  much  of  that  <l 
be  realized  if  it  sold  off  its  Mil 
Hutchins  money  management  I 
sidiary,  particularly  now  that  it 
in  Frank  Minard  as  boss. 
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;  Seventies  were  the  decade  of  tangible 
ets,  the  Eighties  and  early  Nineties 
nancial  assets.  What's  the  prospect 
the  balance  of  the  Nineties? 

1he  big  picture 
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ov  the  crucial  decisions  an 
tor  must  make  is:  How,  among  a 
;  of  possibilities,  should  I  allo- 
my  assets?  Most  people  choose 
narrowly.  They  divide  their 
:y  among  such  financial  instru- 
:s  as  stocks,  bonds  and  cash,  or 
state.  Now  and  then  an  individ- 
nay  also  decide  to  sink  money 
nore  esoteric — and  less  liquid — 
tments  such  as  a  barrel  of  oil  or  a 
vork  of  art. 

ice  these  different  species  of  in- 
lent  do  not  move  in  unison,  it 
:rs  greatly  how  you  allocate  your 
:y  among  them.  I  have  tracked  a 
p  of  assets  for  many  years.  The 
-  and  long-term  performance  of 
;roup  is  summarized  in  the  table 
ige  140.  Ifyou  did  not  load  up  on 
year's  winners,  take  heart:  In 
ong  run  the  value  of  all  these 
;  has  increased — at  least  in 
nal  terms. 

e  long-term  performance  data 
xpressed  in  compound  annual 
th  rates.  To  understand  the 
If  of  reinvesting,  note  that  the 
Vo  compound  growth  in  stocks 
is  that  $1  invested  in  stocks  in 


1973  would  be  worth  $10  today. 
The  arithmetic  of  compound  inter- 
est also  means  that  what  appear  to  be 
small  differences  in  growth  rates  ac- 
tually translate  into  large  disparities 
in  the  ending  value  of  an  investment. 
Thus,  the  2.4-percentage-point  dif- 
ference between  the  20-year  growth 
of  stocks  and  bonds  means  that  $1 
invested  in  bonds  would  be  worth 
roughly  one-third  less  than  the  same 
investment  in  stocks. 

The  assets  break  down  into  two 
broad  categories:  financial  (stocks, 
bonds,  cash  and  foreign  exchange) 
and  tangible.  The  latter  category  can 
be  further  subdivided  into  three 
groups:  collectibles  (Chinese  ceram- 
ics and  stamps);  commodities  (gold, 
silver,  oil  and  diamonds);  and  real 
estate  (housing  and  farmland). 

Broadly  speaking,  every  period 
confronts  an  investor  with  the  neces- 
sity of  choosing  between  financial  and 
tangible  assets.  An  investor  who  cor- 
rectly positions  a  portfolio  from  one 
period  to  the  next  stands  to  reap 
considerably  greater  returns  than 
an  investor  who  is  ignorant  of  the 
larger  picture. 

What  are  the  key  factors  that  drive 
the  performance  of  these  two  broad 
asset  classes?  Roughly  speaking,  they 
can  be  summarized  as  follows: 

Factors  favoring  financial  assets 

1.  Declining  inflationary  expectations 

2.  Peace  and  democracy' 

3.  Declining  tax  rates 

4.  Deregulation  and  a  shrinking  public  sector 

5.  Increased  confidence 

Factors  favoring  tangible  assets 

1.  Rising  inflationary  expectations 

2.  Political  instability 

3.  Rising  tax  rates 

4.  Reregulation  and  a  growing  public  sector 

5.  Rising  anxiety 


Inflation  is  the  most  critical  factor 
on  this  list.  The  direction  and  stability 
of  prices  affect  the  future  value  of 
money,  and  the  future  value  of  money 
is  what  investing  is  all  about.  The 
Consumer  Price  Index  is  included  in 
the  table  of  returns  to  help  owners  of 
any  of  these  assets  decide  whether 
they  are  winning  or  losing  in  terms  of 
purchasing  power. 

At  present,  investors  seem  to  fear 
higher  inflation,  and  there  have 
been  some  price  increases  in  certain 
areas.  In  spite  of  this,  I  remain 
convinced  that  the  most  powerful 
forces  in  the  system  are  still  exert- 
ing deflationary  and  not  inflationary 
influences. 

The  price  increases  thus  far  are  not 
too  worrisome.  In  the  auto  industry, 
where  Japanese  manufacturers  are  siz- 
able competitors,  price  increases  by 
U.S.  manufacturers  have  been  a  func- 
tion of  currency  fluctuations  and  thus 
do  not  appear  to  reflect  underlying 
inflationary  pressures. 

Speaking  of  inflation,  I  am  not  as 
worried  about  the  rise  in  the  gold 
price  as  other  investors  seem  to  be. 
Historically,  gold  has  been  a  bell- 
wether of  the  overall  trend  in  infla- 
tion. Today,  however,  changes  in  the 
price  of  gold  are  more  a  function  of 
rising  demand — particularly  in  Chi- 
na— and  limited  supply. 

Meanwhile,  the  inflation  trends  in 
other  areas  are  encouraging.  The 
cost  of  health  care  is  rising  at 
the  slowest  rate  in  the  postwar 
period.  Oil — a  key  commodity — is 
in  abundant  supply  at  present, 
while  demand  is  being  held  in 
check  by  a  sluggish  world  economy. 
Finally,  price  wars  seem  to  be  break- 
ing out  all  over,  affecting  such  prod- 
ucts as  personal  computers,  disk 
drives,  airfares,  long  distance  tele- 
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Investment  clues  from  the  past 


20  years 


10  years 


5  years 


1  year 


Asset 

return 

rank 

return 

rank 

return 

rank 

return 

rank 

Stocks 

12.2% 

1 

14.8% 

1 

15.1% 

1 

11.6% 

2 

Bonds 

9.8 

2 

13.2 

2 

13.1 

2 

14.8 

1 

Stamps 

9.6 

3 

(1.7) 

11 

0.5 

11 

8.8 

4 

3-month  Treasury  bills 

8.8 

4 

7.3 

4 

6.6 

4 

3.3 

8 

Diamonds 

8.5 

5 

5.9 

5 

4.3 

5 

1.5 

11 

Oil 

7.5 

6 

(4.7) 

12 

1.7 

9 

(6.3) 

12 

Gold 

6.9 

7 

(1  0) 

9 

(4  2) 

12 

9.6 

3 

Housing 

6.7 

8 

AA 

7 

3.7 

7 

1.8 

10 

Consumer  Price  Index 

6.1 

9 

3.8 

8 

4.2 

6 

3.3 

7 

Chinese  ceramics 

5.8 

10 

7.6 

3 

9.8 

3 

(7.5) 

13 

U.S.  farmland 

5.4 

11 

(1.2) 

10 

2.1 

8 

2.3 

9 

Foreign  exchange 

3.4 

12 

5.6 

6 

1.7 

10 

6.2 

6 

Silver 

2.7 

13 

(10.1) 

13 

(8.5) 

13 

8.4 

5 

Sources:  Salomon  Brothers  Inc;  Diamonds,  The  Diamond  Registry;  Basket  of  U.S.  stamps,  Scott  Inc.;  Chinese  ceramics,  Sotheby's;  Oil,  American  Petroleum 
Institute;  Housing,  National  Association  of  Realtors;  Farmland  (excluding  income),  U.S.  government  statistics.  Note;  Old  Masters  were  excluded  because 
current  data  were  unavailable. 


These  rankings 
financial  and 
tangible  asset! 
can  aid  investo 
in  deciding  how 
to  allocate  thei 
funds.  The  rate 
of  return 
are  compounds 
annually,  basei 
on  the  latest 
available  data. 


phone  service,  diapers  and  cigarettes. 

Judging  the  direction  of  the  politi- 
cal winds  can  be  even  more  challeng- 
ing than  figuring  out  where  prices 
are  headed.  At  the  moment,  there  is  a 
great  deal  of  instability  in  the  world, 
but  there  is  a  positive  side.  It  is  that 
the  unrest  grows  out  of  the  collapse 
of  communism.  In  the  Cold  War  era, 
the  worst-case  scenario  was  a  con- 
frontation between  well-armed  su- 
perpowers. Today's  unrest  is  local 
ized,  and  it  is  the  inevitable  outcome 
of  a  very  favorable  long-term 
trend — namely,  the  establishment  of 
more  tolerant  and  democratic  politi- 
cal regimes. 

There  is  not  much  to  say  about  tax 
rates  under  the  current  Administra- 
tion. It  is  clear  that  whatever  else 
may  or  may  not  get  accomplished  in 
the  Clinton  era,  taxes  are  going  up. 
Prospects  for  regulatory  change  are 
mixed.  Clearly  President  Clinton  is 
intent  on  reregulating  many  areas  of 
the  economy. 

In  spite  of  this,  the  government 
will  shrink,  largely  because  of  cur- 
rent and  anticipated  reductions  in 
defense.  Over  the  next  few  years, 
die  public  sector  will  account  for  a 
smaller  share  of  gross  national  product 
dian  it  has  in  die  recent  past.  In  addi- 
tion, most  state  and  local  governments 
are  operating  in  the  red,  so  it  seems 
likely  that  they  will  also  be  forced  to 


shrink  the  scope  of  their  operations. 

Judging  how  fearful  or  confident 
investors  are  feeling  is  a  subjective 
exercise.  There  are  surveys  of  senti- 
ment that  are  published  periodical- 
ly. And  when  things  get  really  bleak, 
people  try  to  get  money  out  of  the 
country  altogether.  By  these  mea- 
sures, I  would  say  that  people  are 
uncomfortable  and  somewhat  un- 
certain, but  they  are  not  fearful. 

In  the  Seventies  and  the  Eighties 
the  nature  of  the  confrontation  be- 
tween financial  assets  and  tangible 
assets  was  very  clear.  Investors  in  tan- 
gibles were  rewarded  with  hefty  re- 
turns in  the  inflationary  Seventies, 
while  financial  investors  prospered  in 
the  Eighties.  Of  course,  these  trends 
are  particularly  clear  with  the  benefit 
of  hindsight.  It  is  always  more  difficult 
to  judge  a  single  year  than  a  more 
extended  period. 

Given  fears  about  inflation  and 
overall  investor  uncertainty,  it  is  not 
too  surprising  that  the  figures  on  my 
survey  for  the  latest  year  present  a 
mixed  picture.  In  the  12  months 
ended  in  June,  the  top  five  perform- 
ing assets  include  two  financial  as- 
sets, one  collectible  and  two  com- 
modities— hardly  a  trend-setting 
year.  Without  making  too  many 
generalizations  on  a  single  year's 
data,  it  is  worth  noting  that  collect- 
ibles generally  do  not  conform  to 


the  long-term  patterns  of  the  ta, 
ble  asset  group  as  a  whole.  In  f 
this  is  because  collectibles  do 
serve  an  economic  purpose, 
more  important,  people  freque 
buy  them  as  public  emblems  of  t 
success:  High-priced  collectible 
a  form  of  conspicuous  consumpi 

The  real  estate  markets  are 
showing  a  mixed  picture.  Both  c 
mercial  and  residential  prop 
prices  have  been  in  a  proloi 
slump.  At  present  it  appear 
though  the  residential  side  of 
market  is  coming  to  life,  but  c 
mercial  prices  remain  depressec 
der  the  burden  of  a  huge  oversu] 

But  in  contrast  with  the  pas 
months'  mixed  picture,  the 
term  trends  continue  to  favor  fi| 
cial  assets.  Among  these, 
should  continue  to  outper 
bonds,  based  on  the  improvec 
porate  earnings  picture.  The  m 
is  not  cheap,  however,  and  rei 
will  not  match  the  very  strong 
formance  of  the  past  ten  years.  1 
view,  stock  returns  could  appr 
8%  to  10%  over  the  next  few  \ 
still  comfortably  outpacing 
tion.  For  the  first  time  in  many ; 
I  also  think  that  at  least  one  tan 
asset  is  beginning  to  look  inti 
ing.  Prices  of  residential  real  ( 
are  likely  to  improve  somewf 
the  next  few  years. 
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lavish  devotion  to  a  single  economic  variable 
an  get  a  currency  trader  into  deep  trouble. 
Witness  the  dollar  in  1979. 

rhe  interest  rate  trap 
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ME  OF  THE  MORE  amusing  aspects  of 
day's  foreign  currency  market  is 
itching  young  traders  mechanisti- 
lly  buying  and  selling  currencies 
sed  on  which  way  they  think  inter- 
:  rates  will  go.  U.S.  rates  going  up? 
ly  dollars.  German  rates  going 
wn?  Short  marks. 

Even    experienced    traders  who 
ould  know  better  often  take  it  tor 
mted  that  anticipated  future  shifts 
interest  rate  differentials  are  the 
mary,  if  not  sole,  determinant  of 
ure  spot-rate  adjustments.  Thus 
;erest  rate  trends  and  developments 
studied  with  a  quasi-religious  rev- 
tice,  with  little  regard  for  the  trou- 
a  trader  can  get  into  by  blindly 
owing  a  single  market  "theme." 
Over  the  years  many  themes  have 
>ved  in  and  out  of  popularity.  Some 
(Tiy  personal  favorites  have  been: 
J.S.  money  supply — a  particularly 
>table  indicator,  never  easy  to  fore- 
L  but  popular  because  it  has  provid- 
good  fun  four  times  a  month,  when 
:  Fed  releases  its  latest  numbers. 
J.S.  merchandise  trade  deficit — not 
nuch  fun  as  money  supply  because 
omes  out  only  once  a  month,  but 
magnitude  of  its  impact  upon  the 
:ket  has  often  been  shocking. 


■  The  Japanese  Nikkei — most  foreign 
exchange  traders  knew  little  about  Japa- 
nese equities  when  this  theme  became 
popular  in  1990,  but  that  never  stopped 
the  currency  market  from  moving  capi- 
tal into  and  out  of  the  yen  based  on  its 
anticipated  movements.  Sometimes  die 
yen  would  rise  when  the  Nikkei  fell,  as 
traders  bet  on  Japanese  institutions' 
repatriating  offshore  monies  to  prop  up 
their  worsening  capital  base,  creating  a 
demand  for  yen  through  the  repatria- 
tion process.  But  sometimes  the  yen  tell 
when  the  index  fell,  on  expectation  that 
the  falling  Nikkei  would  force  a  lower- 
ing of  Japanese  rates. 

■  The  U.S.  stock  market — as  if  the 
S&P  and  DJI  are  not  themselves  hard 
enough  to  forecast,  using  them  to 
forecast  currency  movements  is  a 
Herculean  task. 

■  Bundesbank  council  meetings — 
will  there  be  a  press  conference  or  not, 
and  does  it  make  a  difference? 

■  What  is  Negara  doing?  (Negara,  the 
central  bank  of  Malaysia,  is  known 
among  traders  for  its  aggressive  cur- 
rency positions.) 

But  let's  get  back  to  today's  domi- 
nant theme — interest  rate  differentials. 
Before  you  buy  a  country's  currency 
because  you  think  interest  rates  in  that 
country  are  about  to  rise,  recall  that  in 
1979,  at  the  height  of  American  stagfla- 
tion and  Jimmy  Carter's  political  inep- 
titude, T  bill  rates  were  10%  and  rising. 
Yet  the  dollar  was  so  unpopular  that  the 
Swiss  offered  negative  nominal  interest 
rates  on  Swiss  franc  money  market 
deposits — and  still  were  inundated  with 
dollars  as  the  greenback  collapsed.  A 
huge  interest  rate  differential  between 
the  U.S.  and  Switzerland  was  a  sign  of 
how  weak  the  dollar  was,  not  an  indica- 
tion that  the  dollar  should  be  bought. 

Similarly,  in  1987  Japanese  interest 
rates  dropped  dramatically  as  U.S. 
rates  rose  in  equally  dramatic  fashion. 
Great  time  to  buy  dollars?  Hardly. 
Under  pressure  from  the  politicians, 


the  dollar  only  moved  lower  against 
the  yen  during  the  period. 

My  point:  When  trading  curren- 
cies, it's  not  enough  to  simply  look  at 
rising  or  falling  interest  rates  and  in- 
terest rate  differentials  to  ascertain 
how  the  currency  markets  will  move. 

This  isn't  to  say  that  interest  rates 
aren't  important.  They  are.  But  they 
must  be  analyzed  in  a  broad  context. 
For  example,  one  must  determine 
whether  interest  rates  are  rising  in 
order  to  defend  an  out-of-favor  cur- 
rency (as  we  saw  with  a  number  of 
weak  European  currencies  that  ulti- 
mately devalued  during  the  ems  crisis 
last  fall),  or  whether  they  are  rising 
because  of  a  robust  economic  expan- 
sion that  is  generating  excessive  de- 
mand on  domestic  capacity  (a  classic 
example  of  this  occurred  in  Germany 
after  the  reunification). 

Not  making  this  basic  distinction 
can  kill  a  currency  speculator.  If  inter- 
est rates  rise  because  of  increasing  infla- 
tion that  is  not  matched  by  corre- 
sponding growth,  then  that  currency 
will  ultimately  move  out  of  favor.  If  this 
stagflationary  environment  is  made 
worse  by  political  problems,  structural 
deficits,  adverse  demographics,  dra- 
matically overvalued  equity  markets, 
weak  overseas  economic  conditions 
and  numerous  other  economic  con- 
straints, then  one  has  a  potentially 
disastrous  scenario  for  a  currency. 

Sound  familiar?  What  happened  to 
the  dollar  under  Jimmy  Carter  could 
happen  again.  If  the  Fed  raises  rates  in 
the  months  ahead,  think  twice  before 
you  buy  dollars. 

In  the  May  24  issue,  I  recommend- 
ed a  yen  volatility  trade  with  a  long 
maturity  date.  Now  that  the  yen  has 
moved  dramatically  higher  against 
the  dollar,  I  suggest  buying  out-of- 
the-money  yen  calls  and  puts  for  two- 
to-six-month  maturity  to  play  for  ei- 
ther a  sharp  corrective  move  or  a 
further  climactic  rise.  SB 


|s  ■  July  5,  1993 


141 


ICIAL  SERVICES 

FINANCIAL  SERVICES 

IS  THE  MARKET 
"TOO  HIGH"? 


Is  the  stock  market  now 
headed  for  sizable  gains, 
or  for  another  "free  fall"? 

Before  you  make  any  de- 
cisions to  unload  slocks,  or 
to  buy  more,  or  to  stand 
pat.  I  urge  you  to  check  at 
once  the  current  status  of 
my  key  market  indicators 
MARTIN  ZWEIG  which  I've  spent  more 
than  30  years  developing. 

These  are  the  indicators  that  enabled  The 
Zweig  Forecasts  show  a  50.4%  gam  for  the 
"crash  year"  of  1987  with  a  9%  portfolio  gain  on 
Black  Monday  itself  and  that  made  possible 
the  Forecast's  huge  638.5%  gains-with  not 
even  one  down  year-over  the  12'  2  years 
(through  12/92)  since  Hulbert  began  monitoring 
advisory  services  (Past  results  are  no  guaran- 


tee of  future  performance.) 

Let  me  rush  you,  as  a  bonus,  the  very  latest 
issue  of  The  Zweig  Forecast  showing  you  exactly 
what  my  key  indicators  are 
saying  now.  Plus  the  un- 
listed number  of  my  tele- 
phone hotline  which  up- 
dates my  indicator  readings 
at  least  three  times  a  week. 
Plus  a  gift  copy  of  my  book, 
"Winning  on  Wall  Street" 
($20  retail).  Act  today  Pro 
rata  money-back  guaran- 
tee, of  course. 

Three-Month  Trial  $55. 
One  Year  $265.  Visa ,'MC 
1-800-535-9649  Ext.  9061 

THE  ZWEIG  FORECAST 

PO  Box  2900,  Wantagh,  NY  11793-0926 
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EXTRA  BONUS 


PRESENTATION  EQUIPMENT 


LASER  romiER 

$7295 


Engraving  Available! 


1  800  55  DIUCS 


Mode  in  the  USA 


DIVCO  Technologies,  Inc. 

An  American  Company  «sj 

1  Year  Warranty  


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

JMclM m    Ca,l/Wr'(e  *<*  KIT: 

m  but 


P.O.  Box4B4-FB 
WHmlngton,  D€  19899 
300-321  -COW'  ■  302-652-6532 


REAL  ESTATE 


OWN  A  PIECE  OF 
PARADISE 


in  the 

FABULOUS  FLORIDA  KEYS 
CALL 

1  800  727  0833  Pamella 

Specializing  in  upscale  commercial 
&  residential  American  Caribbean  R  E. 


S  OVER  ONE  BILLION  S 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 
No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to: 

Free  Business  C2taIog 
U.S.  Government  Printing  Office 
Office  of  Marketing — Stop  SM 
Washington.  DC  20401 


Receive  Value  Line 
for  only  $SS  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  investors  Reference  Library — Value  Line's  mosl 
recent  Ratings  and  Reports  on  1 700  stocks  and  the  practical  guide  How  t 
Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocli 
each  week  for  10  weeks  for$6ST$55.  Available  only  once  every  two  years  t 
any  household.  SPECIAL  BONUS:  "With  your  subscription  you  also  will 
receive  a  copy  of  WALL  STREET  WORDS,  an  accessible  dictionary  of  ove 
3,500  terms  (retail  price  $8.95).  In  addition  to  clear  definitions,  this 
convenient  guide  features  special  explanations,  helpful  hints,  and  case 
histories  on  87  topics  of  special  interest,  contributed  by  32  Industry 
professionals — plus  48  case-example  paragraphs  by  the  author."  (Availab 
while  supplies  last.)  Your  subscription  to  Value  Line  may  be  tax-deductibl 
Consult  your  tax  advisor.  Send  check  or  money  order  along  with  name, 
address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept.  616C05)  American  Express,  MasterCard  or  Visa.  24  hours  a  day. 
7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  lor  delivery, 
NY  residents  add  sales  tax.  Foreign  rates  upon  request. 


The  Value  Line  Investment  Survey* 

711  3rd  Avenue 
NY,  NY  10017-4064 


EDUCATIONAL  SERVICES 


EDUCATIONAL  SERVI 


University  Degrees 

Home  study  Associate,  Bachelor, 
MBA  degrees.  Paralegal,  Finance, 
Marketing,    Management,  Health 
Care  Administration,  International 
Business,  Human  Resources. 
Call  (800)  477-2254 
Southern  California  University 
202  Fashion-F,  Tustin  CA  92680 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstones  Free  wholesale  catalog  since 
1967'  Member:  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce 

HOUSE  OF  ONYX 
One  Main  Street 
Greenville,  Kentucky  42345 
TOLL  FREE  1-800-626-83S2 


COLLEGE  DEGRE 

BACHELORS  •  MASTERS  •  DOCTI 
For  Wort  Lite  and  » 
Experience  •  No  Cli 
Attendance  Reet 
1-800-423-3: 
FAX  (310)  471 
or  tend  detailed  r 
lor  Free  Eralua 

Pacific  Western  Univers 

$00  H  Stpuiveda  Bgj  Depi  185  Log  Angela  ! 


FREE  VIDE 


EXTERNAL  DEGRE 

BA/BS  MS/MBA  PhD/J 
|  Credit  for  work  /life  exp  •  Ac 
(800)  955-8879  (24  hrs 

LaSalle  Universi 

i  Dept.  879  Slidell.  LA  70459- 


FORBES  MARKET/CLASSIFIEC 

To  spotlight  your  specialty  product  or 
service  to  an  affluent  proven  responsiv 
executive  audience: 

WRITE,  CALL  OR  FAX:  LINDA  LORE 
FORBES  MARKET/CLASSIFIED 

60  Fifth  Ave.,  N.Y.,  NY  10011 

(212)  620-2440 
(212)  620-2472  (FAX) 
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PRESENTATION  SERVICES 


EXECUTIVE  ART 


SCicCe  Imagers 

Overnight  & 


\ 


$495 


^QMal'ty  Guaranteed  5 

Computer  File  Output 


35mm  Color  Slides 
Overhead  Transparencies 
Canon  Color  Lasers 

Free  Samples  &  Technical  Support 


12-  hour  service  standard.  Modem  to  us 
your  native  files  by  8  a.m.  E.S.T.  or  send 
by  Priority  Air  Express,  and  we'll  have 
the  finished  product  back  to  you  by  the 
next  morning.  CALL  US  TODAY! 


The  BEST  Product.  (800)232-5411 
Service,  Technical  (404)g73.5353 
Support,  and  mc  .     7th  st .  Atlanla  GA30308 


EXECUTIVE  GIFTS 


•  16"  to  7t  models  ore  hand- 
crafted from  solid  roahogony  with 
handpainted  markings  and  details 

•  Over  160  models  in  stock 

•  Pnced  from  $99  50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 
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WCU1DS  lUIHNG  MAJOTS 
Of 'INI 

•aoscuirruKS 


COMPUTER  SOFTWARE 


Need  New  Customers? 


Let  us  help  you  with  Sales  Leads... 

•  10  Million  U.S.  Businesses  - 

Select  by  SC.  Employee  Size  and  Sales 
Volume  Lists  include  Name  of  the  Owner 
or  Manager 

•  78  Million  U.S.  Residents  - 

Select  by  Age  and  Income 

Call  or  write  for  FREE  Catalog 
American  Business  Lists 

5711  S  86th QrOe-Oeptn 01  183-Omaha. NE 68127 
Phone  (4021  331-7169 'fax  (402)331-1505 


SNARING 


IS  CARING 


ORIGINAL 
ANTIQUE  MAPS 


To  Make  A  Distinguished  Statement 


1  Executive  Office 
Decoration 
•  Corporate  Gifts 
1  Collection  Building 


48  East  57th  Street  New  York.  NY  10022 

Gallerv  Hours:  Mon-Fri.  10-6;  call  for  Sat  hrs. 
(800)  423-3741  (212)308-0018 
Fax:(212)308-0074 

lll.Catalogue,$7 

Supplier  to  leading 
Museums  &  Private 
Col  led  tons 


Call 
Farwest  Golf 
Now  To  Order. . . 


Improve  Your 
Putting. 

•  The  most  effective  putting 
rtoiner  ovailoble 

•  Consistently  make 
6  to  B  fool  putts 

•  Use  at  golf  course,  home 
or  office 

•  Adjusts  to  almost  any 
siie  putter 

•  Used  By  PGA/IPGA 
professionals 

•  full  Money  Back 
Guarantee  J7 

1-800-368-9158 


PRESENTATION  EQUIPMENT 


The  most  advanced  pen  sized 

Laser  Pointer 
INFINITER 


Black  $8? 
24K  Gold  S120 
S6  00  SSH 


.^KWSS***"^  Don't  Lose  "^e'f  Attention! 

^0?s»»,s*^         Bright  red  laser  dot  lets  your  audience  locus 
on  your  topic  and  lets  you  direct  the  presentation 


$72 

Silver 

q  Ripec 

55  Oak  Court.  Danville.  CA  94526 
Tel  510820-1763  Fax  510-8208738 


800-854-6686  Dept.  i 


EXECUTIVE  GIFTS 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  -100%  U  S.A.-made 
We'll  custom-make  any  emblem  lor  you1 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.       101  Bel  Air  Drive 
New  Milford,    CT    06776.  U.S.A. 
(800)  53S-S2S5  •  Fax  (203)  354-2786 


EXECUTIVE  GIFTS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain 

•Forward-tilt 

feature 
•Adjustable 

neck  rest 

•Built-in  adjustable 
lumbar  support 

7b  fit  individuals  from  5'J"  up  to  6'6 


BackSaver  calivi-800.25i  »225 

— i   fas  li  hrs  IJtOt^tyMttW 

S3  'Jeffrey  Ave.  FME.  Ilolliston.  MA  0174d 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 

ForbesrCapitaiistTbol® 


Georgia-Pacific: 
a  waiting  game 

The  stock  of  Georgia-Pacific  Corp. 
ran  up  to  nearly  70  last  winter  in 
advance  of  better-than-expected  first- 
quarter  earnings  produced  by  firmer 
lumber  and  plywood  prices. 

But  these  prices  have  since  backed 
off  to  around  the  levels  of  a  year  ago, 
and  the  stock  is  down  some  1 2  points. 
Is  the  stock  now  a  buy?  Analyst  Mat- 
thew Berler  of  Donaldson,  Lufkin  & 
Jenrette  thinks  that  CP's  earnings  for 
the  second  quarter  will  disappoint. 
For  the  full  year,  Berler  estimates  the 
net  will  at  best  be  just  75  cents  a  share 
and  he  has  lowered  his  1994  estimate 
from  $4.25  to  $3.30.  He  thinks  after- 
tax free  cash  flow  will  amount  to  just 
$60  million  this  year,  delaying  a 
promised  stock  buy- back. 

Long  term,  Berler  is  high  on  Geor- 
gia-Pacific, but  not  yet.  Buy  in  the  low 
50s,  he  says. 

Don't  buy  on  bad  news 

Poor  Tambrands  Inc.  Shares  of  the 
$567  million  (estimated  1993  sales) 
maker  of  Tampax  tampons  have 
slumped  35%  since  January,  from  64 
to  a  recent  41 V2 — a  loss  of  nearly  $900 
million  in  market  value.  Cause:  disap- 
pointing earnings. 

The  White  Plains,  N.Y.-based  com- 
pany has  50%  of  the  U.S.  tampon 
market.  But  management  underesti- 
mated the  degree  to  which  customers 
bought  its  products  for  their  cheaper 
prices.  In  recent  years  Tambrands 
raised  its  prices  closer  to  those  of 
archrival  Playtex's  tampon  products. 
Big  mistake.  Playtex  has  gained  mar- 
ket share  at  Tambrands'  expense. 

In  early  June,  Martin  Emmett,  58, 
Tambrands'  chairman  and  chief  exec- 
utive officer,  took  the  tall  and  re- 
signed. Outside  director  Howard 
Wentz  Jr.  is  now  chairman,  and  the 
search  is  on  for  a  new  chief  executive. 

Tambrands  has  some  strengths — 
strong  market  share  at  home,  good 
potential  overseas.  But  analyst  Bonita 
Austin  of  Lehman  Brothers  isn't  in- 
terested in  the  stock  even  at  its  current 
price.  She  estimates  Tambrands  will 
earn  just  $2.65  a  share  this  vear,  down 
14%  from  1992. 

Long  term,  Austin  thinks  Tam- 
brands will  grow  only  at  10%  a  year, 
not  the  1 5%  that  the  company  itself 


Store  window  display  of  Tampax 
Paying  the  price  for  raising  prices. 


had  projected  until  recently. 

Austin  warns  the  stock  could  skid 
into  the  mid-30s  before  the  blood- 
bath is  over. 

Splitsville  for  Navistar 

The  Big  Board  stock  of  Navistar 
International  Corp.,  the  leading  do- 
mestic manufacturer  of  heavy  trucks, 
recently  fell  29%,  from  3  to  2Vs,  on 
huge  volume.  Curious,  as  the  news  of 
late  from  the  $4.3  billion  (estimated 
1993  sales)  company  has  been  consis- 
tently good. 

Chicago-based  Navistar  is  engaged 
in  a  massive  financial  overhaul  to  get 
out  from  under  a  ruinous  burden  of 
retired  employee  health  care  costs 
(Forbes,  Apr.  26).  To  do  this,  Navi- 
star cut  a  deal  with  its  principal  union, 
the  United  Auto  Workers,  as  well  as 
with  retirees  and  nonunion  employ- 
ees, to  slash  retiree  benefits.  In  ex- 
change, retirees  and  employees  will 
get  a  big  chunk  of  new  equity.  The 
deal,  approved  May  27  by  a  federal 
judge,  is  a  shoo-in  for  approval  at  the 
June  29  shareholders  meeting. 

To  fund  the  court-approved  settle- 
ment, Navistar  will  have  to  issue 
stock — at  least  twice  and  maybe  close 
to  three  times  the  current  255  million 
outstanding  common  shares.  But  di- 
lution per  se  isn't  the  problem.  With 


the  company's  core  heavy  truck 
school  bus  business  booming,  F 
Prezelski,  director  of  research  at  ] 
York's  Ladenburg,  Thalmann  & 
expects  Navistar  to  break  even  foi 
Oct.  31,  1993  fiscal  year  and 
anywhere  from  25  cents  to  40  cei 
share  on  a  fully  diluted  basis  for 
fiscal  1994  year. 

So  what's  spooking  the  mai 
The  prospect  of  a  1 -for- 10  re\ 
stock  split  that's  also  a  shoo-in 
shareholder  approval.  "It's  an  ite: 
common  wisdom  on  Wall  Street 
stocks  go  down  after  reverse  spl 
says  Prezelski.  The  recent  selling 
come  since  Navistar  mailed  255  p 
of  proxy  material  to  sharehoh 
Prezelski:  "I  think  people  look  at 
thick  this  is  and  say,  'Screw  it,  sell  i 

Prezelski  doesn't  think  Nav 
will  go  below  a  price  of  2  on  the 
stock,  or  a  reverse-split-adjusted  j 
of  20.  Bullish  on  the  company 
predicts  that  the  stock  could  g 
high  as  60,  split-adjusted,  over 
next  12  months. 

-Gary  Slut 

Tips  from  Tubby 

I.W.  (Tubby)  Burnham  II  may 
retired  as  chairman  of  Drexel  B 
ham  Lambert  in  1984,  but  toda 
84,  Burnham  is  still  going  strong 
What  stocks  does  Tubby,  wl 
honorary  chairman  of  New  » 
based  Burnham  Securities,  like  t 
days?  He  mentions  Exxon  Corp 
cent  price,  65V4.  Why  Exxon?  ' 
the  first  time  in  years  the  Saudis  t 
the  price  of  oil  is  too  low,"| 
Burnham,  who  believes  that  5 
Arabia  is  still  the  swing  producei 
price-setter.  "If  the  guy  who  set 
price  wants  it  higher,  you're  goiii 
see  it." 

Burnham  also  thinks  Citicorp 
good  speculation,  even  at  its  n 
price  of  271/2.  He  expects  it  to 
$3.25  a  share  in  1994  and  lool* 
the  company  to  resume  paying  a 
dividend.  (As  recently  as  1990 
paid  $1.74  a  share.) 

Burnham  is  also  recommer 
some  thinly  capitalized,  gro 
companies,  including  a  coup] 
communications  plays.  There's 
million  ( 1992  sales)  Telematics  1 
national,  Inc.,  a  supplier  of  high 
formance  products  to  the  comn 
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us  industry.  Telematics  has  17.1 
>n  over-the-counter  shares  out- 
ing. (Insiders  own  9.5%;  Ham- 
Group  Investments  Ltd.  owns 
8%.)  Recent  price,  67/s,  or  19 
!  trailing  12-month  earnings, 
also  high  on  $456  million  (1992 

Telephone  &  Data  Systems, 
a  Chicago-based  operator  of  eel- 
systems  that  also  provides  local 
hone  service  in  28  states.  There 
0.8  million  Amex-listed  shares, 

16%  of  which  are  closely  held, 
it  price,  42%. 

rs  Burnham  of  the  pair:  "Take- 
are  coming  in  the  field,  and 
are  two  good  prospects.1'' 

ink  play  with  yield 

ite  the  runup  by  bank  stocks, 
ael  Zuk,  a  Kansas  City,  Mo.- 
[  regional  banking  analyst  for 
estock  &  Co.,  thinks  several  of 
ank  convertible  preferred  issues 
till  attractively  priced  for  both 
and  capital  appreciation, 
le  of  Zuk's  favorites  is  the  $1.75 
iitible  preferred  of  Wichita- 
[,  $5.5  billion  (assets)  Fourth 
icial  Corp.  The  company  oper- 
>ank  IV  Kansas,  the  largest  bank 
e  state,  and  is  expanding  into 
loma  and  Missouri.  For  the  first 
er  of  1993,  Fourth  Financial's 
i  on  equity  was  18.9%,  return  on 
was  1 .7%,  and  the  ratio  of  equity 
ets  was  8.9%.  Zuk  estimates  that 
h  Financial  will  earn  at  least 
)  a  share  this  year,  versus  $2.17 
92. 

urth  Financial's  22.4  million 
rion  shares,  which  trade  over- 
ounter,  have  risen  79%  since  ear- 
91,  to  a  recent  28V4.  It  sold  4 
>n  shares  of  convertible  preferred 
:  public  in  February  1992  at  $25 
z.  Each  is  convertible  into  0.862 
s  of  common.  The  preferred  can 
[led  in  March  1997  at  $25. 
e  recent  o-t-c  price  of  the  pre- 
l  stock  was  29,  for  a  21%  conver- 
)remium.  Yield:  6%.  Zuk's  target 
for  the  common,  come  1997,  is 
his  would  put  a  value  of  34V2  on 
>referred  at  that  time.  So  the 
Ted  offers  the  prospect  of  nearly 
:apital  appreciation  over  the  pe- 
This  works  out  to  a  compound- 
:al  annual  return  through  March 
of  10.1%.  mm 
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IF  YOU 

MISSEDTHE 

DEER  TICK 

That's  it,  the  tiny  spot  above  the  HI ^5, 
word  "tick"  in  the  headline.  The  tick  \J  ■  H      ■  ■■  ■  ^ 

that  carries  Lyme  disease  is  so  small  JHk  ^m  j£ 

that  it  virtually  goes  unnoticed.  urMr^^mu  LC 

That's  why  it  is  so  important  to 
know  the  early  symptoms 

of  Lyme  disease,  because    HOW  LIKELY 

early  treatment  oners  the  I  Wf\ 

best  chance  for  a  full  recovery.  Left  UU 

untreated,  Lyme  disease  can  lead  to  SEE  IT  ON 

arthritis,  nerve  or  heart  problems.  YOURSELF? 

For  a  free  copy  of  the  brochure  ^ 

Lyme  Disease,  contact  your  local  .5^^ 
Arthritis  Foundation  chapter  or  call 
the  Arthritis  Foundation  Informa- 
tion Line  toll-free  at  1-800-283-7800. 


ARTHRITIS 

FOUNDATION® 

Your  Source 
lor  Help  and  Hope  a 


1-800-888-9896 


Call 

FORBES  SUBSCRIBER 
SERVICE 

To  Change  Your  Address  Or 
Order  A  New  Subscription 
(Allow  4-6  weeks  for  Address  Change. 
Please  quote  subscriber  number  on  address 
label  of  magazine.) 

or ... 

mail  this  coupon 
with  current  address  label. 


Name . 


New  Address . 


City. 


State . 


Zip . 


JB9X41 


NEW  SUBSCRIPTION 

□  1  Year  (27  issues)  $54 
□  3  Years  (81  issues)  $108 
In  Canada,  1  year  $95  Can. 
International,  add  $71  to  U.S.  annual  rate. 

Forbes 

P.O.  Box  10048 
Des  Moines,  IA  50340-0048 


Remember 
Your  First 
Summer  Job? 

Filling  an  order. 
Punching  a  time  clock. 
Dealing  with  a  tough  customer. 
Generations  of  New  Yorkers  have 
learned  lessons  about  real  life,  and 
real  work,  through  summer  jobs. 

This  summer,  thousands  of  young 
New  Yorkers  can  take  that  same 
giant  step.  But  they  need  your  help. 
Sure  the  economy's  tough. 
But  it's  making  a  comeback. 
And  hiring  a  young  person  helps  build 
the  work  force  we'll  need  for  the 
economy  of  tomorrow. 

We  can  help  you  find  a  young  worker 
with  the  skills  and  enthusiasm 
your  business  needs  today. 

Call  2 12-888- JOBS 


M 


SUMMER  JOBS 

They  worked  for  you. 
And  they  still  do. 

Sponsored  by  The  New  York  City  Partnership,  Inc. 


IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELA 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  fli£ 

Find  out  more  about  thL' 
paradise  in  the  Fijis  and  oi 
Special  Island  Exclusive. 
Laucala,  owned  and  opera1 
by  Forbes  Magazine.  For 
more  information  write 
Errol  Ryland,  Manager,  4 
Box  149,  Fort  Garland,  C 
81133,  or  call  1-800-FORBE 
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more  things  change  . . ." 
pears  ago  in  Forbes 

1  THE  ISSUE  OF  JULY  7,  1923) 

ation  has  no  enemies,  no  rivals, 
body  dotes  on  the  thought  of 
g  it  perfected.  But  enthusiasm 
dies  at  the  idea  that  aviation  must 
zd  up  with  landing  fields,  not 
is  a  railway  car  is  tied  to  the  rails 
oadbed  but  much  worse,  as  the 
iy  car  can  be  stopped  and  started 
,  but  the  airplane  must  keep  on 
at  all  hazards,  till  the  landing 
is  reached." 

ormerly  took  106  days,  out  of 
1  18  were  for  painting,  to  put  a 
i  body  through  from  the  lumber 

0  the  finished  car,  while  now  an 
:el  body  can  be  pressed  from  the 
,  electrically  welded,  assembled, 
snameled,  in  a  little  more  than 
lay  of  actual  time,  if  the  produc- 
is  large  enough  to  justify  the 
red  equipment." 

•  ears  ago 

1  the  issue  of  July  1, 1933) 

!  only  safe  method  of  investing 
rough  extensive  diversification, 
l  constant  and  unchanging  con- 
is,  bonds,  mortgages  and  other 
ations  should  be  sounder  finan- 
lvestments  than  stocks,  equities 
inencumbered  real  estate.  The 
;,  however,  that  ever)'  investor  is 
with  constantly  changing  con- 
is.  Hence,  the  only  way  to  invest 
y  conservatively  is  to  diversify 
sively." 

omobile  tourists  driving 
gh  Schenectadv,  N.Y.  by  night 
immer  will  have  their  first  expe- 
:  with  a  highway  lighted  by  sodi- 
ipor  lamps.  With  80  to  90  watts 
"rent,  one  of  these  lamps  gives 


about  the  same  illumination  as  an 
ordinary  400  candle  power  lamp  con- 
suming 215  watts.  .  .  .  Tests  have 
shown  that  its  steady  yellow  quality 
actually  makes  seeing  much  easier." 

50  years  ago 

(From  the  issue  of  July  2, 1943) 
"From  her  long  wartime  experience, 
Britain  discovered  that  workers  could 
not  function  efficiently  beyond  a  cer- 
tain number  of  hours  per  week,  50  to 
54.  Britain  also  discovered  that  war 
workers  and  others  needed  recrea- 
tion. What  should  our  own  country's 
attitude  be  towards  vacations  in  this 
all-out-for-waryear?  Half  of  all  [U.S.] 
companies  polled  report  that  they  are 
granting  no  vacations  but,  instead, 
paying  'vacation  allowances.'  " 

25  years  ago 

(  From  the  issue  of  July  1 ,  1968 ) 


U.S.  astronaut  Edwin  Aldrin  on  test  that 
led  to  1969  Apollo  moon  landing. 

"Forbes  thinks: 

1 )  The  U.S.  should  continue  in  the 
forefront  of  space  exploration. 

2)  The  U.S.  should  have  a  well- 
funded  and  stable  space  program 


with  a  permanent,  though  not  ex- 
travagant, position  in  the  priority  of 
national  goals. 

3)  Business  should  understand  and 
support  such  a  program." 

"Among  the  traditions  of  America  is 
the  story  of  the  brilliant  athlete  who  is 
financially  dumb.  .  .  .  It's  not  like  that 
anymore.  Today's  athletes  have  been 
discovered  in  high  school,  brought 


American 
League 
superstar  Carl 
Yastrzemski  be- 
came a  mutual 
fund  salesman 
after  retiring 
from  the  Boston 
Red  Sox. 


along  by  university  athletic  depart- 
ments, and  in  the  process  have  re- 
ceived educations.  The  archetype  of 
the  new  professional  athlete  is  Carl 
Yastrzemski  of  the  Boston  Red  Sox, 
last  year's  winner  of  the  American 
League's  Triple  Crown  (runs  batted 
in,  batting  average,  and  home  runs). 
Yastrzemski  graduated  from  Merri- 
mack College,  majored  in  business 
administration,  and  has  just  gone  into 
the  mutual-fund  business.  .  .  ." 
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years  ago 


iodern  trolley,  shown  in  Brooklyn  in  mid-1933,  came  too  late  to  save  the  trolley 
ss  from  the  motor  age's  onslaught. 


(From  the  issue  of  July  4,  1983) 
"A  Hungarian  businessman's  de- 
scription of  his  nation's  dilemma:  To 
prosper,  Hungary  must  move  toward 
capitalism;  but  to  keep  Soviet  tanks 
away  from  Budapest,  it  must  maintain 
the  facade  of  socialist  respectability. 
In  that  sense  the  Soviet  tanks  are 
socialism's  ultimate  chastity  belt,  and 
so  the  Hungarians  seem  doomed  to 
frustration.  ..." 

"The  dollar  has  had  a  giddy  ride. 
Since  1980  .  .  .  it  has  climbed  dramat- 
ically against  the  world's  key  trading 
currencies,  especially  the  deutsche 
mark  and  Japanese  yen.  It  is  now 
clearly  overvalued — witness  the  $50- 
billion-plus  trade  deficit  now  in  pros- 
pect for  the  U.S.  for  1983.  Market 
forces  must  eventually  compel  adjust- 
ments. That  time  is  almost  here."  HI 
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infj  the  U.S.  for 
most  of  their  problems 
is  usually  food  for 
hursts  of  applause  among 
our  allies,  and  ever  more 
frequently  within  the 
Third  World.  .  .  .  But 
where  do  they  put  what's 
nearest  and  dearest  to 
them — their  money?  Here. 
In  the  last  year  and  a 
half  oversea-ers  have 
invested  more  money  in 
the  U.S.  than  ever  before; 
more,  for  the  first  time, 
than  Americans  have 
invested  abroad.  So, 
too,  their  cash  stash  in 
U.S.  stocks,  bonds  and 
Treasuries  soars.  The 
French  send  the  Socialists 
to  power  and  their  money 
to  New  York. 

-Malcolm  Forbes 


A  Text... 

Only  be  thou  strong  and 
very  courageous,  that 
thou  mayest  observe  to 
do  according  to  all  the 
law,  which  Moses  my 
servant  commanded  thee: 
turn  not  from  it  to  the 
right  hand  or  to  the 
left,  that  thou  mayest 
prosper  whithersoever 
thou  goest. 
-Joshua  1 :7 


Sent  in  by  Peter  J.  Pignatello, 
Roseland,  N.J.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


True  hope  is  swift,  and 
flies  with  swallow's  wings. 

Kings  it  makes  gods,  and 
meaner  creatures  Icings. 

-Shakespeare 

Hope  deceives  more  men 
than  cunning  does. 

-Vauvenargues 

Hope:  A  species  of 
happiness,  and  perhaps 
the  chief  happiness  which 
this  world  affords. 

-Samuel  Johnson 

Hope  is  the  thing  with 
feathers  that  perches 
in  the  soul. 

-Emily  Dickinson 

There  is  no  medicine 
like  hope,  no  incentive 
so  great,  no  tonic  so 
powerful  as  expectation 
of  something  tomorrow. 
-Orison  Swett  Marden 


Hope  is  a  greai  falsifier. 
Let  good  judgment  keep 
her  in  check. 

-Baltasar  Grecian 

It  is  natural  to  man  to 
indulge  in  the  illusion  of 
hope.  We  are  apt  to  shut 
our  eyes  against  a  painful 
truth,  till  she  transforms 
us  into  beasts. 
-Patrick  Henry 

the  only  way  boss  to  keep 
hope  in  the  world  is  to 
keep  changing  its  population 
frequently. 

-Don  Marquis 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $59.50  ($23.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $23.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  1 1234, 
Des  Moines,  IA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


It  is  the  around-the-corner 
brand  of  hope  that  prompts 
people  to  action,  while  the 
distant  hope  acts  as 
an  opiate. 
-Eric:  Hoeeer 

He  that  lives  upon  hope 
will  die  fasting. 

-Benjamin  Franklin 

There  are  situations  in 
which  hope  and  fear  run 
together,  in  which  they 
mutually  destroy  one 
another,  and  lose  themselves 
in  dull  indifference. 
-Goethe 

Hope  is  the  only  universal 
liar  who  never  loses  his 
reputation  for  veracity. 

-Robert  Ingersoll 

There  is  nothing  so  well 
known  as  that  we  should 
not  expect  something 
for  nothing — but  we  all  do, 
and  call  it  Hope. 
-Ed  Howe 

Hope:  Desire  and  expectation 
rolled  into  one. 

-Ambrose  Bierce 

Hope,  like  faith,  is  nothing 
if  it  is  not  courageous; 
it  is  nothing  if  it  is 
not  ridiculous. 

-Thornton  Wilder 

Hope  is  worth  any  money. 

-Thomas  Fuller 

Strong  hope  is  a  much 
greater  stimulant  of  life 
than  any  realized  joy 
could  be. 

-Nietzsche 

Hope!  Of  all  ills  that 

men  endure, 
The  only  cheap  and 

universal  cure. 

-Abraham  Cowley 
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FREE  Special  Report 


The  4  Most  Costly  Estate  Planning  Mistakes 

Made  By  Those  Worth  $3  Million  to  $250  Million 


Tragically,  you  may  be  making  two 
or  three  of  these  mistakes  costing 
you  millions  of  dollars. 

That's  why  Barry  Kaye  has  prepared  a  FREE  Special  Report: 
22  Wealth  Preservation  Strategies,  that  he'd  like  to  send  you.  This 
exclusive  report  reveals  easy  steps  you  can  take — right  now — to 
legally  avoid  each  mistake  and  reduce  your  estate  tax  cost  up  to  90%* 


Barry  Kaye,  America's  #1 
expert  on  estate  tax  cost 
discounts. . .  author  of 
Save  A  Fortune  On  Your 
Estate  Taxes . . .  and 
founder  and  chairman  of 
Wealth  Creation 
Centers5"— America  s 
Foremost  Estate  Tax 
Cost  Discount  Specialists. 


#  J  Losing  50%  or  more  of  your  estate's  net 


worth  to  estate  tax  costs. 


Death  and  estate  taxes  are  inevitable.  FACT:  Uncle 
Sam  is  due  the  money  owed  by  your  estate  upon  your 
death.  Nobody  —  not  your  attorney,  your  financial 

Elanner  or  your  accountant  —  can  change  that.  But  the 
ig  question  is:  WHO  will  pay  your  estate  taxes? 

Without  proper  estate  planning,  your  heirs  will  be 
100%  responsible  for  paying  these  taxes.  Over  a 
$3,000,000  estate,  they'll  pay  55%  in  estate  taxes. 

But  in  your  FREE  Special  Report,  12  Wealth  Preserva- 
tion Strategies,  Barry  Kaye  reveals  a  proven,  no-risk 
concept-based  on  current  assumptions — he  calls  The 
Wealth  Transfer  SystemSM.  Using  this  concept,  you  can 
legally  reduce  your  estate  tax  costs  by  up  to  90%  and  pass 
on  nearly  two  times  more  money  to  your  heirs  —  income 
and  estate  tax  FREE! 

#  Failing  to  leverage  your  IRA,  Keogh  or 
>m*    pension  to  protect  your  estate. 

In  your  FREE  Special  Report,  12  Wealth  Preservation 
Strategies,  you'll  discover  proven  strategies  Barry 
Kaye  uses  to  help  his  clients  multiply  their  retirement 
accounts  and  legally  transfer  10-20  times  more  money 
to  their  heirs. 

#  O    Believing  your  municipal  bonds  are 
9W    completely  tax  free.  (They're  not). 

In  your  FREE  Special  Report,  12  Wealth  Preservation 
Strategies,  Barry  Kaye  explains  exciting  new  municipal 
bond  alternatives  that  can  effectively  guarantee  thatyour 
muni  bond  money  will  become  income  AND  ESTATE 
TAX  FREE. 

#  Thinking  liquidity  will  protect  you  from 
ml    the  devastation  of  estate  taxes. 

In  your  FREE  Special  Report,  12  Wealth  Preservation 
Strategies,  Barry  Kaye  will  explain  why  liquidity  will 
give  you  a  false  sense  of  security.  He'll  show  you  how  to 
turn  your  liquidity  into  protection  for  your  family  and 
multiplied  wealth  for  your  heirs. 


What's  more,  you'll  discover  how  to  avoid  other 
mistakes  like  giving  your  favorite  charity  only  a  fraction 
of  what  you  could  give  them  and  solely  depending  on  a 
"general"  insurance  agent,  CPA,  attorney  or  financial 
planner  for  estate  planning.  Now,  you  can  discover  the 
same  strategies  used  by  some  of  America's  wealthiest 
families  in  a  FREE  Special  Report  by  Barry  Kaye,  12 
Wealth  Preservation  Strategies. 

To  receive  your  FREE  Special  Report . . . 


Call  Toll  Free  1-800-662-5433 

Monday-Friday,  8:30-5:30  PST 

•  For  your  FREE,  No-Obligation  copy  of  the 
Special  Report:  12  Wealth  Preservation 
Strategies  By  Barry  Kaye 

•  For  a  FREE,  No-Obligation,  confidential 
proposal  on  saving  a  fortune  in  estate  taxes 
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Wealth 

Preservation 

Strategies 


I  Kau 


Available  in  fine 
bookstores  everywhere 

"Much  useful  advice  from  a  man  who 
has  so  much  useful  advice  to  give." 
—  Malcolm  S.  Forbes,  Jr. 
President  &  Editor-in-Chief, 
Forbes  Magazine 


Wealth  Creation  Centers'"1 

America'j,  Foremost  Estnle  Tnx  Cost  Discount  Specialists 

Barry  Kaye  Associates 


Call,  fax  or  write: 
1901  Avenue  of  the  Stars,  Suite  500 
Los  Angeles,  California  90067 
1-800-662-5433  •  310-277-9400  •  FAX:  310-282-0775 

©1992  Wealth  Creation  Centers 

*  Discounted  tax  costs  based  on  current  assumptions,  other  requirements 
and  a  last-to-die  life  insurance  policy  or  an  individual  policy. 


CAVEAT:  This  is  only  effective  if  you  are  over  age  60,  worth  over  $3  million,  have  excess  funds,  and  can  qualify . 


Pictured  below  is  a  car  for  people  who  appreciat 


Pictured  above  is  a  car  for  peopl 


Above,  you'll  find  a  photograph  of 


two  car  interiors. 


The  first  is  apparent  upon  inspec- 


tion. Buttery-soft  leather;  program- 


mable seat,  headrest,  mirror,  and 


steering  wheel  adjustments;  in- 


dividual front  passenger  climate 


controls;  and  a  250-watt,  11-speaker, 


7-amplifier  Bose*  Beta  sound  system. 


But  in  the  split  second  of  a 


collision,  this  luxurious  interior      padded  knee  bolsters  desi 


safety  system  in  production  t 


Elegant  sculpted  curves  be- 


soft  deformable  surfaces, 


transforms  into  something 


altogether  different:  arguably 


to  crush  on  im 
Hand-finished  t 


the  most  advanced  automotive  I  wood  trim  reveals  itself  to| 


©  1993  Mercedes-Benz  of  North  America,  Inc.,  Monlvale,  N.J.,  Member  of  the  Daimler-Benz  Group. 


e  finer  things  in  life. 


10  appreciate  life. 


il  laminate,  reinforced  with 


trips  of  aluminum  designed 


vent  splintering  in  key  areas. 


ind  the  sleek  dashboard  is 


histicated  dual  threshold 


lint  system.  Depending  on 


nstances  of  impact,  a  sen- 


sor decides  whether  to  activate 


Emergency  Tensioning  Retractors, 


deploy  air  bags,  or  both. 


Plush  carpeting  hides  thick  foam, 


fitted  into  the  front  footwells  to  pro- 


tect feet  and  lower  legs  from  shock. 


The  leather-clad  steering 


wheel  caps  a 


unique  steering 


column  that  collapses  and 


absorbs  energy  in  the  event  of  a 


severe  frontal  collision. 


And  soft  leather  seats  become 


rigid  steel  structures.  Steel  frames 


and  a  reinforced  floor  are  designed 


to  withstand  a  30  mph 


car-to-car  rear  impact. 


So  if  the  question 


j  i  ■  \  ■ 


m. 


remains:  Is  Mercedes-Benz  design- 


ed to  be  a  luxury  car?  Or  a  safe  car? 


The  answer  is  yes. 


For  more  information  about 


Mercedes-Benz,  call  1-800-926-8049. 


Mercedes-Benz 
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"We  want  to  get  our  clients'  money  as 
far  away  from  Bill  and  Hillary  as  we  can. 
The  President  is  a  negative  for  the  U.S." 
mourn  102 


Once  upon  a  time, 
you  called  Adair 
or  let  your  investment 
go  up  in  black  smoke. 
Now  he  has 
competition. 


Soft-spoken,  but  sea- 
soned and  doing  deals  with 
the  Baby  Bells. 

wmma  40 


ON  THE  COVER 
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Bearish  On  America 

By  Robert  Lenzner 

Invest  a  good  part  of  your  money  in 
countries  like  India,  China,  Brazil, 
says  Barton  Biggs,  or  settle  for  a  lousy 
return  on  your  investments. 


THE  INTERNATIONAL  S00 


The  Forbes  Foreign  Rankings  126 
The  500  Largest 

Foreign  Companies  132 
50  Recommended  Japanese 
Stocks  170 
The  100  Largest  Foreign 
Investments  in  the  U.S.  174 
The  100  Largest  U.S. 
Multinationals  182 
100  U.S.-Traded  Foreign 
Stocks  188 
(Index  to  Foreign  500  on  p.  164) 


MANAGEMENT/ CORPORATE  STRATEGIES 


40 


MCI 

By  Fleming  Meeks 

Fighting  back  against  AT&T's  deal 
with  McCaw  Cellular. 

BCCI  42 

By  James  R.  Norman 

This  Saudi  banker  claims  he  was  an 
innocent  dupe.  Maybe  not. 

Beta  Well  Service  46 

By  Dana  Wechsler  Linden  with  Paul  Klebnikov 
When  a  company's  numbers  seem  too 
good  to  be  true,  perhaps  they  are. 

Red  Adair  Co.  58 

By  Randall  Lane 

Facing  hard-to-handle  competition. 


Starting  Tour  Own  Business: 
Jogging  I"  A  Jug  70 

By  Warren  Midgett 

Crippled  with  arthritis,  facing  foreclo- 
sure, saved  by  grandma's  remedy. 

Worthington  Industries  78 

By  Howard  Rudnitsky 

Superbly  managed  with  a  unique  ap- 
proach to  labor  relations. 


Up  &  Comers: 
Marcus  Corp. 

By  Christopher  Palmen 

Just  try  to  be  the  best. 


84 


Up  &  Comers: 

ADC  Telecommunications  85 

By  Gary  Slutsker 

In  the  right  place  at  the  right  time,  by 
fending  off  takeover  artists. 

Younkers  88 

By  Suzanne  Oliver 

Forget  Milan,  it's  what  is  selling  in 
Des  Moines  that  counts. 


Olsten 

By  Richard  Phalon 
Making  a  smart  buy? 


101 


Thomson  Consumer  Electronics 

By  Paul  Klebnikov 

Tough  luck  for  French  taxpayers. 


65 


72 


Standard  Chartered  Bank 

By  Richard  C.  Morais 

A  cheap  bank  stock  with  valuable 
assets  but  a  poor  record. 


MONEY  &  INVESTING 


45 


Another  Option 

By  William  Stern 

Peres  as  a  way  to  buy  into  companies 
like  Citicorp  and  Tenneco. 


92 


Taxing  Matters: 
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If  you're  male 
and  over  40, 
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Here's  why. 
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If  you  just  knew  when  opportunity 
was  going  to  knock,  you  could  pre- 
pare for  it.  Put  out  a  memo.  Clean  up 
the  conference  room.  Order  some 
bagels.  But  these  days  opportunity 
rings,  buzzes,  beeps,  connects, 
transmits,  relays,  computes  and  moves 
at  the  speed  of  light.  Occasionally  it 
might  even  show  up  in  person.  You 
have  to  be  the  first  to  spot  it. 

At  Sprint,  we  know  what  that's 


all  about.  After  all,  we  haven't  missed 
a  beat  since  open  season  was  declared 
on  the  communications  industry 
back  in  1982.  And  today  we're  the  only 
communications  company  to  offer 
local,  global  and  cellular  capability. 
With  advanced  high-speed  data  trans- 
mission. Global  videoconferencing. 
And  of  course,  our  trademark  voice 
clarity  to  over  290  countries  and  A 


locations  around  the  world. 

But  it's  more  than  that.  It's  mov- 
ing smarter  and  faster  Anticipating 
needs.  Delivering  new  technologies 
before  anyone  else.  Because  all  you 
really  get  is  a  life-long  series  of  right 
nows  and  one-time-only  chances.  The 
trick  is  to  be  therefor  them. 

With  Sprint,  you  don't  have  to 
wait.  1-800-PIN -DROP 


Be  there  now.        =  Sprint 


I99i  Sprint  Communications  Company  L  P 
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Harriott 

HOTEIS-  RESORTS  -SUITES 

4-Night  Stay 
GM  Partner  Bonus  $74.00 


Mobil 

15  Gallons  Mobil  Super 
GM  Partner  Bonus  $1.75 


GM  Bonus  $3.25 


GM  Bonus  $18.70 


GM  Bonus  $6.95 


GM  Bonus  $17.50 


ML 


GM  Bonus  $18.65 


GM  Bonus  $1.00 


GM  Bonus  $210.00 


GM  Bonus  $38.99 


GM  Bonus  $2.75 


MCI 

5  Long  Distance  Calls 
GM  Partner  Bonus  $1.27 


UP  TO 


%000 

A  YEAR 

toward  a  new  GM 
car  or  truck.  Plus  all  the  advantages 
of  a  Gold  MasterCard." 


GM  Bonus  $2.30 


GM  Bonus  $10.25 


GM  Bonus  $47.25 


GM  Bonus  $2.20 


Travel 

Services" 


Northwest  Round  Trip  Ticket, 
Chicago  to  San  Francisco 
GM  Partner  Bonus  $59.50 

through  GM  Travel  Services 


Dinner  for  Two 
GM  Bonus  $9.00 


GM  Bonus  $8.75 


GM  Bonus  $3.75 


Caribbean  Cruise  for  Two 
GM  Partner  Bonus  $533.80 

with  GM  Travel  Services 


Continental 


Round-Trip  Ticket, 
Newark  to  Dallas 
GM  Partner  Bonus  $50.30 


GM  Bonus  $22.50 


1%y 


GM  Bonus  $4.45 


GM  Bonus  $65.50 


SM 


Don't  Spend  More,  Spend  Smarter! 
Introducing  The  New  GM  Gold  Card! 


The  new  GM  Gold  MasterCard  is  here,  and  it's 
the  only  credit  card  in  the  world  that  lets 
you  earn  up  to  $1,000  a  year 
toward  your  choice  of  over  100 
new  GM  cars  and  trucks. 

Simply  use  the  GM  Gold  CardSM  to  buy 
items  as  you  normally  would.  A  5%  GM 
Bonus  -  up  to  $1,000  a  year  -  goes  into  your 
GM  Bonus  Account.  Plus,  you  get  an  addi- 
tional 5%  on  GM  Card  Partner  purchases  (even 


after  you've  reached  $1,000).  When  it's  time  to 
buy  or  lease  a  new  GM  vehicle,  you  take  any 
rebates  or  incentives  that  apply,  then  use 
your  GM  Bonus  Account  to  save  hun- 
dreds, even  thousands  of  dollars  more! 

You  even  earn  a  5%  bonus  on  balance  transfers* 
...5%  on  things  you've  already  bought!  All  this 
and  all  the  advantages  of  a  Gold  MasterCard.  So 
don't  spend  more,  spend  smarter.. .with  the  new 

GM  Gold  Card. 


The  GM  Gold  Card.  To  Apply,  Call  1-800-846-2273. 


Offer  is  redeemable  as  discount  on  purchase  or  lease  of  a  new  GM  car  or  truck.  Up  to  11,000 
annually,  or  maximum  of  $7,000  over  7  years.  May  be  combined  with  other  offers.  Subject 
to  GM  Gold  Card  Rebate  Program  Rules.  Mobil  Partner  Bonus  not  available  in  New  Jersey. 
GM  Travel  Services  provided  Dy  Carlson  Travel  Group,  Inc.  There  is  no  transaction  fee  for 
Transfer  Checks;  normal  finance  charges  apply  from  the  date  of  posting.  ©1993  General 
Motors  Corporation. 


Spalding  and  Top  Flight  are  registered  trademarks  of  Spalding  and  Evenflo  Companies,  Inc 
Eager  Beaver"1  McCulloch  is  a  registered  trademark  Hamilton?  Viking  is  the  registered 
trademark  of  Viking  Range  Corporation.  Black  &  Decker*  IBM  is  a  registered  trademark,  and 
Valuepoint  is  a  trademark  of  the  International  Business  Machines  Corporate  n  VVebei ' 
Genesis*  5000  Series  Gas  Barbecue  Evan-Picone  is  a  registered  tradem;m  !(<  >sc  '  is  a  registered 
trademark  of  Bose  Corporation  Baden  is  a  registered  trademark  of  Baden  Sports,  Inc. 
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New  frontiers 

1 1  GIVES  us  NO  plkasiirp;  to  emblazon  on  the  cover  "Bearish  on 
America'1''  in  an  issue  devoted  to  international  business.  But  trends 
are  trends.  When  an  individual  as  perceptive  as  Barton  Biggs, 
representing  a  firm  as  influential  as  Morgan  Stanley,  shifts  massive 
assets  from  U.S.  equities  to  foreign  equities,  and  when  he  spells  out 
convincing  reasons  for  doing  so,  that's  something  our  readers  need 
to  know.  Biggs  advises  his  clients  to  move  money  out  of  the  U.S.  and 
into  foreign  stocks  for  three  basic  reasons:  He  doesn't  like  what  he 
has  seen  of  the  Clinton  Administration;  the  U.S.  market  is  vulnerable 
after  quadrupling  in  little  more  than  a  decade;  and  he  sees  lots  of 
good  buys  in  overseas  stocks.  Interviewed  by  Robert  Lenzner,  Biggs 
names  his  favorite  spots  for  investing  abroad.  Story  starts  on  page 
102.  On  page  105,  we  add  a  handy  listing  of  U.S.  funds  that  invest 
abroad.  Starting  on  page  126,  we  present  the  annual  Forbes 
International  500,  our  detailed  compilation  of  the  largest  publicly 
traded  businesses. 


Fed  up 


I  cant  remember  a  cover  story  that  has  evoked  a  greater  response  or 
a  more  positive  one  (at  latest  count,  70%  favorable)  than  our  June  7 
piece  on  the  so-called  National  Education  Association  ("The  Na- 
tional Extortion  Association?").  We've  excerpted  a  few  of  the  letters, 
pro  and  con,  on  pages  106  and  108. 

Many  people  spent  time  and  money  to  telephone  us  long  distance. 
Peter  Brimelow,  coauthor  with  Leslie  Spencer, 
fielded  many  of  the  calls.  He  reports:  "The 
phone  calls  were  mostly  laudatory  and  they 
came  from  teachers,  parents — generally  moth- 
ers— and  individuals  involved  in  local  school 
board  elections  and  voucher  initiatives.  They 
wanted  to  tell  us  about  NEA  atrocities — one 
man  said  he'd  had  a  dead  dog  thrown  on  his 
lawn  ( 'cut  in  pieces — several  pieces,  as  a  matter 
of  fact')  because  he  openly  opposed  NEA  poli- 
cies. But  many  of  the  callers  just  wanted  to  talk, 
wanted  to  share  their  own  anguish  and  anger  at  what  this  monolithic 
trade  union  has  been  doing  to  the  children  and  the  schools.  A  couple 
of  readers  were  indignant  about  editorials  in  their  local  newspapers 
attacking  our  article  (these  NEA  organizers  are  tough  cookies,  and 
they  know  how  to  twist  arms  and  stifle  dissent)." 

But  whether  or  not  the  rest  of  the  media  picks  up  on  our  expose, 
it's  clear  that  a  powerful  grass-roots  anti-NEA  backlash  is  building. 
Make  no  mistake:  Educational  choice  is  coming. 

Secrets 

A  number  OF  companies,  domestic  and  foreign,  have  recently  sent 
people  to  Columbus,  Ohio  to  see  how  they  do  things  at  Worthing- 
ton  Industries.  It's  not  Worthington's  high  tech  that  interests  them 
but  its  high  productivity  and  customer  satisfaction.  Company 
founder  John  H.  McConnell  told' our  Howard  Rudnitsky  that  he 
doubts  the  visitors  will  learn  much.  Running  a  great  business,  he  says, 
isn't  a  matter  of  formula.  "It  takes  commitment,"  he  stresses,  "total, 
long-term  commitment."  See  page  78. 
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Faster  than  you  can  find  Fullerton, 
we  can  find  out  when  your  package  got  to  Fullerton. 


Cily:  FULLERTON 
;  Event:  ARRIVAL 
Time:  8:46  AM 


In  a  matter  of  seconds,  our  Computerized 

Tracking  and  Tracing  system  can 
tell  us  the  delivery  status  of 
your  Express  Mail®  package. 

That's  because  its  bar 
code  is  electronically  scanned  at 
different  points  along  its 
overnight  journey.  This  data  is 
then  transmitted  directly  to  our  central  computer. 

This  advanced  sys-  nilHUH 
tern  lets  us  update  you     '  H  B  3  b  5 
24  hours  a  day,  every  day.  All  you  have  to  do  is  call 


a  o  a  b  u 


our  Customer  Service  Center  at  1-800-222-1811. 

Use  the  same  number  to  arrange  pickup  or  ask 
any  questions  about  Express  Mail. 

Finally,  to  fully  ease  your 
mind,  consider  the 
extraordinary  value  of 
overnight  Express  Mail 
from  the  United  States 
Postal  Service.  From  just 
$9.95,  365  days  a  year, 
we  track,  we  trace, 
we  deliver  for  you. 


1993  U  S  Postal  Service 
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PERFORM  FO 


When  the  curtain  rises  and  the  spotlight  shines  on  a  municipal  bond  insurance  deal,  you'd  better  be  prepared 
do  what  it  takes  to  make  the  issue  a  success.  At  AM B AC,  that  includes  listening  harder.  Responding  faster.  Makk 
an  effort  to  understand  our  clients'  needs.  Being  right  there  with  the  answers  they  demand. 

It's  how  we  approach  every  transaction  with  which  we  get  involved.  And  it's  why  we're  able  to  structure  insurant 
that's  better  for  all  concerned.  Investment  bankers.  Issuers  and  their  advisors.  Not  to  mention  investors  themselv\ 


One  State  Street  Plaza,  New  York,  New  York  10004;  (2.1  Z)  668-0340 


\SBORN 

AGE  SET, 

HUM  FUNDED, 

\  BOND  INSURED, 

PEOPLE 

CNOW  HOW  TO 

[HE  CUSTOMER 

w  appreciate  the  financial  strength  and  stability  of  AM  B  AC.  Our  commitment  to 
mice  has  drawn  praise  from  the  toughest  critics  in  the  business  —  both  Moody  s  and 

\tP  have  granted  us  triple- A  ratings.  ,  I",  /  in  ,  <ver  10  years  .7  insuring  bonds  we  ve  §Bk  WUV^M  £KI 

weeded  in  building  one  of  the  most  secure,  diversified  portfolios  anywhere.  mUBmm  SJHMUP 

To  learn  more,  call  (212)  208-3400.  Well  send  you  our  new  video,  For  the  Life  of  the  Bond.  ^■mhhhhh 
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Not  wrong,  but  very  early 

Six  years  ago  FORBES  thought  Amer- 
ican President  Cos.  Ltd.  was  about  to 
reap  the  benefits  of  its  innovations  in 
intermodal  transportation  (May  18, 
1987).  In  the  late  1970s  the  Oakland- 
based  shipper  began  moving  cargo 
containers  by  water  and  onward  to 
inland  destinations  by  train.  Then,  in 
1984,  it  introduced  its  double-stack 
container  train,  which  cut  the  cost  of 
moving  goods  by  25%  or  more.  It 
invested  heavily  in  trucking,  too. 

In  praising  American  President, 
FORBES  wasn't  wrong,  but  we  were  a 
few  years  early.  In  the  late  1980s  the 
company  let  its  costs  get  out  of  con- 
trol. Result:  Its  stock  fell  to  1 0%  from 
the  mid-40s  when  our  story  ran. 

In  August  1990  the  company's 
board  named  John  Lillie,  the  former 
chairman  of  West  Coast  supermarket 
operator  Lucky  Stores,  as  American 
President's  president.  (He  became 
chief  executive  in  early  1992.)  Lillie 
cut  costs  and  focused  on  attracting 
customers  with  high-value-added 
cargo,  such  as  apparel.  The  financial 
picture  began  to  improve.  Excluding 


A  double-stack  container  train 

An  intermodal  dream  come  true, 


gains  related  to  Operation  Desert 
Storm,  James  Winchester  of  Lazard 
Freres  &  Co.  estimates  American 
President  will  earn  about  $103  mil- 
lion ($7.61  per  share),  pretax,  from 
operations  this  year,  up  from  $61 
million  in  1991.  Recent  price  of 
American  President's  stock,  56Vs. 

Lillie  says  his  supermarket  back- 
ground has  been  a  plus.  "I've  brought 
some  sense  of  customers'  needs,"  says 
he.  Through  a  sophisticated  comput- 
er and  telecommunications  system, 
customers  can  check  the  status  of 
their  cargo  via  telephone,  personal 
computer  and  telefax.  This  is  especial 


ly  important  in  retailing,  says  Lillie, 
"w  here  levels  of  distribution  are  be- 
ing collapsed  and  [companies]  are 
looking  at  how  they  get  product  more 
rapidly  to  the  store,  not  to  the  ware- 
house or  distribution  center." 


Bad  assumptions 

Fears  of  ever  skyrocketing  college 
tuition  costs  led  Pittsburgh's  Du- 
quesne  LTniversity  to  start  a  novel 
program  in  1985:  It  allowed  parents 
to  prepay  and  lock  in  tuition  for  col- 
lege years  beginning  in  1999  for  only 
$5,600.  Duquesne  invested  the  funds 
in  zero  coupon  Treasury  bonds  with 
maturities  matched  to  the  dates  the 
kids  would  be  enrolled.  Forbes  called 
the  innovation  an  idea  whose  time 
had  come  (Nov.  18,  1985). 

But  having  come,  the  idea  soon 
went.  Long-term  bond  vields 
plunged  while  tuition  costs  continued 
to  surge.  True,  Duquesne  made  nice 
capital  gains  on  its  bond  portfolio,  but 
the  plan  proved  financially  unsound 
and  was  canceled  in  1988.  ( Duquesne 
sold  a  total  of  639  contracts,  all  of 
which  it  will  honor  in  full.) 

That  same  year  Michigan  began 
selling  prepaid  tuition  contracts  for  its 
state  colleges  and  university.  But  in 
1991  it  stopped  selling  contracts.  Ex- 
plains Michael  Olivas,  a  professor  at 
the  University  of  Houston  Law  Cen- 
ter and  author  of  the  forthcoming 
book  Prepaid  Tuition  Plans:  Promise 
and  Problems:  "Michigan  so  steeply 
discounted  tuition  rates  that  even 
with  marvelous  investments  it  could 
not  have  made  its  way."  The  program 
has  55,000  contracts  outstanding  and 
$500  million  of  assets  invested  in 
preferred  stocks  and  corporate  bonds. 

Florida  has  the  largest  prepaid  tu- 
ition program:  192,000  contracts 
outstanding,  $505  million  in  assets. 
Although  state  university  tuition  has 
risen  faster  than  anticipated,  the  pro- 
gram has  benefited  as  falling  interest 
rates  have  yielded  big  capital  gains  on 
its  portfolio  of  long-term  U.S.  gov- 
ernment agency  zero  coupon  bonds. 

But  according  to  Peter  Roberts, 
chairman  of  College  Savings  Bank, 
which  competes  with  state -sponsored 
college  savings  programs,  using  long- 
term,  fixed-rate  assets  to  fund  a  vari- 
able-rate liability,  like  tuition  in- 
creases, is  a  recipe  for  disaster.  "A 
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With  AGST  SDN, 

your  calls 
can  take  the 
express. 

Not  the  local. 


SDN,  our  Long  Distance  Service  for  large 
companies,  gives  your  employees  a  direct 
800  number  to  people,  departments, 
information-anywhere  you  want  them  to  go* 

AW  SDN,  Software  Defined  Network,  is 
a  direct  route  to  productivity.  All  your  employees 
do  is  dial  your  800  number  and  they're  immedi- 
ately connected  to  any  location  on  your  SDN,  to 
give  them  the  information  they  need— right  away. 

The  bottom  line:  your  employees  get  the 
information  they  need  faster  and  more  conve- 


niently making  them  more  efficient  and  produc- 
tive. Which  adds  up  to  a  brighter  profit  picture  for 
your  company.  And  because  SDN  calls  are  billed 
at  competitive  rates,  you  save  even  more. 

If  your  business  spends  $30,000  or  more 
per  month  on  outbound  long  distance,  look  into 
SDN,  from  AT&T  It  will  keep  your  employees,  and 
your  expenses,  on  track.  For  more  information, 
call  your  AT&T  Account  Executive  or 
1800443-4SDN,Ext.826. 

AT&T.  The  Best  in  the  Business™ 
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"SDN  NRA  Express  Option  is  necessary  to  perform  these  functions 


Geographique. 
Around  the  world 

IN  24  HOURS.  . 


The  world  has 
never  seen  a 
watch  quite  like 
the  mechanical 
Geographique 
before:  fashioned 
in  18  k  cold.  it 
automatically 
shows  the  local 
time  and  date  as 
well  as  the  time 
in  every  other 
zone  around  the 
world.  a  master- 
piece of  such 
distinction, 
which  even  fea- 
tures a  maintain- 
ing power  display, 
could  only 
come  from  the 
craftsmen  of 
jaeger-lecoultre. 
the  watchmakfr 
with  160  years  of 
tradition. 


setting  new 
standards  in 
simplicity.  Turn 
the  left-hand 
crown  until  one 
of  the  24  cities 
is  at  the  top  and 


s  \  - 

12     '      ,  . 
'  '  i  0  ,  > 

THE  HANDS  ON  THE 
LOWER  TWO  DIALS 
WILL  AUTOMATICALLY 
SHOW  LOCAL  TIME 
IN  THAT  PARTICULAR 
TIME  ZONE. 


«Jaeger-leCoultre» 


FOR  MORE  INFORMATION  ABOUT  WATCHES  FROM  JAEGER-LECOULTRE.  OR  FOR  YOUR  FREE  COPY  OF 
OUR  COMPLETE  CATALOCUE.  CONTAINING  MORE  THAN  200  PAGES  WITH  DETAILED  INFORMATION 
ABOUT  JAEGER-LECOULTRE'S  HISTORY  AND  PRODUCTS.  CALL:  (800)  JLC-TlME. 

Cellini.  509  Madison  Avenue.  New  York.  NY  10022;  jewels  by  vicci.  26  moddle  Neck  Road. 
Great  Neck.  NY  11021:  Hardy  &  Hayes.  One  Oxford  Center.  Pittsburgh.  PA  15219;  Mayor's.  The 
Fall  Mall.  8888  Howard  Drive.  Miami.  FL  33176;  Morgan  &  Co.  1 131  Glendon  Avenue.  Los 
Angeles. CA  90024;  DeBoulle.  5550-A  Preston  Road.  Dallas.  TX  76205;  Shapur.  245  Post  Street. 
San  Francisco.  CA  94108;  Smart  Jewelers.  3350  West  Devon  Ave.  Lincolnwood.  1L  60659; 
Carroll's,  1427-4th  Ave.  Seattle.  WA  98101;  Jaeger-LeCoultre.  P.O.  Box  1608.  Winchester. 

VA  22604.  TELEPHONE  (800)  JLC-TlME. 


200-basis  point  increase  in  long-term 
interest  rates  will  wipe  out  all  of  then 
gains  and  then  some,"  he  says. 

What  if  Florida's  program  become! 
financially  unfeasible?  Contract  hold! 
ers  would  get  back  their  money  plus 
interest  equivalent  to  the  passbook] 
savings  rate,  currently  around  2.5%. 

Will  workers  fire  workers? 

In  1984  the  employees  of  West  Vir- 
ginia's Weirton  Steel  Corp.  purchased 
the  company  in  what  was  then  the 
largest  industrial  Employee  Stock) 
Ownership  Plan  ever.  Three  years  lat- 
er Weirton  was  basking  in  the  glow  oj 
success  as  its  new  employee/owners 
began  to  pay  themselves  some  of  the 
profits.  But  Forbes  noted  that  trou- 
ble was  brewing  over  management's 
ambitious  capital  improvement  plan, 

Weirton  Steel 
Chairman 
Herbert  Elish 
Can  he  survive 
a  fight  with 
rebellious 
employee/ 
owners? 


which  would  take  money  from  profit 
sharing  (Nov.  30,  1987). 

Profit-sharing  checks  stopped 
coming  in  1989,  the  year  Weirton! 
sold  23%  of  its  stock  to  the  public  at 
14V2  a  share.  Last  year  Weirton  lost) 
$32  million  ($1.40  a  share)  on  reve^ 
nues  of  $1 .07  billion.  Its  stock  recent- 
ly traded  at  8 Vs. 

Weirton  Chairman  Herbert  Elish 
attributes  Weirton's  woes  to  a  slow 
economy  and  disruptions  in  produc- 
tion caused  by  a  five-year,  $600  mil- 
lion capital  improvement  program, 
recently  completed.  To  help  gee 
Weirton  profitable,  Elish  is  backing  a 
plan  to  cut  the  work  force  by  25%. 

Will  the  employee/owners  allow 
that  to  happen?  The  Independent 
Steel  Workers  Union  might  attempt  to 
enlist  employee/owners  in  a  proxy 
battle  to  force  a  change  in  manage- 
ment. "We  are  obviously  not  in  favor 
of  work  force  cuts,"  glowers  Mark 
Glyptis,  union  president  and  a  Weirtoni 
board  member.   -Kate  Bohner  wm 

Forbes  ■  July  19,  1993| 


Now,  No  Sales  Loads 

On  7  Fidelity 
International  Funds 


In  today's  global  economy,  international  investing  can  play  a 
key  role  in  a  diversified  portfolio.  As  part  of  our  commitment 
to  helping  investors  meet  their  needs,  Fidelity  now  offers  the 
greatest  selection  of  no-load  international  mutual  funds.1 

The  Growth  Potential  of 
International  Investing 

International  markets  can  provide  investors 
with  strong  long-term  growth  opportunities. 

In  fact,  over  the  past  ten 
years,  many  overseas  mar- 
kets have  significantly  out- 
performed the  U.S.  Of 
course,  you  should 
be  aware  that  international 
investing  entails  greater 
risk  and  share  price 
volatility  as  well 
as  greater  potential 
rewards  when  compared 
to  U.S.  investments. 


How  World  Market  Returns  Compare 


HONG  KONG 
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SPAIN 
NETHERLANDS 
JAPAN 
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10  Year  Average 
Annual  Returns' 
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This  chart  does  not  represent  the 
performance  of  any  Fidelity  fund. 


Call  Fidelity 
Today 


Call  a  Fidelity  representative  today  for  more 
complete  information  about  any  of  our  no-load 
international  funds.  All  it  takes  is  $2,500.  Or 
ask  for  a  free  Fidelity  IRA  fact  kit,  including  a 
transfer  form,  and  start  your  IRA  with  just  $500.' 


Fidelity's  No-Load 
International  Funds 

^.  Fidelity  Worldwide  Fund 

>.  Fidelity  International 
Growth  &  Income  Fund 

These  broadly  diversified  international 
funds  invest  across  a  wide  range  of 
world  markets. 

^  Fidelity  Canada  Fund 
^.  Fidelity  Japan  Fund 

These  funds  seek  growth  opportunities 
in  a  specific  international  market. 


^  Fidelity  Emerging  Markets 
Fund 

t>  Fidelity  Southeast  Asia^g^ 


Fund 


^  Fidelity  Latin  America 
Fund 

These  funds  aggressively  target  devel- 
oping nations  believed  to  offer  unusual 
growth  potential. 


Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 


Fidelity  Investments 


Common  sense.  Uncommon  results. 

It 

'Each  fund's  3%  sales  charge  has  been  waived  through  May  31,  1994.  The  chart  above  presents  average  annual  total  returns  for  the  10-year  period  ended  March  31, 
1993,  for  all  international  markets  with  over  $100  billion  in  market  capitalization  (Morgan  Stanley  Capital  International).  Average  annual  total  returns,  as  measured 
in  U.S.  dollars,  include  change  in  share  price,  dividends  paid  and  the  net  effect  of  reinvesting  dividends.  The  results  are  historical  and  the  chart  is  not  intended  to  rep- 
resent the  future  performance  of  any  of  these  markets  or  any  Fidelity  fund.  Past  performance  is  no  guarantee  of  future  results.  The  funds  may  or  may  not  invest  in  the 
countries  represented  in  the  chart.  'For  more  complete  information,  including  charges,  expenses  and  any  redemption  fees,  call  for  a  free  prospectus.  Read  it  careful- 
ly before  you  invest  or  send  money.  Fidelity  Distributors  Corporation. 
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Roe  row 

In  June  the  Iranian  government 
agency  overseeing  that  country's  cavi- 
ar trade  hosted  a  conference  in  Tehe- 
ran. The  topic:  forming  a  caviar  cartel. 
High-ranking  officials  from  Iran, 
Azerbaijan,  Kazakhstan  and  Turk- 
menistan attended,  but  no  one  from 
Russia  showed  up. 

This  was  bad  news  for  Iran.  For  the 
past  few  years  the  Iranian  price  on 
beluga  caviar  has  held  steady  at  $600  a 
pound,  retail.  But  Russia  accounts  for 
about  40%  of  the  world's  caviar  sup- 
ply; desperate  for  hard  currency,  the 
Russians  have  been  overproducing 
caviar  and  have  cut  the  price  of  their 
beluga  to  around  $400  a  pound,  re- 
tail. Small  wonder  Iran  wants  a  cartel. 

There  is,  however,  a  limit  to  how 
long  the  Russians  can  overfish  the 
Caspian  Sea,  spawning  ground  for 
90%  of  the  world's  caviar-producing 
sturgeon.  Says  Gerald  Stein,  president 
of  Rockville,  Md. -based  Caviar  & 
Caviar  Ltd.,  one  of  the  largest  U.S. 
importers:  "Russia  will  have  to  cut 
production  or  risk  jeopardizing  its 
industry." 

But  near  term,  Stein  thinks  Iran  and 
the  others  will  be  under  increasing 
pressure  to  cut  prices.  So  hold  off  on 
stocking  up.  Caviar  prices  may  go 
lower  still. 

-Nancy  Rotenier 


Palm  Beach's 
Casa  Apava 
Will  Citibank 
succeed  where 
Bud  Hansen 
failed? 


Setsuya  (Big) 
Tabuchi 

Still  making  big 
decisions 
at  Nomura 
Securities? 


Loan  works  out 

From  1989  to  1991  Citibank  lent 
Philadelphia-area-based  developer 
Elmer  (Bud)  Hansen  Jr.  $16  million 
so  that  he  could  refinance  Casa  Apava, 
a  Palm  Beach  estate  he  paid  $12 
million  for  in  1987.  Hansen  planned 
to  subdivide  the  oceanfront  property, 
but  prices  soon  collapsed  and  the  loan 
went  into  default. 

Last  year  Hansen,  now  56,  finally 
sold  two  lots,  for  a  total  of  around  $5 
million,  but  had  to  give  most  of  that 
money  to  Citibank  to  stave  off  fore- 
closure. Even  so,  in  May  the  bank 
foreclosed  on  what  remained  of  Casa 
Apava,  and  it  was  sold  at  auction  for 
just  $1  million  to  Palm  Beach  Estates 
Corp.,  a  Citibank  real  estate  affiliate. 

Looks  as  if  the  bank  is  going  to 
come  out  beautifully  on  the  Casa 
Apava  loan.  Palm  Beach  Estates  is 
close  to  selling  one  of  Casa  Apava's 
oceanfront  lots  for  $4  million.  The 
estate's  mansion  is  on  the  market  for 
$12.5  million,  as  are  three  more  lots 
for  another  $6  million,  all  told. 

With  Citibank  poised  to  reap  the 
profits  that  eluded  him,  what  does 
Hansen  say?  "It's  unfortunate  that  it 
came  to  that,"  he  replies  philosophi- 
cally. -Sharon  Moshavi 

Big  Tabuchi  coming  back? 

According  to  the  buzz  from  Tokyo, 
Setsuya  (Big)  Tabuchi,  69,  the  dis- 
graced former  chairman  of  Tokyo- 
based  Nomura  Securities,  is  being 
rehabilitated.  Tabuchi  resigned  as 
boss  of  the  world's  largest  securities 
firm  in  1991,  when  Nomura  was  ac- 
cused of  stock  manipulation,  client 
kickbacks  and  ties  to  organized  crime. 
Under  Yukio  Aida,  Tabuchi's  suc- 


cessor, the  firm's  profits  have  fallen 
below  those  of  archrival  Nikko  Secu- 
rities. By  comparison,  the  fat  profits  of 
Tabuchi's  times  look  good.  Aida  is 
scheduled  to  retire  by  early  1994. 

Big  Tabuchi — his  handle  distin- 
guishes him  from  Yoshihisa  Tabuchi 
(unrelated),  Nomura's  former  presi- 
dent— never  really  severed  his  ties  to 
Nomura.  He's  been  doing  penance  as 
a  senior  adviser  to  the  firm  and  still  has 
an  office  there.  A  company  spokes- 
man insists  Tabuchi  has  no  real  au- 
thority but  merely  advises  various 
committees  at  Nomura.  That's  not 
what  the  gossips  are  saying.  They 
report  that  Tabuchi  remains  intimate- 
ly involved  in  all  major  decisions  at 
Nomura.  -Neil  Weinberg 


Sumitomo's  spa 

Who  says  Japanese  ownership  of 
flashy  American  resort  real  estate  is  a 
thing  of  the  past?  Japan's  Sumitomo 
Trust  &  Banking  Co.  may  soon  be 
taking  title  to  the  $75  million  Doral ! 
Telluride  Resort  &  Spa  in  the  trendy 
Colorado  ski  town  of  Telluride. 
Not  that  Sumitomo  wants  die 
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property.  In  1990  the  bank  financed 
the  spa's  construction.  But  in  April  of 
this  year  Sumitomo  filed  to  foreclose 
when  the  partnership  that  owns  the 
Doral  Telluride — including  the  Kas- 
kel  family,  former  members  of  the 
Forbes  Four  Hundred — tailed  to  re- 
pay a  $69  million  loan.  Originally  a 
condo/hotel/time-share  develop- 
ment, the  Doral  Telluride  now  oper- 
ates solely  as  a  resort  hotel. 

Sumitomo  bought  an  option  to 
purchase  the  Doral  Telluride  at  public 
auction  on  June  16  for  $29  million. 
The  partnership  has  until  the  end  of 
August  to  match  that  bid.  But  whoev- 
er ends  up  with  the  property,  Sumi- 
tomo has  had  to  bite  a  $40  million 
bullet  on  this  deal.  -Toddi  Gutner 

Auditing  the  audits 

Paying  duplicate  bills  could  be 
costing  U.S.  companies  $3.5  billion  a 
year  or  more,  reckons  Robert  Fields. 
He's  created  a  business,  Burlingame, 
Calif. -based  Fields  &  Associates,  out 
of  correcting  their  carelessness. 

Another  Fields  specialty  is  review- 
ing the  sales  tax  audits  that  states 
impose  on  companies.  Fields  says  that 
if  the  sales  tax  demanded  seems  not 
too  excessive  (maybe  up  to  $150,000 
for  a  company  with  sales  of,  say,  $500 
million  to  $1  billion),  companies  of- 
ten decide  it's  not  worth  challenging 
the  audit.  Trouble  is,  these  assess- 
ments are  often  more  than  they 
should  be.  Since  companies  can  face 
as  many  as  20  sales  tax  audits  by 
different  states  over  the  course  of  a 
^ear,  they  may  end  up  throwing  away 
trillions,  without  a  peep. 

Fields'  clients  include  the  likes  of 
Intel,  Illinois  Power  and  Kaiser  Per- 
nanente,  California's  largest  HMO. 
He  won't  say  who  was  involved  (to 
lave  them  embarrassment),  but  he 
recently  shaved  a  state  sales  tax  assess- 
ment on  an  electronics  manufacturer 
[from  $15  million  to  $3.5  million,  and 
on  a  health  care  company  from  $2.2 
nillion  to  $265,000.  Fields  netted 
some  $2  million  in  fees  from  this 
business  last  year.  Embarrassment 
rays — for  some.  H 


IF  YOU  IrflNK  LIFE'S 

A  Bed  Of  Roses, 
You  Know  you're  At 
A  Helmsley  hotel 


"We  Didn't  Invent  Service,  We  Perfected  It." 

800  221-4982 

Or  call  your  travel  professional. 

36  Central  Park  South,  New  York,  NY  10019  212-371-4000 

A  member  of 

Helmsley  Hotels  in  New  York:  The  New  York  Helmsley,  The  Helmsley  Middletowne, 
The  Helmsley  Windsor,  The  Helmsley  Carlton  House. 
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NEA  report  card 

Sir:  Your  investigative  piece,  "The 

National    Extortion  Association?" 

(June  7),  on  the  National  Education 

Association  was  well  done  and  long 

overdue. 

-Peter  Gibbon 

Headmaster 

Hackley  School 

Tarrvtown,  N.Y. 

For  more  readers'  responses  to  this 
article,  see  page  106. 


Kravis'  karma 


Sir:  What  in  the  world  did  Henry 
Kravis  do  to  Forbes  that  you  would 
print  such  a  hideous  photograph  of 
him  on  your  cover  (May  10)>  Then 
again,  for  all  I  know,  he  may  employ 
Linda  Robinson  as  his  public  relations 
counsel. 

-Oscar  Arslanian 
Hollywood,  Calif. 

Don't  disparage 

Sir:  Yes,  some  people  do  not  need 
disability  income  insurance  ("Over- 
loaded," June  21).  The  fortunate  few 
that  could  live  comfortably,  indefi- 
nitely, without  an  earned  income, 
clearly  do  not.  For  the  rest  of  us,  such 
a  loss  could  be  catastrophic  and  there- 
fore we  must  be  insured. 
-J.  Daniel  Rivers 
Columbia,  S. C. 

Sir:  You  disparage  disability  insur- 
ance. You  suggest  you  don't  need  it  if 
you  have  a  spouse  with  a  good  career. 
There's  a  phenomenon  known  as  di- 
vorce that  dissolves  50%  of  marriages 


in  the  U.S. 

Your  claim  that  percentage-wisq 
you  get  back  only  55  cents  on  thd 
dollar  can  be  modified  by  buying  ar 
income -tax -free  return-of-premiun 
rider.  If  you  don't  file  a  claim,  you'r« 
guaranteed  to  receive  80%  of  you) 
premium  in  ten  years.  As  for  having 
money  in  the  bank  as  the  best  insur 
ance  policy?  With  3%  interest,  a  31°/i 
tax  bracket,  and  4%  inflation,  thai 
sounds  like  a  losing  proposition. 
-Dennis  G.  Kuby 
Berkeley,  Calif. 

Lemonade  accounts 

Sir:  Walter  B.  Wriston's  comparisor 
of  the  bookkeeping  sophistication  o: 
a  child's  lemonade  stand  with  the 
accounting  standards  of  the  federa 
government  insults  both  the  intelli- 
gence and  integrity  of  our  youngest 
entrepreneurs  ("Off  by  a  factor  ol 
four,"  June  21).  As  Mr.  Wriston  cor- 
rectly noted,  "no  private  business 
could  be  run  on  such  rudimentary 
accounting"  as  that  employed  by  the 
federal  government — not  even  a  lem- 
onade stand. 
-Robert  E.  Broadeoot 
Richardson,  Tex. 

One  for  Lou! 

Sir:  Herbert  Hoover  alone  did  nol 
translate  Georgius  Agricola's  "De  Re 
Metallica"  (Fact  &  Comment,  Junt 
21).  It  was  a  collaborative  work.  1 
believe  that  credit  should  be  given  tc 
his  wife,  Latin  scholar  Lou  H.  Hoo- 
ver. Herbert  Hoover's  major  contri- 
bution was  the  analysis  of  the  me- 
chanical devices  that  Agricola  has  pro- 
jected in  his  book. 
-Dante  Gnudi 
Los  Angeles,  Calif. 

Bombs  away 

Sir:  Do  you  honestly  believe  Reagan 
had  it  right  and  that  Bill  Clinton's 
policies,  which  may  "emasculate"  the 
military  (Fact  &  Comment,  June  21). 
are  off  base?  The  Brookings  Institu- 
tion has  estimated  that  as  much  as 
50%  of  the  1994  Pentagon  budget  is 
devoted  to  defending  against  the  for- 
mer Soviet  Union. 
-Rick  Kenney 
San  Diego,  Calif. 
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The  Hotel  Okura  is  the  first  choice 
of  executive  travellers  from  all 
over  the  world.  Why?  We 
invite  you  to  come  see 
and  understand. 

Contact  your  travel  agent 

or  our  hotel  representatives: 

THE  LEADING  HOTELS  OF  THE  WORLD 

PREFERRED  HOTELS  &  RESORTS 
WORLDWIDE 

DISTINGUISHED  HOTELS 

TETLEY/MOYER  &  ASSOCIATES 

UTELL  INTERNATIONAL 

HOTEL  OKURA,  TOKYO,  JAPAN 
2-10-4  Toranomon,  Minato-  ku, 
Tokyo  105,  Japan 
Tel:  03-3582-0111  Fax:  03-3582-3707 
Telex:  J22790 

HOTEL  OKURA  OFFICES 

WORLDWIDE 
New  York  Tel:  212-755-0733 
Los  Angeles  Tel:  213-488-1477 
Amsterdam  Tel:  020-6761160 
Hong  Kong  Tel:  895-1717 


Mack  the  Survivor 

Sir:  Mack  McLarty  inherited  a  com- 
pany with  latent  take-or-pay  liabil- 
ities, which  later  surfaced  with  pipe- 
line deregulation,  whose  value  ex- 
ceeded Arkla's  total  net  worth  at  the 
time  ("Mack  the  Incompetent,"  June 
21).  Surviving  under  these  conditions 
was  an  achievement  in  itself. 
-T.  Milton  Honea 
Chairman  of  the  Board 

&  Chief  Executive  Officer 
Arkla,  Inc. 
Shreveport,  La. 

Sir:  Where  was  the  board  of  directors 
during  McLarty's  tenure  at  Arkla? 
-A.M.  Gordon 
Louisville,  Ky. 

Do  your  math 

Sir:  "Why  13.0435%?,"  you  ask 
"Moonlighter's  delight,"  June  21). 
Didn't  they  tell  you  this  percentage  is 
Dased  upon  15%  (a  nice,  round 
lumber)    of   your    income,  not 


punting  the  money  you  put  in  the 
bEP?  So,  as  a  percentage  of  your  net 
laxable  income,  the  maximum  SEP 
Reduction  becomes  15/(  100+15),  or 
3.0435%! 
-David  Rolfe 
Pasadena,  Calif 

Alternative  medicine 

jilR:  The  alternative  of  a  combination 
treatment  of  Lupron  and  flutamide  to 
J  blood  test  for  prostate-specific  anti- 
Len  was  not  mentioned  in  your  article 
!>n  prostate  cancer  ("The  big 
jhoice,"  July  5).  Many  people,  in- 
cluding myself,  have  had  good  success 
j/ith  this  noninvasive  treatment. 
W.  James  Price 
Baltimore,  Md. 
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If  The  towels  Are  Oversized, 
Extra  Soft  &  Fluffy,  It  Must  be 
A  Helmsley  Hotel 


"We  Didn't  Invent  Service,  We  Perfected  It." 
THE  NEW  YORK 


HOTEL 

800  221-4982 

Or  call  your  travel  professional. 

212  East  4 2nd  Street,  New  york\  NY  10017  212-490-8900 

Helmsley  Hotels  in  New  York:  The  Helmsley  Park  Lane,  The  Helmsley  Middletowne, 
The  Helmsley  Windsor,  The  Helmsley  Carlton  House. 


Vanguard  International  Equity  Index  Fund 

VANGUARD  CHARTS  AN  INDEX  STRATEGY 
TO  EUROPE  AND  THE  PACIHC 


Through  the  European  and 
Pacific  Portfolios  of  Vanguard 
International  Equity  Index  Fund, 
investors  can  track  the  perfor- 
mance of  the  Morgan  Stanley 
Capital  International  Europe 
(Free)  and  Pacific  Indexes. 

This  strategy  offers  investors 
the  advantage  of  diversifying 
their  investments  beyond  U.S. 
markets,  and  the  opportunity  for 
low-cost  international  investing 
(the  1992  expense  ratio  for  each 
pure  no-load  Portfolio  was  0.32%, 
compared  to  an  average  expense 
ratio  of  1.68%  for  international 
equity  funds*). 

*Lipper  Analytical  Services,  Inc. 
Portfolios  are  neither  sponsored  by  nor 
affiliated  with  Morgan  Stanley  Capital 
International. 


If  you  are  among  the  inves- 
tors who  feel  that  exposure  to  the 
equity  markets  of  Europe,  the 
Pacific  Basin  or  both  has  a  place 
in  a  balanced,  long-term  invest- 
ment program,  you  may  wish  to 
consider  Vanguard  International 
Equity  Index  Fund. 

Minimum  initial  investment,  $3,000 
per  Portfolio;  $500  for  IRAs. 

Call  1-800-523-0992 
For  A  Free 
Information  Kit. 

The  Kit  contains  a  prospectus  with  more 
complete  information  on  transaction  fees, 
distribution  charges  and  other  expenses. 
Please  read  it  carefully  before  investing  or 
sending  money. 

Vanguard  Marketing  Corp.,  Distributor 


THryanquardGROUP 

+JOf  INVESTMENT  COMPANIES  - 


Dairy    farmer    Louise  Ihlenfeld 

Huaaamm mm mm m mm mm ^ mm mm bwm »^ 

values  NUCLEAR  ENERGY 
as  a  way  to  keep  the  air 


clean. 


(And    the    milk  fresh.] 


The  nuclear  power  plant  .1 
mile  up  the  road  has  been 
generating  electricity  for  19 
years.  The  Ihlenfeldt  family 
has  been  working  their 
Wisconsin  farm  for  125. 

Nowadays,  modern 
electrical  equipment  keeps 
the  cows  milked  and  the 


milk  cold.  And  the  nuclear 
plant  keeps  creating  elcc 
tricity  without  creating  air 
pollution.  "We've  never  had 
.1  problem  with  the  plant," 
Louise  says.  "It's  a  clean, 
safe  power  source." 

There  are  over  100 
nu<  lear  plants  in  the  I  F.S. 


Because  they  don't  burn 
anything  to  make  electricity, 
they  help  protect  our  envi- 
ronment and  preserve  our 
natural  resources  for  future 
generations.  All  while  pro- 
viding enough  electricity  for 
65  million  homes.  No  single 
source  is  the  whole  answer 


to  America's  energy  needs. 
But,  as  Louise  Ihlenfeldt 
will  tell  you,  nuclear  energy] 
is  part  of  the  answer. 

R  >r  a  free  N  x  >klet.  w  rite 
to  the  U.S.  Council  for  I'nergy 
Awareness,  HO.  Box  66080, 
Dept.  L,  Washington,  D.C. 

20035.   ©1993  USCEA 
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With  alt  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


GUESS  WHICH  COUNTRY  IS  NOW  THE  LARGEST  EXPORTER  OF  CAPITAL? 

Not  Japan.  Not  Germany.  Not  the  U.S. 
Answer:  Russia. 

CAN  CLINTON  REINVENT  HIS  FOREIGN  POLICY? 


'resident  Clinton's  decision  to  retaliate  against  Bagh- 
lad  for  its  plot  to  kill  George  Bush  gives  hope  that  he  can  re- 
ashion  his  foreign  policy  before  serious  damage  is  done  to 
)ur  long-term  interests.  The  incident  demonstrates  that 
he  U.S.  can  project  immense  firepower  thousands  of  miles 
rom  our  shores  with  minimal  risk  to  our  military  personnel. 
Ve  should  be  working  overtime  to 
enhance  cruise  missile  technology. 

Until  recently  the  Administration's 
breign  policy  could  be  summed  up  as 
solationism -cum -incompetence. 

The  President  recently  wrote  to 
German  Chancellor  Kohl  asking  him 
o  lobby  fellow  Europeans  to  drop 
he  ban  on  arming  the  Bosnians. 
Cohl  did  just  that.  An  embarrassed 
Vhite  House  then  told  the  Germans 
hat    the    President    really  hadn't 
neant  what  he  said — the  phrase  was 
>nly  there  for  public  consumption, 
slot  since  Jimmy  Carter  asked  Bonn  to  support  a  contro- 
versial new  weapons  system  and  then  scuttled  it  after  the 
jermans  gave  it  public  support  has  a  critical  ally  been  so 
habbily  treated. 

In  April  Clinton  proposed  giving  Russia  $4  billion  in  aid 
rom  the  major  democracies  for  privatizing  state-owned 


Kohl  and  Clinton:  Allies  need  to  believe 
what  Clinton  says. 


pony  up.  Message  to  Moscow:  The  West  really  doesn't  give 
much  priority  to  aiding  democratic  forces  there,  an  impres- 
sion that  will  only  aid  ultranationalists.  Clinton's  word  was 
in  danger  of  becoming  as  valuable  as  the  Russian  ruble. 

The  Administration's  key  test  is  if  it  can  come  up  with  a 
credible  plan  for  stabilizing  the  ruble.  Otherwise  the 
current  regime  may  go  the  way  of  the 
Weimar  Republic. 

Another  critical  issue  is  Bosnia, 
where  Western  passivity  in  the  face  of 
aggression  and  mass  murder  fuels  all 
the  wrong  sentiments  in  the  former 
Soviet  Union  and  elsewhere.  Why  the 
reluctance  to  arm  the  Bosnians  and 
missile  Serbian  military  positions? 

As  for  trade,  the  U.S.  has  been  play- 
ing its  hand  badly,  unimaginatively. 

Clinton  hero  John  Kennedy  got  off 
to  a  worse  start  in  foreign  policy.  The 
Bay  of  Pigs  fiasco  and  JFK's  disastrous 
summit  with  Khrushchev  emboldened  the  Kremlin  dicta- 
tor to  try  to  change  the  strategic  balance  by  placing  missiles 
in  Cuba.  Kennedy  redeemed  himself  in  that  crisis. 

The  Baghdad  decision  and  the  President's  reversal  of 
his  decision  to  kill  all  of  Radio  Free  Europe  and  Radio 
Liberty  gives  promise  that  Clinton  can  learn  a  la  JFK.  At 


ompanies.  But,  astonishingly,  he  can't  get  the  allies  to    less  cost.  And  more  quickly. 

WHAT  ARE  THESE  GUYS  SMOKING— AND  INHALING? 


iven  President  Clinton  doesn't 
igree  with  the  Senate  Finance 
"ommittee's  vote  to  increase  the 
:apital  gains  tax.  The  committee 
>elicves  the  higher  rate  would 
>ring  in  more  revenue.  The  Sen- 
ite  went  along.  Are  they  nuts? 

The  higher  levy  would  reduce 
eceipts.  Capital  would  be  locked 
:ven  more  in  existing  invest- 
nents  instead  of  flowing  to  new 
>nes,    thereby    depriving  the 


Year 

Taxes  paid 

Year 

Taxes  paid 

on  capital  gains 

on  capital  gains 

income  ($mil) 

income  ($mil) 

1978 

$  9,104 

1985 

$  26,478 

1979 

11.669 

1986 

49,696 

1980 

12,459 

1987 

32,941 

1981 

12,684 

1988 

38,963 

1982 

12,900 

1989 

35,769 

1983 

18,468 

1990 

27,829 

1984 

21,534 

1991 

24,505* 

Green  denotes  years  rates  were  lowered:  red,  year  rate  was  raised. 

'  Estimate  from  American  Council  for  Capital  Formation. 

Source:  U.S.  Department  of  the  Treasury. 


economy  of  the  new  businesses 
essential  for  growth  and  job  cre- 
ation. Somebody  should  shove 
under  the  obtuse  noses  of  these 
senators  the  following,  irrefut- 
able facts:  When  the  capital  gains 
tax  rate  is  increased,  revenues 
never  meet  expectations.  When 
the  levy  is  lowered,  revenues  go 
up  beyond  expectation. 

The  U.S.  has  some  $7  trillion 
of  unrealized  capital  gains.  Of 
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that,  $6  trillion  is  from  inflation,  $1  trillion  is  real.  In 
cases  of  long-held  assets,  the  effective  rate  can  exceed 
100%.  The  obvious  course  (to  everyone  but  senators  and 
congressmen)  is  to  slash  the  rate  and  index  the  tax  for 
inflation.  An  investment  boom  of  historic  proportions 
would  result.  Government  revenues  would  soar,  partly 
from  increased  capital  gains  tax  receipts,  but  much  more 
from  increased  economic  activity  and  prosperity. 

The  canard  that  a  reduction  is  a  gift  to  the  rich  is  easily 
refuted:  Capital  would  flow  to  those  who  don't  have  it  and 


could  use  it  to  create  tomorrow's  Apples,  Microsofts,  Sun 
Microsystems,  Dell  Computers,  Compaq  Computers. 

This  piece  of  Senate  stupidity  underlines  the  utter 
unreality  of  how  Washington  "scores"  revenue  gains  and 
losses  from  tax  changes.  Those  scoring  systems  assume  that 
most  people  are  passive  in  the  face  of  tax  changes:  Higher 
rates  bring  in  more  revenue;  lower  rates,  less  revenue. 
The  tax  history  of  the  past  quarter-century  demonstrates 
that  these  estimates  rarely  resemble  subsequent  reality. 

No  wonder  we  get  ever  more  fed  up  with  D.C.  politics. 


WHAT  IS  SURPRISING 


Mark  Ends 
Its  Reign  as 
Anchor  of  EC 
Currencies 


about  the  sudden  fall  of  the  German  mark  against  the 
dollar  and  the  French  declaration  of  independence  from  a 
German-directed  monetary  policy  is  that 
the  changes  were  so  long  in  coming. 

There  is  no  mystery  as  to  why  the  D- 
mark  is  becoming  the  meek  mark.  Ger- 
many is  faltering  from  a  lethal  combina- 
tion of  high  interest  rates,  rising  taxes, 
government  ineptitude  in  handling  re- 
unification and  serious  structural  short- 
comings in  its  economy. 

The  inflation  that  the  Bundesbank 
uses  to  justify  its  tight  money  policy 
results  not  from  printing  too  much  mon- 
ey but  from  Bonn's  imposing  an  elabo- 
rate, suffocating  array  of  taxes,  regula- 
tions and  social  policies  on  what  was  East  Germany.  The 
underdeveloped,  onetime  communist  state  could  not 
conceivably  carry  the  baggage  of  western-style  social 

SHAM 

The  Senate-passed  campaign  finance  reform  bill  is  a 
fraud.  It  is  nothing  more  than  an  incumbent  protection 
act.  By  severely  limiting  the  amount  of  money  congres- 
sional candidates  can  spend,  the  legislation  gives  an  over- 
whelming advantage  to  those  already  holding  office. 

Incumbents  enjoy  considerable  assets,  principally,  tax- 
payer-financed campaign  literature  disguised  as  constitu- 
ent newsletters  and  taxpayer- financed  district  offices, 
which  serve  as  campaign  storefronts  in  an  election  year. 

Proponents  of  the  measure  feign  shock  that  the 
amount  of  money  spent  on  congressional  races  in  1992 
was  52%  higher  than  the  total  expended  in  1990.  They 


International  Herald  Tribune 


structures  without  massive  subsidies.  Thus,  millions  of 
eastern  workers  are  being  paid  for  nonproductive  work. 

Without  Bonn's  largesse,  the  east's  un- 
employment rate  would  soar  to  over 
30%,  but  Bonn's  rules  and  regulations  are 
hindering  easterners  from  boot-strap- 
ping their  way  to  prosperity  the  way  the 
westerners  did  after  World  War  II. 

German  costs  are  increasingly  uncom- 
petitive. Teutonic  manufacturers  are 
about  to  undergo  the  wrenching  read- 
justments American  manufacturing  be- 
gan to  suffer  in  the  early  1980s.  All  of  the 
subsequent  slimming  and  trimming  has 
made  American  manufacturing  the  most 
cost-efficient  among  major  industrial  na- 
tions. Germany  is  fully  capable  of  a  similar  renaissance.  But 
a  fundamental  question  arises:  What  will  be  the  politica 
repercussions  of  this  initially  disruptive  restructuring? 

FUL 

are  being  disingenuous.  The  reason  for  the  upsurge  is 
simple.  There  were  1,197  more  candidates  running  than 
before.  Scores  of  incumbents  stepped  down,  in  large  part 
because  of  bouncing  checks  and  other  scandals.  Last  year 
saw  more  genuine  contests  than  in  almost  20  years. 

If  this  mislabeled  legislation  passes  the  House,  Presi- 
dent Clinton  should  veto  it.  But  he  won't.  There  are 
more  Democratic  members  than  Republicans.  More 
compelling,  the  President  is  so  desperate  to  prove  that  he 
is  achieving  something  that  he  will  sign  just  about  any- 
thing Congress  throws  on  his  desk,  as  long  as  it  has  a  nice- 
sounding  title— like  campaign  finance  reform. 


HE  REALLY  WAS  GREAT 


Patriarch — by  Richard  Norton  Smith  (Houghton  Miff 
lin  Co.,  $24.95).  Sprightly,  detailed  tale  of  George  Wash- 
ington's presidency  that  de-marbleizes  our  nation's  first 
chief  executive.  Washington's  strong  belief  in  a 
popularly  based  government  combined  with 
his  illusionless  assessment  of  human  nature,  his 
strong  sense  of  duty  (particularly  in  setting  the 
right  precedents)  and  his  immense  stature 
from  the  Revolutionary  War,  made  him  the 
ideal  lead-off  President.  It  is  difficult  to  imag- 
ine any  other  figure  of  the  time  successfully 
doing  this.  Washington  was  no  consensus- 
seeking  chairman  of  the  board.  His  nationalism 
persuaded  him  to  back  Hamilton's  financial 
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reforms.  The  President  also  expended  considerable  politi- 
cal capital  to  sign  the  intensely  unpopular  Jay's  Treaty 
with  Britain;  unlike  Jefferson  and  others,  Washington 
realized  the  U.S.  was  too  weak  to  become 
involved  in  the  deadly  war  between  Britain  and 
revolutionary  France. 

Washington's  decision  to  retire  after  two 
terms  in  office  not  only  set  a  valuable  prece- 
dent here  but  makes  him  even  more  extraordi- 
nary, considering  the  baleful  history  of  strong 
military  figures  before  him  and  after.  A  Massa- 
chusetts congressman  aptly  summed  up  Wash- 
ington: "He  changed  mankind's  ideas  of  polit- 
ical greatness."  ■ 
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NO  ONE  HELPS  YOU 
KEEP  IN  TOUCH  MORE  THAN  WE  DO 


Toshibo  helps  you  keep  in  touch,  because  we  keep  in  touch  with  you.  Understanding  that 
one  of  the  last  places  people  get  any  work  done  is  in  the  office,  we  make  notebook  computers 
that  give  you  more  power  than  many  desktops,  and  more  freedom  than  you  can  imagine. 

For  instance,  our  new  6.9  lb.  T4600C  has  an  incredibly  fast  33  MHz  i486'"SL 
microprocessor  with  1 20MB,  200MB  or  340MB  hard  drive,  extended  battery  life,  the 
newest  9.5"  active  matrix  color  TFT-LCO  screen  and  two  PCMCIA  slots  for  industry  standard 
cards.  It's  the  most  powerful  color  notebook  available  to  control  information  and 
improve  communication. 

At  Toshiba,  we  wont  you  to  be  your  most  productive,  so  you  can  keep  in  touch  with 
a  few  other  important  parts  of  your  life.  Your  family,  friends... 

In  Touch  with  Tomorrow 

TOSHIBA 

mote  inloimotion  write:  Toshibo  Amenco  Information  Systems,  Inc.,  9740  Irvine  Blvd.,  Irvine,  CA  92718  01  coll:  1  -800-4 57-7 77 ?.  i486  is  a  riodemoik  ol  Intel  Corp. 


When  Lisa  was  born 
her  kidneys  didn't  work. 
So  we  helped  Lisas  mother 
learn  to  eare  for  her. 


And  let  Lisa  grow 
up  at  home. 


Aetna's  Individual  Case  Managers  help 
people  who  are  in  our  group  plans  receive 
proper  health  care.  They  help  to  find  the 
best  available  treatment  by  understanding 
people's  needs  and  by  working  with  their 
doctors,  hi  many  cases,  by  discovering 
alternative  methods  for  treatment,  medical 
costs  are  reduced.  And  more  importantly, 
people  can  recover  in  a  somewhat  more 
comfortable  environment.  Like 
home,  for  instance.  With  family. 
Aetna.  A  policy  to  do  more." 


/Etna 


€'  \WZ  Aetna  I  .iff  and  (  jsmillv  Company 


Other  Comments 


Precious  Commodity 

Senator  Dick  Lugar  of  Indiana  has 
[said]:  "The  role  of  the  United  States 
should  be  to  lead  the  world.  Our 
country  has  the  wisdom,  the  political 
will,  the  military  capability  and  the 
economic  strength  to  perform  that 
role  better  than  any  other."  I  would 
add  only  this:  It  is  freedom  itself  that 
still  hangs  in  the  balance — and  free- 
dom is  never  more  than  one  genera- 
tion from  extinction. 
-President  Ronald  Reagan, 
commencement  address  at 
The  Citadel  military  college 

Trade  Blocks 

Development  of  regional  trade  blocs 
[the  European  Economic  Communi- 
ty, the  North  American  Free  Trade 
Agreement]  may  have  a  devastating 
effect  on  world  trade.  An  Asian  eco- 
nomic community  is  emerging.  Like 
the  EEC,  it  shows  protectionist  ten- 
dencies to  countries  outside  the  bloc. 

If  these  tendencies  become  fully 
developed  over  the  next  decade,  the 
U.S.  [will]  be  left  with  two  trading 
partners,  Canada  and  Mexico,  that 


have  a  combined  GNP  of  only  $612 
billion,  roughly  12.5%  of  Europe's. 
The  U.S.1  export-driven  economy 
would  crumble,  and  any  serious  blow 
to  the  American  economy  would 
spark  a  global  depression. 

Bipartisan  legislation  has  been  in- 
troduced in  Congress  toward  some- 
thing I  have  long  advocated:  a  Pacific 
Rim  Economic  Community,  includ- 
ing Japan,  Australia  and  all  the  Amer- 
ican and  Asian  nations  bordering  the 
Pacific.  It  would  be  a  useful  counter- 
balance to  the  powerful  EEC  in  ne- 
gotiations aimed  at  keeping  world 
trade  patterns  free  and  open. 
-Sam  Kusumoto, 
Chairman  and  CEO,  Minolta  Corp. 

Handmade's  Tale 

For  people  supposedly  obsessed  with 
machines  and  technology,  Americans 
have  become  increasingly  enthralled 
with  things  made  by  hand.  Furniture 
and  fiber  arts,  ceramics  and  jewelry, 
ironwork  and  glass — all  are  seen  not 
just  as  useful  objects  but  as  works  of  art 
as  well.  For  those  who  buy  crafts — 
and  it  is  a  rapidly  expanding  public — 


there  is  a  genuine  esthetic  interest  ii 
the  vanishing  "handmade,"  as  well  a 
a  desire  to  make  a  personal  state 
ment,  to  display  individuality  b; 
means  of  collecting.  For  those  wh< 
create  the  crafts,  the  pursuit  involve 
more  than  simply  making  things  o 
making  a  living;  it  is  a  way  of  life. 
-Handmade  in  America, 
by  Barbaralee  Diamonstein 

■n 

President  Clinton  does  not 
have  a  communications  prob- 
lem. He  is  communicating  his 
program  all  too  well.  The  vot- 
ers don't  like  it,  which  is  why 
they  are  coming  to  dislike  him. 
-National  Review 

Isn't  It  Romantic? 

Tossing  a  coin  into  the  Trevi  Foun 
tain  in  Rome  is  said  to  ensure  a  visi 
tor's  return.  But  retrieving  the  mon 
ey  was  expensive,  requiring  weekl] 
draining  and  replacement  of  th< 
chemically  treated  water.  Now  ; 
pump  vacuums  the  coins  out.  Th< 
money  still  goes  to  Italy's  Red  Cross 
-Richard  L.  Holman, 
Wall  Street  Journal 

No  Comment 

A  caller  trying  to  reach  a  State  De 
partment  official  eventually  was  con 
nected  to  an  office  where  they  an 
swered  the  phone,  "NPR."  The  call 
er  asked  whether  [NPR]  was  th< 
Nuclear  Proliferation  Review  oi 
some  other  policy  board. 

"No.  It  stands  for  National  Perfor 
mance  Review." 

"What,"  he  asked,  "is  Nationa 
Performance  Review?" 

"It's  the  vice  president's  task  fora 
on  reinventing  government." 

"You  mean  the  State  Department  i; 
going  to  help  reinvent  the  govern 
ment?  You've  got  to  be  kidding." 

"No,  that's  what  they  think." 

"But  you  and  I  know  better,"  th< 
caller  said.  "Right?" 

"Absolutely  right,"  came  the  reply 
-The  Wasbinjjtonian  ■ 


Berry's  World 


"You're  right!  Everything  has  become  more 
global-INCLUDING  THAT!" 
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An  expansion  plan 
with  low  capital  requirements. 


A  successful  company  needs  room 
*row.  And  a  good  place  to  begin  the 
Dansion  is  with  your  corporate  jet. 
By  stepping  up  from  a  light  jet  to 
\  Citation  VI,  you'll  make  huge  gains 
:abin  space.  You'll  gain  the  comforts 
stand-up  headroom  and  stretch-out 
;  room.  You'll  gain  a  beautifully 
pointed  private  lavatory.  And 
j'll  achieve  all  those  gains  for  a 
prisingly  modest  investment. 
Because  the  Citation  VI  is  the  most 
Drdable  midsize  jet  in  the  world. 


Yet  it  outperforms  most  of  its  higher- 
priced  competitors. 

With  a  maximum  cruise  speed  of 
543  mph,  the  Citation  VI  is  faster  than 
every  other  midsize  jet  being  built 
today,  except  the  Citation  VII.  The 
Citation  VI  also  climbs  faster,  reaches 
altitudes  sooner,  and  cruises  higher 
than  its  competitors. 

Yet  for  all  its  power,  the  Citation  VI 
is  actually  more  fuel  efficient  than 
the  slower  jets  in  its  class.  No  other 
business  aircraft  offers  more  speed  and 


more  spaciousness  for  less  money. 

The  Citation  VI  is  more  than 
the  world's  most  affordable  midsize 
jet.  It's  the  expansion  plan  that  will 
pay  off  big  and  pay  off  fast. 

For  more  information,  call 
Gary  W  Hay,  Senior  Vice  President 
of  Marketing,  at  1-800-4-CESSNA. 

Citation VI  51 

Cessna 

A  Textron  Company 


1993  AMERICAN  GAS  ASSOCIATION 


Don't  you  wish 

we  could  just  do  this  to  CFCs 
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In  a  way  we  can  - 
if  we  cool  our  buildings  with 
natural  gas. 

Natural  gas  absorption 
cooling  equipment  cools  with 
water,  rather  than  with  CFCs, 
which  deplete  the  ozone 
layer. 

It  also  has  fewer  moving 
parts  than  conventional  cool- 
ing systems,  which  means 
maintenance  costs  are  lower. 

And,  because  it  costs 
much  less  to  operate,  it  cuts 
the  energy  costs  of  cooling— 
by  up  to  50%. 

There's  another  big  benefit, 
too.  It  saves  electricity  during 
the  heat  of  the  summer,  when 
demand  is  at  its  highest. 

As  a  result,  we  can  help 
our  cities  avoid  brownouts. 
And  help  reduce  the  need  for 
power  plants.  Best  of  all,  we 
can  help  America  balance  the 
use  of  its  energy  resources. 

No  doubt  about  it,  natural 
gas  is  a  high-tech,  low-cost 
way  to  keep  cool  without 
CFCs. 

It's  a  cool  way  to  help  save 
our  ozone  layer,  too. 


flean,  economical  natural  gas.  Think  what  we'll  save. 


Commentary 

n  events  at  home  and  abroad 


y  Caspar  W.  Weinberger,  Chairman 


A  TALE  OF  TWO  CITIES 


The  Hermitage:  A  splendor  of  St.  Petersburg 


I  THE  LAST  few  months  Steve  and  Kip  Forbes  and  I  have 
sited  Singapore  and  St.  Petersburg.  The  sunlight  of  the 
Kite  nights  in  St.  Petersburg,  lately  Leningrad,  lasts  past 
idnight,  but  the  actual  city  of  light  is  Singapore.  This  is 
)t  to  denigrate  the  real  changes  and  great  strides  forward 
.  Petersburg  has  made  in  a  very  short  time. 
St.  Petersburg  has  undertaken  major  and  highly  success- 
1  restoration  work,  starting  with  its  museums,  monu- 
ents  and  palaces.  The  Hermitage  (so  called  because 
atherine  the  Great  said  she  lived 
:e  a  hermit  there — some  hermit! ),  3 
;terhof(  Peter  the  Great's  country  | 
Jace)  and  Catherine  Palace  in  | 
ishkin  were  virtually  destroyed  S 
iring  Germany's  900-day  siege  of 
mingrad,  but  they  have  regained 
uch  of  their  past  grandeur.  The 
:ople's  spirit  was  never  destroyed. 
This  high-priority  restoration  re- 
;cts  Russia's  great  pride  in  its 
LSt — pride  that  70  years  of  Soviet 
pression  could  not  stamp  out — 

Ld  its  urgent  need  for  the  hard  currency  that  comes  from 
e  big  flow  of  tourists  already  engulfing  these  historic 
ndmarks.  But,  away  from  the  great  boulevards  and  the 
thedrals  being  restored,  the  painful  result  of  Soviet 
isrule  is  all  too  visible.  You  see  rutted  roads;  ancient  public 
import;  poorly  constructed,  dilapidated  apartment 
)uses;  and  blocks  of  boarded -up  shops  and  buildings. 
There  are  welcome  signs  of  economic  rebirth  as  Mayor 
latoly  Sobchak,  one  of  the  first  to  repudiate  the  Soviet 
trty  and  its  socialist  economic  fallacies,  implements  more 
id  more  free -market  policies.  People  throng  the  streets 
l  sunny  days,  and  many  shops  have  ample  stocks  for 
ose  who  can  buy.  The  big  hotels  frequented  by  tourists 
e  also  being  restored,  with  quite  satisfactory  results. 
Many  people  with  whom  we  talked,  although  obviously 
arried  about  economic  conditions,  welcome  and  highly 
lue  their  newly  won  freedoms  of  speech,  religion  and 
ivate  ownership — though  the  latter  is  coming  slowly. 
In  the  final  analysis,  however,  Russia  must  have  a 
und,  convertible  currency  before  many  outside  inves- 
rs  will  risk  the  major  investment  the  country  urgently 
xds.  Mr.  Yeltsin's  recent  political  victories  will  help. 
Now  to  Singapore.  Led  by  Lee  Kuan  Yew,  prime 


minister  for  over  31  years,  Singapore  reflects  the  manifest 
and  manifold  advantages  of  capitalism  as  no  economics 
textbook  ever  could.  Lee — an  honest,  extremely  effective 
leader  with  an  austere  lifestyle  and  sound  policies — took 
Singapore  from  the  shambles  left  by  Japan's  occupation  to 
the  prestige  of  being  one  of  the  strongest  Pacific  Tigers. 

Lee,  now  senior  minister,  responds  frankly  to  Western 
criticisms  that  for  all  Singapore's  economic  success  its 
people  do  not  have  personal  freedom.  Singaporeans,  he 
says,  with  their  largely  Confucian 
beliefs  (78%  are  Chinese;  14%  are 
Malay),  are  not  ready  for  full  West- 
ern-style democracy.  They  value 
disciplined  lives  and  stability.  They 
have,  and  greatly  cherish,  a  spot- 
less, virtually  crime-  and  drug-free 
city.  There  is  full  and  well-compen- 
sated employment  and  modern, 
decent  housing.  There  are  also 
many  beautiful  parks  and  gardens. 

There  are,  however,  rigid  pen- 
alties for  such  nuisances  as  jay- 
walking, littering  and  forgetting  to  flush  a  public  toilet, 
and  smoking  in  most  public  places  is  banned.  The  use  of 
narcotics  is  a  capital  offense. 

Hard  work,  discipline,  savings  and  honesty  are  the 
values  Lee  Kuan  Yew  supports  and,  therefore,  so  do  most 
Singaporeans.  But  a  sudden,  complete  shift  to  Western- 
style  democracy,  with  its  emphasis  on  personal  freedoms, 
might  well  not  work  for  a  people  whose  cultural  and 
spiritual  past  is  so  different  from  ours.  Nevertheless,  no 
one  can  argue  with  Singapore's  success  story.  Real 
growth  was  5.82%  in  1992;  direct  taxes  will  be  lowered 
when  a  3%  value  added  sales  tax  is  established  next  year; 
foreign  investment  continues  to  pour  in,  boosting  the 
city-state's  already  thriving  economy  and,  of  course,  ben- 
efiting investors.  Much  of  this  success  is  due  to  the 
unique  leadership  qualities  of  Lee  Kuan  Yew. 

Americans  would  surely  be  disturbed  if  we  were  fined 
$300  for  eating  on  the  subway  (New  York  City's  finances 
could  do  well  with  this  law)  or  if  we  could  not  read  our 
favorite  newspaper,  but  Singaporeans  do  not  seem  to  mind, 
as  is  reflected  in  their  basically  free  elections.  We  suspect, 
though,  that  the  citizens  of  St.  Petersburg,  having  just 
won  Western-style  freedoms,  would  mind  very  much.  H 
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5    CARAT,  FLAWLESS  DIAMOND:  $250,000 


^    CARAT,  FLAWLESS  DIAMOND:  $2^0,000 


We  re  pleased  to  announce  the  merger  between 
Mellon  Bank  (Corporation  and  Xhe  Boston  Company 


1993  Mellon  Bank  Corporation  and  The  Boston  Company  Diamonds  courtesy  of  Harry  Winston.  Inc. 


jfjWrS  AHcMU  rUH  BUSIjjtSS 

EDITED  BY  HOWARD  BANKS 


Japan's  tirade  surplus  is  already  falling 


It  WONT  fall  by  as  much,  as  fast,  as  the  U.S. 
has  been  demanding,  but  Japan's  trade  surplus  is 
for  sure  headed  down.  So  says  Barry  P.  Bos- 
worth,  formerly  with  the  Carter  Administration 
and  now  at  the  Brookings  Institution. 

The  U.S.  wants  Japan  to  cut  its  world  trade 
surplus  to  about  1.5%  of  the  country's  gross 
domestic  product  over  the  next  three  years. 
What's  likely  to  happen,  says  Bosworth,  is  quite 
close  to  that.  Assuming  no  change  in  Japan's 
present  economic  course,  Bosworth  expects 
that  by  the  end  of  this  year  Japan's  nonoil 
trade  surplus  will  start  to  decline  quite  sharply, 
dropping  from  the  present  3.8%  of  the  coun- 
try's GDP  to  around  2.3%  by  the  end  of  1994. 
Over  the  subsequent  two  to  three  years,  it 
should  decline  by  another  half  a  point  or  so. 

The  reason?  Not  the  pressure  from  the  Clin- 
ton Administration,  or  from  other  countries  in 
the  G7,  but  as  a  result  of  the  recent  strength- 
ening of  die  yen  (see  chart),  feeding  through 
after  a  typical  lag.  As  an  example  of  how  this 
works,  Bosworth  points  to  the  uptick  in  Japan's 
surplus  in  1991  and  1992,  which  resulted,  he 
says,  from  the  depreciation  of  the  yen  because  of 
Japan's  economic  slowdown.  Now  the  yen  is 
working  to  cut  the  surplus. 

"It  turns  out,"  says  Bosworth,  "that  Ja- 
pan's trade  is  extremely  sensitive  to  changes  in 
real  exchange  rates." 

One  of  the  biggest  beneficiaries  will  be  the 
U.S.  auto  industry — vehicles  and  especially 
makers  of  auto  parts.  Automotive  News  says 
that  in  the  first  five  months  of  this  year  Japan's 
automakers  have  already  lost  2  points  of  their 
market  share,  to  22%,  for  all  cars,  minivans  and 
pickups.  That  share  could  well  fall  to  maybe 
20%  by  mid- 1994. 

"Not  well  advised" 

That's  HOW  Bill  Clinton  recently  described 
the  Senate  Finance  Committee's  decision  to 
tack  a  10%  surcharge  on  capital  gains  onto  the 
tax  bill  moving  through  Congress  (see  table). 
Does  his  comment  mean  the  President  is  open 


Forecast  versus  reality 


Year 

—Realized  capital  gains— 

Actual  tax 

CBO's  projections 

actual 

revenues 

($bil) 

($bil) 

($bil) 

1989 

$225 

$154 

$35.8 

1990 

254 

124 

27.8 

1991 

268 

105 

24.5 

1992 

287 

NA 

NA 

A  stronger  yen  will  hit  trade 


Nonenergy  trade  balance 
(percent  of  6NP) 


Real  exchange  rate  I 
(Index,  1980-82  =  100) 


NA:  Not  available. 

Source:  CBO  Tax  Analysis  Division. 


75   77    79   '81    '83   '85    '87   '89    '91    '93  '95 

est 

Sources:  OECD  Outlook;  Morgan  Guaranty 

Japan's  nonoil  trade  surplus  is  highly  sen- 
sitive to  changes  in  real  exchange  rates. 


If  Japan's  trade  surplus  does  decline  as  Bos- 
worth expects  (a  reasonable  assumption),  it  will 
be  the  third  example  of  deficits  arising  from 
governments'  stimulating  their  domestic  econ- 
omies. The  enormous  Reagan  fiscal  boost  in 
the  early  1980s  was  followed  by  U.S.  trade  mov- 
ing from  a  small  surplus  in  1982  to  a  deficit  of 
3%  of  GDP  by  1987.  The  fiscal  stimulus  resulting 
from  German  reunification  saw  that  country's 
trade  surplus  decline  from  6%  of  GDP  in  1989  to 
just  1%  last  year. 

Politicians  have  grown  used  to  being  able  to 
pull  on  the  fiscal  levers  to  engineer  election- 
winning  economic  upturns.  No  longer.  These 
days,  it  seems,  foreigners  get  most  of  the  benefit, 
thanks  to  open  capital  markets.  There's  noth- 
ing that  politicians  can  do  about  that. 


to  cutting  the  capital  gains  tax?  That's  not  clear. 
But  as  he  ponders  the  matter,  the  President 
would  do  well  to  ignore  revenue  forecasts  by  the 
Congressional  Budget  Office.  The  CBO's  capi- 
tal gains  forecasts  have  been  wildly  off  the  mark. 

Why  such  poor  forecasts?  After  the  capital 
gains  tax  was  increased  from  20%  to  28%  in 
1986,  the  CBO  was  "surprised"  when  taxpay- 
ers left  their  gains  unrealized  and  out  of  the 
taxman's  grasp.  Did  the  higher  rate  soak  the 
rich?  Hardly.  Capital  gains  tax  revenues  last  year 
were  an  estimated  $25  billion,  down  from  $50 
billion  in  1986,  the  year  people  took  gains  to 
avoid  the  higher  tax  rate. 

A  capital  gains  cut  would  reverse  the  dam- 
age— but  for  political  purposes,  don't  expect  the 
cbo  to  admit  it.        -Lawrence  Minard  mi 
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BY  ROBERT  ROSENSTEIN 


Current  238.0* 
Previous           237. 7t 
Percent  change  0.1% 

The  Forbes  Index  (1967=100) 
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The  Commerce  Department's  final — and  downward- 
revision  of  gross  domestic  product  says  the  econom 
barely  treaded  water  in  the  first  quarter;  the  0.7%  annu 
alized  increase  is  the  weakest  gain  since  the  fourth  quartel 
of  1991.  In  May  new  orders  for  durable  goods  fell  1.6% 
Meanwhile,  the  weak  dollar  hasn't  succeeded  in  trimminj 
the  trade  deficit,  which  grew  to  $98  billion  for  the  ]< 
months  through  April.  A  bit  of  good  news:  May  housinj 
starts  increased  5.2%  from  their  May  1992  level.  But  givei 
the  overall  sluggishness,  will  they  continue  at  this  pace? 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1992' 

Ward's  Automotive 

5.3% 

Index  of  leading  indicators  May  vs  Apr 

Dept  of  Commerce 

-0.3% 

Trade  balance  1 2  months  ended  Apr  1 993 

Dept  of  Commerce 

-$98  bil 

All-commodity  producer  price  index  May  vs  Apr1 

Dept  of  Labor 

0.4% 

GOP  1st  quarter  vs  4th — annualized  growth 

Dept  of  Commerce 

0.7% 

M2  {3-month  change) — annualized  growth1 

Federal  Reserve 

1.0% 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  6/20/93. 2  Wholesale  goods.  3  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 

m  portents 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Ill 


109 


.ll 


105 


Industrial  production  index  (1987-100) 
seasonally  adjusted  (Federal  Reserve) 


475 


425 


375 


325 


■ 

1 

hi 

New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 


Services    •   Total  index 


160 


150 


140 


130 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


125 


100 


75 


50 


New  housing  starts  (thousands)  privately  owned 
unadjusted  (Dept  of  Commerce) 


172 


162   _  i 


152 


142 


Inventories    •   New  orders 


270 


210 
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Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 


3100 


3000 


2900 


-.1 


2800 


Personal  income  ($billions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


755 


745 


735 


,1 


725 


Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 


AMJJASONDJFMAM 


AMJJASONDJFMAM 


AMJJASONDJFMAM 


36 


Forbes  ■  July  19,  1992 


\ears  from  now,  everyone  will  offer 
this  much  side-impact  protection. 


Regal  Sedan 
meets  1997 
side-impact  safety 
standards  today. 

We  didn't  have  to  do  it  yet. 
We  didn't  have  to  do  it  until 
1997.  But  at  Buick,  safety 
comes  first.  And,  in  the  case  of 
Regal  Sedan,  it  also  comes  four 
years  early.  Because  the  1993 
Regal  Sedan  already  meets  the 
1997  federal  standards  for 


side-impact  collisions. 

Regal  Sedan  puts  Buick 
quality  all  around  you.  The 
passenger  compartment  is 
enclosed  by  a  steel  safety  cage. 
The  doors  are  reinforced  with 
steel  side-guard  beams.  And 
accident-avoidance  features 
like  anti-lock  brakes  are 
standard  equipment  on  the 


Limited  and  Gran  Sport 
editions. 

Other  cars  won't  have  to 
meet  the  side-impact  safety 
standards  until  1997.  But  if 
you  want  a  car  that's  ahead  of 
its  time,  see  your  Buick  dealer 
today.  Or  call  1-800-4 A-BUICK. 


The  New  Symbol  For  Quality 
In  America. 


GM 


®  Buckle  up,  America!  ©1993  GM  Corp  All  rights  reserved 
Regal  is  a  registered  trademark  of  GM  Corp. 


2:50  Borrowed  Office  A  colleague  is  at  lunch,  so  you  borrow  his  Duo  Dock.  You 
log  onto  e-mail  back  at  the  home  office  and  learn  your  group  has  just  won  a  new 
account.  You  put  this  news  into  your  presentation  (and  change  a  few  colors,  too). 


3:30  Conference  Room  You  dip  on  the  Duo  MmiDock  and  run  the presentation fi 
your  PowerBook  Duo.  Everyone's  impressed— especially  the  guy  who  asks  a  sem 
questions  about  a  six-month-old  project.  You've  got  your files,  so  you've  got  the  answ 


No  other  conputer  could  g( 


For  years,  youve  been  trying  to  keep  up  with  computers 
Now  there's  a  computer  that  can 
actually  keep  up  with  you:  the 
Apple"  PowerBook  Duo™  System. 

It's  nothing  less  than  the  most 
flexible,  adaptable  and  personal 
computer  in  the  world. 

On  the  road,  it's  a  slim,  sleek 
and  powerful  notebook  computer. 


PowerBook  Duo  210 

PowerBook  Duo  230 

Weight 

4.2  pounds 

4.2  pounds 

Memory 

4MB  exp.  to  24MB 

4MB  exp.  to  24MB 

Storage 

80MB 

80MB  or  120MB 

Display 

9-inch  backlit 

9-inch  backlit 

Battery 

Up  to  4.5  hours 

Up  to  4.5  hours 

Speed 

25 MHz  68030 

33  MHz  68030 

In  the  office,  when  plugged  into  a  Duo  Dock,  it  instantly  becora 
a  fully  expandable,  no-compromise  desktc 
computer  that  lets  you  work  with  a  full-sizi 
keyboard  and  up  to  a  16-inch  color  monitc 
But  what  really  sets  the  PowerBook  Di 
System  apart  from  conventional  docking 
systems  is  a  bit  of  engineering  genius  calle 
PowerLatcrf  technology.  A  combination  of 
elegant  hardware  and  intelligent  software  th 


© 1993  Apple  Computer,  Inc  Ailngbts  reserved  Apple,  the  Apple  low.  Maaruosband  '  The  pouter  to  be  your  best  are  registered  trademark  of  Apple  Compuler,  Inc.  Power  Book.  PouerBook  Duo  and  Power  Latch  are  trademarks  of  Apple  Computer  he  Persuasion  is  a  registered  trademark  of  Aldus  Corporation  I 
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Your  Client's  Office  That  $5  million  project  the  client  told  you  was  off  last 
t's  on  again.  And  due  in  two  weeks.  You  type  up  job  orders,  which  you 11  fax 
<ur  PoutrBook  whenyou  get  to  Boston.  Now,  howeier,  you  have  to  get  to  the  airport. 


12:40  Noon  Shuttle  All  the  files  and  software  you  use  at  your  desktop  are  with  you 
You  pull  up  the  Q2  presentation  and  make  the  revisions  to  reflect  the  new  assignment. 
Then  you  write  a  memo  to  your  team,  to  make  sure  that  everything's  on  schedule. 


>ur  Office  On  the  way  home,  you  swing  by  the  office  to  tie  up  a  fete  loose  ends, 
■your  boss.  He  heard  the  meeting  went  well,  and  wants  you  to  fly  out  and 
to  the  people  in  London.  'Ibmorrow.  You  send  out  a  memo  to  update  your  staff. 


8:30  Living  Room  Since  you've  got  all  your  files  and  software  right  there  with  you, 
you  could  study  the  new  research  data  or  finish  up  those  performance  reviews.  But 
hey,  enough  is  enough.  You  settle  back,  in  your  recliner  and play  a  few  rounds  of'Ietris. 


ou  through  a  day  like  this. 


you  move  in  and  out  of  the  office  with  tremendous  ease. 
There  are  no  cables  to  fiddle  with  and  no  complicated 
onfiguring"  procedures.  Just  slip  the  PowerBook  Duo  into 
)uo  Dock,  and  the  system  automatically  recognizes  all  your 
working  resources  and  attached  peripherals. 
Simply  push  a  button,  and  a  motor  gently  releases  the 
erBook  Duo.  (It  will  remind  you  to  save  any  unsaved  files, 
ise  you  forget.)  Now,  wherever  you  go,  your  files  go  with  you. 
can  even  add  an  optional  PowerBook  Express  Modem,  to 

fa>are,  Inc  Tilrts  a  a  bcttematk  of&orf>,  Inc  IhiS  ad  was  crtuted  using  Macintosh'  desktop  ami  Apple  I'nuvTHnok'  fiersimal  computers 


let  you  send  and  receive  documents  while  you're  on  the  road. 

To  experience  the  PowerBook  Duo  System  for  yourself,  call 
800-732-3131,  extension  100,  for  the  name  of  the  authorized 
Apple  reseller  located  nearest  you.  (If  you're  in  Canada,  call 
800-665-2775,  extension  910.)  And  no  matter  how  dramatically 
things  may  change  in  your  life,  at  least  you'll  always  have  the 
one  power  you  can  depend  on.  The  power  to  be  your  best; 

PowerBook  Duo  from  Apple  w 


AT&T  one-upped  MCI  with  its  McCaw  Cellular  deal, 
but  MCl's  Bert  Roberts  isn't  sitting  still. 

Move, 

countermove 


By  Fleming  Mccks 

From  its  earliest  pays  long  distance 
carrier  MCI  Communications  Corp. 
was  identified  with  its  founder  and 
longtime  chairman,  William 
McGowan.  Within  a  few  months  of 
McGowan's  death  in  June  1992, 
M<  ;i's  new  boss  faced  a  stiff  challenge. 
Would  he  be  up  to  it? 

In  November  AT&T  announced  its 
purchase  of  a  33%  stake  in  McCaw 
Cellular  Communications,  with  an 
option  to  buy  control  (FORBES,  Mar. 
I).  The  implications  in  that  deal — a 
virtual  merger  of  the  two  compa- 
nies were  ominous  for  MCI,  w  hich 
sells  long  distance  telephone  service 
in  vigorous  competition  against 
vt&t.  By  throwing  in  with  McCaw, 
vr&'l  gained  a  significant  advantage 
over  MCI.  (The  deal  is  still  being 
negotiated. ) 

McC  aw  runs  a  cellular  network 
that,  by  the  end  of  the  year,  should 
cover  65%  of  the  U.S.  population. 
Expanding  that  network  with  AT&T 
capital,  and  perhaps  with  the  help  of 
big  cable  companies  like  Tele  Com 
munications  Inc.,  McCaw  could  in 
the  long  run  bypass  landline  tele- 
phone companies.  This  might  also 
enable  A  r&  l  to  undercut  MCI  prices  by 
eliminating  the  local  phone  compa 
rties  as  middlemen. 

Bill   McGowan's  successor  soon 
sh<  >wed  thai  he  w  as  equal  to  the  dial 
lenge.  From  as  tar  back  as  1974,  1 1 
years  before  he  w  as  named  president  , 
Ben  Roberts  Jr.  was  Mil's  de  Wkio 
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perating  chief.  So  when  the  soft- 
:>oken  software  engineer  succeeded 
IcGowan,  he  was  well  seasoned. 

Roberts,  now  50,  knew  that  MCI 
wasn't  the  only  target  of  the 
T&T/McCaw  deal.  It  was  bad  news, 
do,  for  the  local  Bell  operating  com- 
anies,  because  AT&T  might  eventual- 
I  be  able  to  dispense  with  their  ser- 
ices  in  bringing  long  distance  phone 
;rvice  to  its  customers. 

Roberts  lost  little  time  in  stepping 
p  talks  with  the  local  Bell  companies 
bout  creating  an  alliance  of  their 
wn.  Why  not  use  MCl's  powerful 
mg  distance  network  to  piece  the 
ell  system  back  together,  with  MCI 
laying  a  role  similar  to  the  one  that 
r&T  once  played.  "What  McCaw 
id  AT&T  did,"  says  Roberts,  "was  to 
mse  ourselves  and,  more  important- 
|  die  top  level  of  some  of  these  Bell 
operating  companies,  to 
say,  'Is  it  the  right  time  to 
have  legitimate  business 
discussions  of  what  we 
could  do  together,  because 
they  and  we  have  to  be 
competitive  with  a  McCaw  - 
at&t  enterprise?'  " 

Such  an  alliance  would 
unite  longtime  antagonists. 
mci  has  been  at  logger- 
heads with  the  Bell  compa- 
nies over  access  charges — 
MCI  pays  roughly  44  cents 
of  every  long  distance  reve- 
nue dollar  for  the  right  to 
send  its  traffic  into  homes 
and  offices  over  their  local 
lines. 

What  could  MCI  offer 
that  could  alter  that  equa- 
tion? These  days  the  real 
power  in  telephony  comes 
from  software,  not  from 
wires  and  switches.  And  the 
MCI  network  contains  some 
of  the  most  sophisticated 
software  in  the  business.  Of 
the  $1.6  billion  in  capital 
expenditures  MCI  plans  for 
this  year,  over  half  will  go 

MCI  Communications 
Chairman  Bert  Roberts 
MCI  founder  Bill 
McGowan's  shoes 
are  proving  a 
good  fit. 


MCI  President  Dan  Akerson 
Of  MCl's  $4.3  billion  windfall: 
"We  must  spend  it. 
It  would  be  absolutely 
insane  not  to  spend  it." 


into  "advanced  network  intelli- 
gence"— essentially  software  for  ev- 
erything from  billing  to  fraud  detec- 
tion to  routing  of  calls.  Using  this 
technology  might  enable  the  Bell 
companies  to  cut  access  charges  to 
MCI  without  sacrificing  profitability. 

What  do  the  Bell  companies  bring 
to  the  party?  Cellular.  When  the  Fed- 
eral Communications  Commission 
created  two  cellular  licenses  for  each 
market,  the  local  telephone  company 
received  one  license.  But  the  Bell 
companies  do  not  yet  have  what 
McCaw  is  building  in  the  cellular 
field — a  seamless,  national  cellular 
grid  (Forbes,  Dec.  25,  1989). 

They  soon  will  have.  In  February 
six  of  the  seven  Bell  companies,  along 
with  local  carriers  like  GTE  Corp., 
announced  the  formation  of  Mobi- 
Link,  a  nationwide  cellular  network  to 
rival  McCaw.  MobiLink  covers  83% 
of  the  U.S.  and  Canada.  MCl's  intelli- 
gent network  could  link  MobiLink 
customers. 

Couldn't  MobiLink  go  it  alone? 
Says  Roberts  bluntly:  "You  can  either 
reinvent  the  wheel,  and  patch  things 
together  with  a  signaling  network,  or 
you  can  align  yourself  with  a  company 
like  MCI  that  has  already  solved  all 
those  problems,  that  already  has  the 
ability  to  work  with  different  switch- 
ing hardware,  that  has  the  ability  to- 
day to  put  follow-me  [roaming]  ser- 
vices in  the  network." 

On  the  international  front,  Roberts 


has  AT&T  playing  catch-up.  Last  Sep- 
tember MCI  announced  an  alliance 
with  Stentor,  the  Canadian  version  of 
the  Bell  system,  which  will  greatly 
increase  the  range  of  telecommunica- 
tions services  that  can  be  offered  to 
companies  with  operations  on  both 
sides  of  the  border.  AT&T  responded 
by  buying  20%  of  Unitel,  the  MCI  of 
Canada.  And  in  early  June  $10.6  bil- 
lion (revenues)  MCI  announced  an 
alliance  with  $20  billion  (revenues) 
British  Telecommunications  Pic.  to 
build  a  global  network  that  will  pro- 
vide communications  services  for 
large  multinational  businesses.  To 
help  cement  this  alliance  BT  will  pay 
$4.3  billion  ($64  a  share)  for  a  20% 
stake  in  MCI. 

On  the  domestic  front,  Roberts  has 
pushed  mci's  share  of  the  consumer 
long  distance  market  up  a  point,  to 
18%.  On  the  commercial  user  side, 
MCI  signed  contracts,  worth  nearly  $2 
billion,  to  operate  telecommunica- 
tions networks  for  the  likes  of  J. P. 
Morgan,  Chrysler  Corp.  and  Insur- 
ance Value  Added  Network  Services, 
a  consortium  of  400  insurers. 

What  if  an  alliance  with  the  Bell 
companies  doesn't  work  out?  Roberts 
isn't  putting  all  his  eggs  in  one  basket. 
Late  last  month  MCI  announced  it  was 
testing  technology  for  a  seamless  na- 
tional personal  communications  ser- 
vices network — a  future  competitor 
to  cellular — in  league  with  the  cable 
systems  operator  TeleCable,  the 
Washington  Post  Co.,  which  also  has 
cable  operations,  and  equipment 
maker  Qualcomm.  MCI  also  owns 
rights  of  way  in  200  U.S.  cities  and 
could  use  them  to  bypass  local  phone 
companies.  Says  Roberts:  "I  could 
demonstrate  a  pretty  cogent  business 
case  where  we  take  part  of  that  $4.3 
billion  [investment  from  British  Tele- 
com] and  stuff  it  right  into  building 
some  sort  of  local  business  structure." 

Add  it  all  up  and  MCI  remains  a 
potent  competitor  in  telecommunica- 
tions despite  the  power  of  the 
AT&T/McCaw  tie-up.  With  that  $4.3 
billion  in  British  Telecom  cash  and  an 
equal  amount  that  could  be  borrowed 
on  the  strength  of  that  equity  infu- 
sion, MCI  figures  it  has  a  war  chest  of 
$9  billion.  "We  must  spend  it,"  says 
MCI  President  Daniel  Akerson.  "It 
would  be  absolutely  insane  not  to 
spend  it."  vm 
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Deeply  implicated  in  the  BCCI  scandal, 
Saudi  banker  Sheikh  Khalid  bin  Mahfouz 
claims  he  was  an  innocent  dupe.  The 
American  authorities  say  he  was  an  accomplice. 

Dupe  or 
duplicitous? 


By  James  R.  Norman 

Rich  and  smart  aren't  necessarily  the 
same  thing.  Which  gets  us  into  the 
strange  story  of  Saudi  banking  mag- 
nate Sheikh  Khalid  bin  Salim  bin 
Mahfouz,  former  chief  operating  offi- 
cer of  his  family-controlled,  Jidda- 
based  $23  billion  (assets)  National 
Commercial  Bank — banker  to  the 
Saudi  royal  family. 

In  1986  Sheikh  Khalid  Laid  out 
$1.2  billion  for  a  30%  stake  in  $20 
billion  (assets)  Bank  of  Credit  & 
Commerce  International,  with 
what  was  to  become  some  30%  of  the 
biggest  bank  in  Washington,  D.C., 
First  American  Bankshares,  Inc., 
thrown  in. 

Apparently  BCCI  founder  and  all- 
around  con  man  Agha  Hasan  Abedi 
had  Sheikh  Khalid  convinced  that  he 
would  eventually  own  all  100%  of 
BCCI  and,  later,  First  American. 

Sheikh  Khalid,  45,  was  far  from  the 
only  supposedly  sophisticated  person 
suckered  by  Abedi.  How  could  they 
not  be  when  Abedi's  hireling,  Clark 
Clifford,  First  American  chairman, 
proudly  showed  them  the  impressive 
view  of  the  White  House  from  the 
bank's  Washington  headquarters? 

Sheikh  Khalid  thought  that  he  was 
getting  a  bargain  because  BCCI  had 
liquidity  problems.  That  could  let 
him  buy  into  a  global  banking  giant  at 
a  discount.  "Maybe  BCCI  needed  a 
little  polishing  here  or  there,"  Sheikh 
Khalid  said,  but,  put  together  with  his 
family's  other  interests,  "it  could  have 
been  one  of  the  world's  largest 
banks." 

Sheikh  Khalid,  hot  to  create  an 
Arab  banking  empire  on  the  scale  of 


Sheikh  Khalid  bin  Salim  bin  Mahfouz 


His  primary  defense:  ignorance. 


Citibank,  plunged.  He  didn't  even 
bother  to  consult  his  elder  brother 
Mohammed,  NCB's  management 
committee  chairman,  or  his  86-year- 
old  father,  Salim,  an  illiterate  former 
houseboy  who  founded  the  bank  and 
had  used  Khalid  as  his  scribe  and 
reader  since  age  10. 

Sources  close  to  the  sheikh  say  that 
he  wanted  to  surprise  his  father  with 
the  deal  as  a  gift.  Some  gift.  BCCI 
liquidators  have  sued  Sheikh  Khalid 
and  his  bank  for  $10.5  billion,  which 
could  be  tripled  by  a  racketeering 
claim.  The  Federal  Reserve  wants  to 
collect  from  them  the  largest  banking 
fine  of  all  time:  $170  million.  New 
York  District  Attorney  Robert  Mor- 
genthau  wants  Sheikh  Khalid  jailed 
for  fraud. 

Sheikh  Khalid  is  in  all  this  trouble 
not  because  he  wrecked  BCCI  but 
because  he  tried  to  fix  it  and  failed. 
Sheikh  Khalid  claims  his  suggestions 


to  tighten  controls  at  BCCI,  improv 
loan  quality,  bring  in  big- name  bank 
ers  and  seek  serious  U.S.  or  U.M 
supervision  were  ignored.  Abet! 
"didn't  listen  to  me,"  gripes  Sheik 
Khalid.  "I  was  concerned.  The  peopl 
were  yes-men .  This  was  not  the  way  t 
manage  such  a  bank." 

Seven  months  after  buying  in 
Sheikh  Khalid  says  he  "wanted  out.] 
How  he  got  out  is  the  problem.  Mot 
genthau's  indictment  and  the  treble 
damage  liquidator's  suit  both  clain 
Sheikh  Khalid  knowingly  let  himsel 
be  bought  out  with  bcci's  own  fundi 
and  then  conspired  to  mask  his  exit  si 
as  not  to  spark  a  run  on  the  bank. 

The  Federal  Reserve  claims  Sheikl 
Khalid  disguised  his  First  America) 
stake  by  claiming  it  was  just  collates 
his  family  bank  had  taken  in  as  securit 
on  loans  it  had  made.  The  Fed  claim 
Sheikh  Khalid  controlled  the  stocj 
and  thus  had  more  than  10%  withou 
the  Fed's  okay. 

Sheikh  Khalid's  lawyers  deny  all  this 
They  insist  Sheikh  Khalid  thought  hi 
was  selling  his  shares  to  Abu  Dhab 
interests  and  had  no  idea  bcci's  owl 
funds  were  used.  Sheikh  Khalid  swear! 
he  told  die  Bank  of  England  soon  afte 
he  made  up  his  mind  to  get  out — thre< 
years  before  the  central  bank  pulled  tin 
plug  on  bcci. 

Sheikh  Khalid  insists  he  is  just  on» 
of  the  biggest  of  thousands  of  victim 
of  Abedi  and  BCCI.  But  that's  wha 
they  all  say.  Senator  John  Kerry's  lonj 
Senate  subcommittee  probe  of  BCC 
lumps  Khalid  with  dozens  of  othe 
front  men  for  the  smooth-talking 
Abedi  and  the  bank's  true  owner,  Abi 
Dhabi  Sheikh  Zayed  bin  Sultan  al 
Nahyan.  In  effect,  Sheikh  Khalid  len 
Abedi  his  reputation. 

After  all,  Sheikh  Khalid  did  get  . 
put  option  on  his  BCCI  and  Firs 
American  shares  that  ultimately  die 
give  him  $120  million  in  profit.  Anc 
Sheikh  Khalid's  family  got  a  $10( 
million  loan  from  BCCI  to  buy  ou 
minority  owners  of  NCB.  A  200-pagc 
damage  suit  recently  filed  agains 
Sheikh  Zayed  by  the  trustee  of  Firs 
American  lists  Sheikh  Khalid  as  a  mi 
nor  codefendant. 

Whoever  is  right,  Sheikh  Khalic 
and  his  family  didn't  get  out  un 
scathed.  When  the  smoke  clears 
Sheikh  Khalid  may  be  ruined.  He  ma\ 
never  see  a  dime  of  the  $230  millior 
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"I  kept  saying,  'Hey,  wait  a  minute,  we're 
environmentalists,  all  we  want  to  do  is  farm.' 
It  didn't  matter.  They  just  wanted  our  land." 

Fighting  back 


so  he  had  on  deposit  with  bcci.  His 
nily  bank  holds  $330  million  in 
Pithless  BCCI  capital  notes.  National 
ammercial  Bank  has  been  forced  to 
use  its  New  York  and  London  of- 
es  and  hasn't  published  audited 
imbers  since  1989 — and  probably 
)n't  until  the  Saudi  government 
ikes  good  on  $1  billion  or  so  of  bad 
ms  to  various  royal  princes. 
With  all  this,  Sheikh  Khalid's  more 
an  80%  family  ownership  of  ncb, 
ice  worth  maybe  $4  billion,  may  be 
:hnically  worth  next  to  nothing. 
ieikh  Khalid's  personal  assets — 
linly  in  National  Commercial 
ink's  equity  and  real  estate  from 
Ida  to  Miami — are  frozen  by  a 


?ikh  Zayed  bin  Sultan  al-Nahyan 
Cl's  real  controlling  owner? 


)rldwide  U.K.  court  order. 
Sheikh  Khalid  has  refused  to  appear 

connection  with  Morgenthau's 
minal  charge.  Unless  Sheikh  Khalid 
[renders  to  be  fingerprinted, 
'oked  and  likely  jailed  in  New  York, 
lcle  Sam  could  win  the  $170  mil- 
n  Federal  Reserve  claim  by  default. 
Sheikh  Khalid  resigned  his  post  as 
:b's  chief  operating  officer  last  year, 
lysically,  he  has  become  a  figure  of 
y.  A  frail  diabetic,  Sheikh  Khalid  is 
rtly  crippled  from  a  car  wreck,  had  a 
art  attack  last  December  and  is 
set  by  angina,  under  treatment  by  a 
Duston  doctor  who  has  had  to  com- 
ite  to  Jidda.  It's  a  toss-up  whether 
'11  live  to  hear  a  verdict  in  any  of  his 
;al  battles,  which  could  go  on  for 
irs.  And  the  world  may  never  find 
t  whether  this  was  a  dumb  rich  man 

simply  a  devious  rich  man  who 
aught  he  could  deal  with  crooks 
d  not  become  tainted.  wm 


By  Leslie  Spencer 

Antietam,  among  the  bloodiest  bat- 
tles of  the  Civil  War,  lasted  only  one 
day.  But  the  battle  that  followed  over 
the  site  has  persisted  for  a  century. 
And  believe  it  or  not,  it  has  added  two 
to  the  death  toll:  In  1912  a  Sharps- 
burg,  Md.  farmer,  John  Bemer,  shot 
dead  the  site's  first  superintendent 
at  Antietam,  subsequendy  killing 
himself. 

A  monument  to  President  McKin- 
ley,  who  had  fought  in  the  battle  as  a 
teenager,  was  built  on  Bemer's  farm 
and  later  transferred  to  government 
ownership  without  any  compensa- 
tion. The  shootings  followed  decades 
of  feuding. 

Ann  and  Howard  Corcoran,  whose 
300  acres  are  near  what  used  to  be  the 
Bemer  farm,  say  they  know  how  that 
old  farmer  felt. 

For  the  past  four  years,  well-en- 
dowed environmental  and  preserva- 
tion groups  who  want  to  increase 
federal  land  ownership  have  found 
willing  partners  in  Park  Service  ad- 
ministrators seeking  to  expand  parks. 
Their  alliance  threatens  farm  owners 
like  the  Corcorans  around  Antietam 
National  Battlefield  as  well  as  local 
businesses  and  homeowners  in  nearby 
Sharpsburg. 

Ann  Corcoran  says  she  and  her 
husband,  a  lawyer  for  the  EPA,  were 
"typical  yuppie  environmentalists" 
when  they  bought  their  prime  farm- 
land bordering  the  Antietam  National 
Battlefield.  They  restored  the  derelict 
1832  farmhouse  that  had  served  as  a 
makeshift  hospital  during  the  battle. 
She  quit  her  job  as  an  Audubon  Soci- 
ety lobbyist  and  set  about  raising  two 
children  and  50  head  of  Polled  Here- 
ford cattle. 

One  day  a  lobbyist  acquaintance 
working  for  the  Arlington,  Va. -based 
Conservation  Fund  showed  up  at  a 
local  landowners  meeting.  "He  told 


me  the  Conservation  Fund  was  quiet- 
ly buying  up  farms  around  the  Antie- 
tam battlefield  with  the  idea  to 
'greenline'  the  county." 

From  her  days  as  a  professional 
environmentalist,  Corcoran  knew 
whom  to  call.  The  Conservation 
Fund  likes  to  buy  land  in  and  around 
national  parks  and  transfer  title  to  the 
Park  Service.  These  "donations" 
blunt  resistance  to  park  expansion, 
easing  congressional  approval.  If  this 
happened  to  the  land  surrounding 
Corcoran's  farm,  her  land  would  be- 
come an  "inholding"  over  which  the 
government  has  the  power  of  eminent 
domain.  The  Corcorans  could  be 
forced  to  sell. 

Corcoran  found  out  that  the  Park 
Service  director  was  encouraging  the 
Conservation  Fund  in  its  plans  at 
Antietam.  So  she  and  several  other 
Sharpsburg  landowners  started  an  ag- 
itation group — Sharp,  for  "Save  His- 
toric Antietam  with  Responsible  Poli- 
cies"— to  make  noise.  After  an  article 
appeared  in  the  Washington  Post  in 
1989,  Sharp  suddenly  gained  an  army 
of  adherents  all  over  the  country.  Says 
Corcoran:  "The  phone  didn't  stop 
ringing.  There  was  a  tremendous  de- 
sire to  talk  to  each  other." 

Land  Rights  Letter,  which  Corco- 
ran publishes  out  of  her  living  room, 
aims  to  connect  them.  Started  in  Jan- 
uary 1991,  it  now  has  paying  sub- 
scribers ($20  a  year)  that  number  just 
shy  of  1,000.  More  recently,  she  has 
helped  form  a  loose  communications 
network,  modestly  called  Alliance  for 
America,  that  links  by  fax  over  500 
property  rights  groups  representing 
about  a  million  people. 

Now  the  older,  "wise-use"  move- 
ment of  western  miners,  foresters  and 
ranchers  who  lease  public  lands  is 
joining  this  mainly  eastern  property 
rights   movement,   adding  another 
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Land  rights 


Land  Rights 
Letter's 
Ann  Corcoran 
"They  just 
wanted  our 
land." 


1,200  organizations. 

More  and  more  people  are  coming 
to  understand  they  are  not  alone  in 
suffering  in  the  federal  government's 
land  grabs.  The  federal  government 
spends  roughly  $250  million  a  year 
buying  land,  the  Park  Service  alone  in 
1992  spending  about  $90  million  on 
18,000  acres.  Land  Resources  Divi- 
sion Chief  Willis  Kriz  says  that  only  a 
smattering  of  properties  were  ac- 
quired by  condemnation,  forcing 
owners  to  sell  at  a  court-mandated 
price.  The  bulk  of  the  deals,  he  says, 
are  with  "willing"  sellers. 

Kriz  is  using  the  term  "willing" 
extremely  loosely.  A  recent  study  for 
the  property  rights  movement  of  the 
1,1 10  Park  Service  acquisitions  seems 
to  show  that  virtually  none  of  the 
owners  sold  voluntarily.  The  degree 
of  pressure  varied,  but  the  Parks  Ser- 


vice message  was  clear:  Sell  your  land 
to  us  or  we  will  take  you  to  court. 

"It's  sale  by  extortion,"  says  Bo 
Thott,  the  study's  author,  a  retiree  in 
Cutler,  Me.  whose  community  was 
being  eyed  for  Park  Service  acquisi- 
tion. "Many  owners  don't  agree  with 
our  appraisal,"  admits  Kriz,  "but  they 
understand  the  inevitability  of  the 
situation."  As  Kriz  uses  the  term,  a 
victim  who  hands  over  his  wallet  at 
the  point  of  a  knife  is  simply  recogniz- 
ing "inevitability." 

Not  everybody  thinks  the  land 
grabs  are  inevitable.  Prodded  by  the 
Farm  Bureau's  lobbying  clout,  three 
states  have  passed  "property  rights 
legislation"  to  resist  regulator}'  tak- 
ings. Twenty-seven  more  states  have 
introduced  bills. 

That  property  owners  are  fighting 
back  doesn't  sit  well  with  some  ex- 


treme environmentalist  organiza- 
tions. The  Wilderness  Society's  recenl 
300-page  state-by-state  review  of  the 
property  rights  movement  amounts 
to  a  search-and-destroy  strategy 
guide  aimed  at  what  its  authors  regard 
as  a  dangerous  "antienvironmental 
backlash." 

What  the  Wilderness  Society  sees  as 
a  dangerous  backlash,  others  see  as 
Americans  standing  up  for  their  tradi- 
tional rights.  For  the  moment  plans  to 
expand  Antietam  are  on  hold,  largely 
thanks  to  local  resistance.  But  there 
isn't  much  doubt  whose  side  the  Clin- 
ton Administration  will  be  on. 
George  Frampton,  currently  awaiting 
confirmation  as  Bruce  Babbitt's  assis- 
tant secretary  for  Fish  &  Wildlife  & 
Parks,  commissioned  the  Wilderness 
Society  complaints  about  property 
owners  who  fight  back.  Hi 
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you  think  like  Warren  Buffett, 
3U  may  be  very  interested  in  Peres 
s  a  cheap  way  to  buy  into  companies 
ke  Citicorp  and  Tenneco. 

Another  option 


y  William  Stern 

fter  Morgan  Stanley  introduced 
■eferred  Equity  Redemption  Cumu- 
tive  Stock  in  1988,  the  market 
lewed  on  these  strange  new  prod- 
:ts  for  a  while,  and  then  spat  them 
ick  out.  With  more  sellers  than  buy- 
s,  the  prices  dropped. 
Result:  There  are  some  pretty  good 
xys  around.  You  can  buy  Peres — as 
ese  things  are  known — secondhand 
1  the  New  York  Stock  Exchange,  at 
metimes  very  attractive  prices. 
So  what  are  Peres?  Essentially,  a 
ausible  way  to  make  a  conditional 
[uity  bet.  Peres  are  available  for  18 
tmpanies,  including  Citicorp,  Gen- 
al  Motors  and  Tenneco. 
A  Peres  is  just  like  a  share  of  corn- 
on,  except  for  two  things:  It  pays  an 
'normally  high  dividend,  and  its  po- 
ntial  capital  gain  is  truncated.  Most 
the  Peres  mature  in  1994  or  1995. 
:  maturity  holders  get  back  a  share  of 
immon,  unless  the  common  is  do- 
g  very  well,  in  which  case  they  get  a 
t  less  than  a  full  share.  By  buying  a 


Peres,  in  other  words,  you  relinquish 
some  of  the  upside  in  return  for  that 
higher  dividend.  A  Peres  is  equivalent 
to  buying  the  common  and  then  sell- 
ing a  call  option  against  your  position. 
Your  option  premium  is  the  oversize 
dividend  you  collect  until  the  Peres 
matures.  The  Citicorp  Peres,  for  in- 
stance, pays  a  $1.22  annual  dividend, 
whereas  Citi  common  pays  nothing. 

Consider  the  Tenneco  Peres.  This 
one  trades  at  40,  while  the  common 
goes  for  49Vi.  The  Peres  expires  Dec. 
31,  1994.  If  Tenneco  common  closes 
that  day  at  42%  or  better — which  it 
probably  will — then  the  Peres  holder 
gets  $42.75  worth  of  Tenneco  com- 
mon handed  to  him  in  exchange  for 
the  Peres.  If  Tenneco  closes  below  that 
cutoff,  he  gets  one  full  share.  Thus,  the 
Peres  holder  can  make  only  a  limited 
capital  gain,  while  he  bears  most  of  the 
risk  of  loss  of  a  common  share  buyer,  a 
risk  somewhat  mitigated  by  the  higher 
dividend. 

Is  this  a  good  deal,  to  have  a  limited 


upside  and  an  unlimited  downside?  It 
depends  on  what  kind  of  investor  you 
are.  For  growth-stock  investors  hunt- 
ing for  a  big  gain,  the  next  Microsoft, 
a  Peres  is  a  very  bad  deal.  It  cuts  off 
their  shot  at  a  big  payoff.  But,  for 
value  investors,  a  Peres  can  make  a  lot 
of  sense. 

Let's  say  you  carefully  figure  the 
breakup  value  of  conglomerate  Ten- 
neco and  come  up  with  $40  a  share. 
You're  happy  to  buy  the  stock  at  38, 
and  if  the  stock  then  slips  to  32,  you 
just  shrug  and  buy  more  of  it.  And  if 
you  buy  at  38  and  the  stock  climbs  to 
43,  you're  happy  to  sell. 

You're  not  trying  to  catch  a  trend 
or  get  on  board  a  great  growth  stock. 
You're  content  to  buy  at  a  discount  to 
intrinsic  value  and  sell  at  a  premium.  If 
the  common  closes  above  the  Peres 
price  cap,  you  intend  to  take  the 
common  shares  handed  to  you  and 
convert  them  to  cash. 

Not  many  investors  have  the  equa- 
nimity to  shrug  when  a  stock  they  buy 


Sird  in  hand 

ssuer   Recent  price                   Peres   Yield    Volatility   Maturity 

Peres            common  cutoff1  Peres            common  embedded  implied  date 

in  Peres  by  option2 

iiticorp                  19                  291A  $20.28  6.4%               0.0%  40.2%                27.6%  11/30/95 

iJR  Nabisco             63/a                 5V4               13.70  13.1  0.0  47.0                 43.0  11/15/94 

'andy                   307/a               29%              39.25  6.9  2.0  28.0                 27.5  4/15/95 

enneco                40                 49V4              42.75  7.0  3.2  32.8                 28.3  12/31/94 

exas  Instruments      38%               69                38.74  5.8  1.0  41.3                 32.0  11/1/94 


Ending  price  of  common  above  which  Peres  holder  does  not  participate,  implied  volatility  of  nearby  option  or  long-term  Leaps  option. 
lources:  PameWebber;  Parallax  Group. 


you  buy  a  Peres,  you  are  effectively  selling  a  call  option— giving  away 

e  potential  for  a  large  capital  gain  in  return  for  an  enhanced  dividend  now. 

r  each  of  these  Peres,  at  least,  you  are  being  well  paid  for  that  option.  How  so? 

icause  the  assumed  volatility  built  into  the  price  of  the  Peres  is  comparatively  high. 
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crashes — or  the  capital  to  buy  more  of 
it.  But  some  do.  Warren  Buffett  is  one 
of  them.  His  Berkshire  Hathaway  re- 
cently sold  puts  on  Coca-Cola  Co., 
collecting  a  $7.5  million  option  pre 
mium.  At  the  time,  Coca-Cola  was 
trading  at  around  39,  while  the  puts 
are  exercisable  at  about  35. 

If  Coca-Cola  crashes,  the  put  buy- 
ers are  going  to  exercise  their  options 
and  Buffett  will  be  stuck  owning  the 
stock,  at  a  price  of  3314  ( the  $35  strike 
price,  less  the  $1 .50-a-share  premium 
Berkshire  collected  for  writing  the  put 
option).  No  sweat,  Buffett  evidently 
figures.  Coca-Cola  is  worth  more 
than  that.  And  if  Coca-Cola  shoots 
way  up,  the  puts  won't  be  exercised 
and  Berkshire  won't  end  up  owning 
the  shares.  It's  a  way  of  saying:  Coca- 
Cola  is  not  worth  owning  at  any  price, 
only  at  a  good  price. 

Let's  go  back  to  your  Tenneco 
Peres.  If  you  buy  one,  you  have  effec- 
tively bought  the  common  and  sold  a 
call  option  against  the  common  at  a 
higher  strike  price  than  you  paid.  As  it 
happens,  this  is  mathematically  the 
same  as  selling  short  a  put  option  on 
the  stock.  Buying  a  Peres  is  like  doing 
what  Buffett  did  with  Coca-Cola. 

What's  your  cost  of  getting  into 
Tenneco?  It's  the  $40  you  pay  for  the 
Peres,  minus  the  $1.80  of  extra  divi- 
dends you  can  expect  between  now 
and  the  maturity  date.  In  effect, 
you're  buying  Tenneco  at  38V4.  But 
you  know  you  are  going  to  get  taken 
out  at  42%  if  the  common  continues 
to  do  well.  If  the  common  tanks, 
you're  stuck  with  Tenneco. 

So,  the  first  question  in  evaluating 
the  Tenneco  Peres  is,  Do  you  sincere- 
ly want  to  own  this  company?  Next: 
Are  you  the  kind  of  person  who  would 
happily  sell  out  if  it  ran  up  quickly,  but 
buy  more  if  it  w  ent  down? 

If  the  answers  to  both  questions  are 
yes,  then  there's  one  more  hurdle. 
Given  the  volatility  in  the  stock  price, 
are  you  being  adequately  compensat 
ed  for  the  call  option  you  are  selling? 
If  not,  you'd  be  better  off  buying 
common  shares  and  shorting  calls  on 
an  options  exchange.  In  the  table  on 
page  45  we  show  five  Peres  that  are 
priced  low  enough  (in  relation  to  the 
guaranteed  dividend  and  other  fac- 
tors) to  make  the  Peres  buyer  well 
compensated  for  the  call  option  em- 
bedded in  the  transaction.  Hi 


When  a  company's  numbers  seem  too  good  to  be  true 
perhaps  they  are.  Latest  example:  Beta  Well  Service. 

From  Russia 
with  doubts 


By  Dana  Wechsler  Linden  with  Paul  Klebnikov 


In  a  very  hot  market  for  new  stock 
issues,  few  are  hotter  than  little  Beta 
Well  Service  Inc.  Beta,  an  Alberta, 
Canada- based  outfit  that  repairs  and 
services  oil  and  gas  wells,  was  nearly 
bankrupt  a  year  ago.  In  January  it 
went  public  at  $4.25  a  unit  (one  share 
of  common  stock  and  one  warrant). 
Recently  the  common  stock  traded 
on  the  American  Stock  Exchange  at 
17%  a  share,  and  a  warrant  at  10%, 
giving  the  company  a  market  value  of 
$160  million. 


Why  all  the  excitement?  Thanks  t 
recent  contracts  to  repair  some  1,10 
oil  wells  in  western  Siberia,  the  coir 
pany  reported  net  income  of  $2. 
million  (62  cents  a  share)  for  th 
quarter  ending  Mar.  31,  compare 
with  a  loss  of  over  $350,000  a  yes 
earlier.  And  Beta  has  been  wowin 
securities  analysts  and  money  manag 
ers  with  claims  of  80%  operating  mai 
gins  in  Russia — received  in  hard  cui 
rency,  not  rubles. 

There's  just  one  problem.  Thos 
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Considering  how  our  phone 
systems  affect  revenues, 
perhaps  we  should  consider 
a  new  design. 

How  would  you  like  a  phone         Lost  customer  calls  are  being 
iystem  that's  designed  not  only  for       recovered.  And  the  sales  just  keep 
naking  calls,  but  for  " 


making  money?  One  that 
ets  you  pick  up  any  line, 
Bven  your  bottom  line? 

Sound  interesting? 
Then  a  ROLM  system 
will  sound  downright  fascinating. 

In  the  case  of  C.R.  England  & 
Sons,  Inc.  trucking  company,  ROLM 
nelped  them  haul  in  a  26%  increase 
in  annual  revenues.  Then  there's 
Acme  Premium  Supply  Company. 
A  ROLM  system  supplied  them  with 
a  25%  increase  in  annual  sales. 

With  customer 
customer;  we  hear  th 
story.  They  can  handl 
more  calls  in  less 
time  without 
adding  people. 


ROLM  is  part  of  the 

Siemens  family. 
The  world's  largest 
private  communication 
systems  manufacturer 


rolling  in. 

It's  not  simply  that 
ROLM  can  offer  more 
sophisticated  features 
than  other  PBX  vendors. 

 We  can.  But  we  also 

take  a  more  intelligent  approach  to 
putting  those  features  together.  We 
take  time  to 
study 


business.  Find  out  how  it  all  works. 
Then  we  develop  a  customized 
solution  that  helps  your  business 
work  faster  Leaner  More  profitably. 

Call  us  at  I-800-ROLM-I23  to 
learn  more.  We'll  send  you  a  free 
video  featuring  a  number  of  ROLM 
business  success  stories. 

Once  you  see  for  yourself  how 
our  phone  systems  are  ringing  up 
sales,  we're  sure  you'll  find  our 
design  is  just  fine  as  is. 


A  Siemens  Company 


Beta  Well  Service 


margins  are  unsustainable. 

Beta's  current  prosperity  owes  to 
Kogalymneftegaz,  the  state-owned 
local  oil-production  association  in  the 
Kogalym  region  of  western  Siberia. 
Kogalymneftegaz  had  more  than 
2,000  oil  wells  down  for  minor  repairs 
and  needed  a  foreign  firm  capable  of 
getting  its  oil  flowing  again. 

For  help,  Kogalymneftegaz  Direc- 
tor General  Vitali  Schmidt  turned  to 
Calgary  Overseas  Development,  a  pri- 
vate Cyprus  firm  whose  principal 
owners  are  Canadian  David  Sellers 
and  a  Russian  emigre  named  Mikhail 
Abramovich. 

It  was  a  plum  assignment,  but  one 
U.S.  oil  service  company,  Quintana 
Petroleum  Corp.,  had  already  turned 
down  the  job.  Why?  Knowledgeable 
sources  say  Quintana  walked  away 
after  being  told  that  it  should  tack  on 
to  its  expenses  an  extra  margin  worth 
millions  of  dollars,  and  that  the  com- 
pany would  be  given  specific  instruc- 
tions as  to  how  to  channel  these  hard 
currency  overpayments  back  to  the 
Russians. 


;  asm 

Derrick  en  route  to  Russian  oil  field; 
a  supply  truck  stuck  in  a  Siberian  bog 
Harsh  operating  conditions  usually 
mean  high  costs.  For  Beta?  High  profits. 


Quintana  didn't  want  to  find  itself 
in  a  position  where  it  could  be  breach- 
ing the  Foreign  Corrupt  Practices 
Act,  but  Schmidt  considered  the  ethi- 
cal point  a  deal-breaker. 

"We've  heard  those  [kickback]  sto- 
ries, too,"  huffs  Calgary  Overseas' 
David  Sellers.  "It's  sour  grapes." 

As  general  contractor  on  the  Rus- 
sian job,  Calgary  Overseas  went  look- 
ing for  a  specialized  oil  well  workover 
firm  to  supply  the  rigs  and  perform 
the  repairs. 

Sellers  concedes  he  had  trouble 
finding  a  subcontractor.  Two  large 
Canadian  firms  turned  the  project 
down,  considering  the  job  too  risky. 
Rut  Beta,  in  default  on  its  bank  loans 
after  ten  years  of  losses,  was  in  a 
position  to  take  a  risk.  In  March  1992 
Beta  Chairman  William  Gordica  and 
Sellers  shook  hands  on  a  deal. 

And  what  a  deal.  According  to  its 


promotional  materials,  Beta  is  getfJ 
paid  steep  fees  by  industry  stj 
dards — $475  an  hour.  These  re  | 
nues  would  normally  go  toward  c< 
ering  an  oil  well  workover  firm's 
bor,  depreciation,  fuel,  transport 
equipment  and  personnel  to  and  frr 
Siberia,  and  so  on.  But  because  Calj 
ry  is  picking  up  many  of  these  4 
penses,  Beta  gets — or  claims — to  ke 
80  cents  of  ever)'  revenue  dollar 
gross  profit. 

Here's  the  rub.  Service  compan 
operating  in  Russia  are  subject 
guidelines  established  by  Russi; 
Ministry  of  Fuel  &  Fnergv,  whi 
approves  all  contracts  with  foreignej 
Profits  of  no  more  than  25%  of  rev 
nues  are  allowed. 

Forbhs  asked  Anatoli  Schatalo 
Russia's  deputy  minister  of  Fuel 
Energy,  what  he  thought  about  B 
ta's  80%  operating  margins.  "This 
some  kind  of  crazy  profit!"  he  e! 
claimed,  adding,  "If  we  discover  vifl 
lations,  we  have  the  power  to  curt£ 
the  contracts  or  bring  them  in  line.' 

Forbes  also  asked  Beta's  partne 
Calgary  Overseas'  Sellers,  why  Beta 
profits  are  allowed  by  the  Russian 
Sellers'  astonishing  response:  "Th 
answer  is  they're  not.  If  it  [the  80 
operating  margin  figure]  were  real: 
true,  they'd  be  out  of  Russia  in 
minute.  What  I'm  suggesting  to  yo 
is  that  [the  margins]  aren't  going  t 
persist.  They're  just  a  new  publ 
company;  they  want  to  look  good." 

Gordica  says  that  Beta's  gross  prof 
has  recendy  declined  slightly — bi 
that  the  bulls'  projections  for  increa: 
ing  profits  this  year  and  next  are  a 
tainable.  "The  Russians  are  sma 
enough  to  figure  out  the  results,"  sa) 
Gordica.  "We're  being  paid  for  oi 
expertise.  If  we  don't  make  that  kin 
of  profit,  why  would  we  go  halfwa 
around  the  world  and  work  in  th 
toughest  terrain  in  the  toughest  cl 
mate  in  the  world?" 

Whatever  happens  to  Beta,  Gordk 
is  in  fine  shape  financially.  He  hole 
2.5  million  shares  of  Beta,  now  wort 
$44  million.  But  already,  as  part  c 
Beta's  initial  public  offering,  he  pocl 
eted  $8.3  million  cash  and  at  least  $ 
million  worth  of  stock  in  Conversio 
Industries,  Beta's  underwriter.  Goi 
dica  is  a  winner,  which  is  probably 
lot  more  than  you'll  be  able  to  say  fc 
most  of  Beta's  shareholders.  ■ 


4<X 
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Liberal. 


Conservative. 


Populist 


An  office  printer  for  everyone. 


The  new  HP  DeskJet  1200C. 
$-1  nr\r\* 


1,699: 


Finally,  someone  has  brought  high- 
quality  color  and  black  &  white 
printing  to  the  people. 

The  Hewlett-Packard  DeskJet  1200C 
represents  a  new  class  of  DeskJet 
printers,  and  it  will  change  the  way 
yon  think  about  printing  in  the  office. 

For  the  clean,  conservative  look,  the 
DeskJet  1200C  prints  shaip  black 
&  white  at  business-printer  speeds 
of  up  to  six  pages  per  minute.  At 
the  same  time,  it  gives  you  easy 
access  to  liberal  amount  s  of  color. 
You  get  bright,  sharp  color  graphics 
and  type  on  plain  paper. 

Not  only  does  the  DeskJet  12.Q0C 
give  you  great-looking  print  quality, 
but  its  as  easy  to  use  as  a  LaserJet 
printer.  And  there  are  powerful 
options  available  for  PostScript™ 
printing  and  networking. 

To  find  out  more  about  the  perfect 
printer  for  the  masses,  call 
1-800-552-8500,  Ext:  7397  ii  >r  t  he 
name  of  the  HP  dealer  nearest  vou.t 


DeskJet  Printers 
Make  it  happen. 


HEWLETT 
PACKARD 


FORT  IS  IS  HERE  TO  PROTEC 


m  a  rapidly  changing  world,  you  and  the  people  you  love  need  solid  financial  answers. 
That's  the  strength  of  Fort  is —  a  worldwide  financial  services  company  $46  billion  strong. 
Built  on  a  foundation  of  solid  answers  for  over  165  years,  Fortis  stands  for  powerful  choices 
when  you  need  health  insurance  with  today  and  tomorrow  in  mind.  Life  insurance  that 


VERYONE  IN  YOUR  CASTLE 


can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the  employer. 
Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And  annuities  to 
help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle.  From 
Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 


(forth 
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For  more  information,  call  your  independent  agent, 
broker  or  financial  consultant,  or  call  1-800-377-7282. 


insurance 


mm 
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National  bankruptcy? 


Not  yet 


By  Peter  Brimelow 

Thai  horrible  thing  on  the  right  is 
Harry  Figgie  and  Gerald  Swanson's 
apocalyptic  vision  of  federal  debt 
growth,  from  their  bestselling  Bank- 
ruptcv  1005:  The  Coming  Collapse  of 
America  and  How  to  Stop  It  (Little, 
Brown  &  Co.,  $19.95).  Figgie,  the 
chief  executive  of  Figgie  Internation- 
al, has  named  it  a  hockey  stick  curve 
after  one  of  his  company's  principal 
products. 

Figgie  and  Swanson's  hook  has 
been  reviewed  sparsely  and  sniffily. 
(  No  reviewyet  in  the  New  York  Times, 
despite  32  weeks  on  the  paper's  best 
seller  list.)  Which  is  a  big  contrast  to 
the  uncritical  reception  the  media  ac- 
corded Ravi  Batra's  1987  Reagan- 
bashing  doom-and-gloom  megabit, 
The    Great    Depression    of  1000 

(Forbes,  Sept.  7, 1087). 

Must  be  something  in  the  water.  Or 
in  the  White  House. 

Figgie,  like  Batra,  indulges  in  scare 
mongering.  But  1005,  unlike  1000, 


does  bear  a  definite  resemblance  to 
ec<  »nomics. 

So  let's  consider  Figgie's  proposi- 
tion. Are  we  really  borrowing  our- 
selves into  bankruptcy? 

In  the  economics  game,  you  have 
to  watch  the  statistical  ball,  not  the 
graphical  hockey  stick.  Figgie  and 
Swanson's  chart  derives  much  of  its 
impact  from  being  unadjusted  for  in- 
flation or  economic  growth.  From 
that  perspective  (see  chart,  below),  the 
national  debt  burden  seems  neither  as 
new  nor  as  nasty. 

But  it  is  going  up — the  issue  is  real. 
Particularly  when  viewed  in  terms  of 
what  really  counts:  the  burden  of 
interest  on  the  debt  (see  chart,  opposite 
page).  This  is  where  the  rubber  meets 
the  road — or,  more  precisely,  where 
the  rubber  check  could  meet  anyone 
receiving  money  from  Washington, 
because  interest  payments  could 
eventually  crowd  out  all  other  gov- 
ernment spending. 


140  % 

140  % 

120    Federal  debt  as  percent  of  GDP1 
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80 

1800      1820      1840      1860      1880      1900      1920      1940     1960  1980 

:  Gross  domestic  product. '  Estimate.  •, 
Sources.-  Department  of  Commerce/ 1 791  -)886  estimates  based  on  American  Enterprise  Institute  data 


Hockey  stick  hell? 

Figgie  and  Swanson's  projection  of  feder- 
al debt  buildup  (right)  is  dramatized  by 
being  shown  in  isolation  (even  apart  from 
the  question  of  accuracy).  In  fact,  the 
U.S.  has  survived  worse  debt  burdens 
relative  to  its  economy's  size  (above). 
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Source 


The  interest  burden  on  the  federal 
ebt  is  virtually  at  an  alltime  high.  It  is 
^nsiderably  above  its  level  immedi- 
:ely  after  World  War  II,  despite  the 
ct  that  the  actual  debt  burden  at  that 
me  towered  over  the  debt  burden 
)day.  Reason:  Interest  rates  today 
'e  much  higher. 

On  the  other  hand,  the  interest 
arden  was  very  high  after  the  Civil 
far.  But  the  economy  survived.  And 
jday's  interest  burden  is  dwarfed  bv 
deral  receipts  (see  chart,  right).  A 
latively  large  increase  in  the  interest 
urden  could  seemingly  be  accom- 
odated by  a  relativelv  small  increase 
i  government  grabbing. 

The  difficulty  is  that  Americans 
ive  proved  remarkably  good  at  re- 
sting government  grabbing, 
hrough  years  of  tax  increases  and  tax 
its  since  1960,  by  avoidance,  eva- 
Dn  or  just  plain  not  working,  they 
ive  held  the  federal  government's 
inual  take  to  just  less  than  20%  of 
3P.  So,  to  feed  their  spending  habits, 
ie  politicians  have  resorted  to  heavy 
arrowing.  Borrowing  was  just  easier 
lan  taxing. 

Which  is  probably  why  Washing- 


ton is  so  interested  in  the 
kind  of  broad-based  con- 
sumption taxes  that  have  al- 
lowed European  governments 
to  grab  so  much  more  of 
national  income. 

Forbes  has  argued  (Mar. 
15)  that  the  growing  govern- 
ment share  of  the  economy  is 
generally  more  damaging  than 
budget  deficits.  But  there  are 
specific  situations  in  which 
deficits  can  become  a  prob- 
lem. One  of  them  is  the  so- 
called  debt  trap  (see  inset, 
right).  If  the  effective  real  in- 
terest rate  on  the  national  debt 
exceeds  economic  growth,  the 
interest  burden  as  a  share  of 
GDP  will  compound  even  if 
there  is  no  budget  deficit.  And 
if  there  is  a  budget  deficit  that, 
as  a  share  of  GDP,  exceeds  the 
economic  growth,  that  will 
tend  to  exacerbate  the  in- 
terest burden  further. 

Ultimately,  without 
more  successful  govern- 
ment grabbing,  a  crunch 
is  possible.  There  is  a 


Bankruptcy 


Projected  federal  interest  8.8% 
payments  as  percent  of  GDP 
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Bankruptcy  1995: 


Printing  money— Latin  America*  versus  the  U.S. 

I  Monetization  (percentage  of  government  debt  held  by  central  banks) 


Government  bond  yields 
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'Averages  (or  Argentina,  Bolivia,  Brazil  and  Mexico. 
Source:  H.C.  W»inwight  &  Co.  Economics.  Inc. 


point  lurking  behind  Figgie's  hock- 
ey stick. 

But  rather  far  behind.  Both  the 
current  effective  interest  rate  (6.6%) 
and  the  deficit  (5%)  exceed  recent 
dismal  growth  (1%).  If — unthink- 
ably — the  economy  remained  in  this 
trap  for  20  years,  the  interest  burden 
would  rise  only  to  8.8%. 

And  need  a  federal  budget  crunch 
precipitate  hyperinflation?  In  an  inci- 
sive study  of  "Armageddon  Eco- 
nomics" which  was  recently  issued  by 
Boston-based  consultants  H.C. 
Wainwright  &:  Co.  Economics,  Inc., 
Richard  Salsman  argues  that  "public 
debt  is  not  directly  or  inherently 
inflationary." 

What  matters,  Salsman  says,  is 
monetary  policy.  Governments  can 
make  deficits  a  problem  if  they  mon- 
etize them.  Salsman  calculates  that 
the  central  banks  of  the  Latin  Ameri- 
can countries  that  recently  experi- 
enced hyperinflation  eventually  fin- 
ished up  buying  all  government 
debt — in  effect,  printing  the  money 
the  government  was  borrowing  (see 


chart,  above). 

The  U.S.  is  just  not  in  the  same 
league.  In  fact,  the  U.S.  has  been 
steadily  monetizing  even  less  of  its 
debt— down  from  a  1973  high  of  1 7% 
to  a  low  of  7%  in  1992. 

Warning:  Don't  be  deceived  by  our 
charts1  vertical  scale.  The  U.S.  had  a 
rough  inflation  experience  in  the  late 
1970s.  But  by  its  own  standards — 
which  are  not  (thankfully)  those  of 
Latin  America.  U.S.  government 
bond  yields  peaked  at  nearly  14%, 
about  twice  current  levels.  By  con- 
trast, the  Latin  Americans''  average 
government  bond  yield  skyrocketed 
above  340%. 

And  bond  yields  are  what  Wain 
wright's  Richard  Salsman  argues  we 
should  be  watching.  The  quantity  of 
debt,  he  says,  matters  less  than  its 
quality — its  price. 

Salsman's  approach  is  that  financial 
markets  are  efficient.  They  are  the 
best  judge  of  future  risk.  Bond  mar- 
kets adjust  for  risk  by  falling,  offering 
investors  greater  current  yield.  But  in 
recent  years  government  bonds  have 


Latin  American  countries 
that  have  experienced 
hyperinflation  also 
experienced  vast  monetary 
expansion.  Government  bond 
yields  reacted  accordingly. 
The  U.S.  is  just  not  in  the 
same  league.  Its  bond  yields 
agree.  And  at  the  moment, 
it  doesn't  seem  likely 
to  get  there  anytime  soon. 


been  strengthening,  which  seems  t< 
suggest  the  market  is  not  worried. 

"Don't  panic — yet,"  says  Salsmai 
of  U.S.  government  finances.  Eventu 
ally,  Washington  could  arrive  at  Ar 
mageddon.  But  there  will  be  man 
escape  routes  on  the  way,  includinj 
even  privatization  or  cutting  a 
off-budget  commitments  like  Socia 
Security  rather  than  defaulting  oi 
government  debt  or  triggerinj 
hyperinflation. 

And  if  Armageddon  looms,  th 
bond  market  will  let  us  know.  Bank 
ruptcy,  1995,  no.  ■ 
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A  luxury  sedan  so  unique, 
its  capable  of  thought. 


The  Mazda  929 


Now  there's  a  luxury  sedan         computer,  an  automotive  first.  Turn  on  the  wind- 


that  thinks  like  a  human.  By  using  the  same  kind  shield  wipers  when  it  rains,  and  the  climate  control 


of  processes  that  let  you  make  choices  and  solve         knows  to  automatically  turn  on  just  enough  air 


puzzles,  the  Mazda  929  can  conditioning  to  dehumidify  the  interior.  Or  park 

anticipate  many  things  you  in  the  sunlight,  and  an  available  solar-powered  ven- 

want  to  do.  And  then  do  them         tilation  system  knows  to  activate  fans  to  help  cool 


for  you.  &&•  Drive  up  a  steep  hill,  for 


instance,  and  you'll  find  that  the  929 


cruise  control  maintains  a  steady  speed     A,r  ba&  are  standard  for  both 

driver  and  front  passenger. 


without  annoying  and  unwanted  shifts- 
thanks  to  its  advanced  "fuzzy  logic" 


Also  standard  is  a  computer- 
controlled  Anti-lock  Brake 
System  to  help  you  keep  con- 
trol during  hard  braking.  And 
that's  a  comforting  thought. 


the  cabin,  to*  So  while  you'll  certainly 


appreciate  the  929's  V6  power,  its  sculpted 


shape,  and  luxuries  such  as  the  avail- 


able leather  trim,*  what  you  may  like 


most  is  the  way  this  car  thinks. 


Standard  features  include  a  Preferred  Maintenance  Plan,  covering  deductible,  "bumper-to-bumper"  limited  warranty.  For  details  on 

all  scheduled  maintenance  for  15  months  or  15,000  miles.  24-hour  these  plans  see  your  dealer.  For  a  free  brochure  on  the  929  or  any 
Roadside  Assistance  Program.  And  a  36-month/50,000-mile,  no-         new  Mazda,  call  1-800-639-1000. 

Scats  upholstered  in  leather  except  for  back  side  of  front  seats,  bottom  cushion  side  panels,  and  other  minoT  areas  ©  1992  Maxda  Motor  of  America,  Inc 


Unfortunately,  a  hole  in  the  ozone  layer  may 
be  coming  to  a  town  near  you. 


Dangerous  rays  from  outer  space  are  invading 
the  earth.  Holes  in  the  ozone  layer  allow  dangerous 
rays  to  slip  through  the  earth's  protective  shell. 
These  rays  have  been  linked  to  many  potential 
environmental  and  health  hazards.  And  if  you  think 
these  holes  are  just  over  the  South  Pole,  you're 
wrong.  They  may  be  forming  right  over  your  head. 

That's  why  Matsushita  has  developed  a 
sophisticated  ozone  sensor,  called  the  Improved 
Limb  Atmospheric  Spectrometer  (ILAS),  proposed 
and  requisitioned  by  the  Japan  Environment  Agency 
It  will  yield  extremely  precise  data,  because 
it's  the  first  satellite-mounted  sensor  that  can 
simultaneously  measure  concentration,  temperature 
and  pressure  in  the  ozone  layer.  It's  also  the  first 
sensor  with  a  thermal  detector  that  does  not  require 
a  cooling  system.  The  Matsushita  Ozone  Sensor 
will  be  mounted  on  the  Advanced  Earth  Observing 
Satellite  to  be  launched  by  the  National  Space 
Development  Agency  of  Japan. 

Matsushita  is  hard  at  work  phasing  out  the  use 
of  CFCs  from  manufacturing  processes.  And  when 
the  sensor  begins  its  work,  it  will  help  identify  other 
hazards  to  the  ozone  layer.  At  Matsushita,  we're 
not  only  concerned  about  our  products,  we're 
concerned  about  our  planet. 


Matsushita  Electric 

Panasonic  Technics  Quasar 


mm. 


Red  Adair  has  been  knocked  out  by  poison  gas, 
crushed  by  an  errant  crane  and  blown  60  feet 
into  the  air.  Now  he's  facing  something  harder 
for  him  to  handle— competition. 

"They  couldn't 

find  their  ass 
with  radar" 


By  Randall  Lane 


Oil  well  fire  fighter  Red  Adair,  with  his  boat  "Blow  Out" 
A  Texas  legend  stiS!,  but  competition  has  arrived. 
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Throughout  the  1960s  and  197C 
oil  well  fire  fighter  Paul  (Red)  Ad; 
used  the  world's  simplest  fee  sche 
ule:  After  squelching  a  fire,  he  won 
close  his  eyes,  think  of  a  number  at 
then  write  it  down.  If  he  liked  you, 
might  be  a  few  hundred  thousai 
dollars.  If  the  job  was  tough,  or 
wanted  a  new  boat,  the  fee  oft< 
topped  $1  million.  Either  way, 
producers  rarely  complained  and 
ways  paid  in  full. 

They  hadn't  much  choice.  Tl 
work  was  dangerous  and  those  fi 
fighters  who  weren't  killed  in  actk 
often  retired  early.  Very  early.  But  n 
Adair,  whose  exploits  inspired  d 
1969  John  Wayne  movie  Hellfighte 
So  you  called  Adair  or  let  your  inves 
ment  go  up  in  black  smoke. 

Adair's  story  is  one  the  Duke  appr 
ciated.  Of  humble  south  Texas  01 
gins,  he  got  rich  by  risking  his  li 
regularly:  Forbes  estimates  Adair  h 
netted  over  $100  million  during  r 
5 3 -year  career.  Those  who  shared  tl 
risks  with  him  made  out  handsomel 
too.  There  were  Cadillacs  for  his  er 
ployees  and  $5,000  bar  tabs  for  tl 
benefit  of  those  who  happened  to  I 
drinking  when  Red  blew  into  a  plac 

At  78,  Red  Adair  no  longer  risks  r 
neck,  just  his  capital.  Gone  are  d 
days  when  he  ventured  into  800-foo 
high  fires  to  set  nitroglycerin  charge 
Adair  still  travels  to  jobs,  but  tl 
physical  work  is  done  by  eight  en 
ployees,  some  of  whom  earn  up 
$200,000  a  year.  You  can  retain  R< 
Adair  Co.  for  a  preset  rate,  whi< 
peaks  at  $7,000  per  day  per  ma 
Adair  even  runs  ads  in  trade  journal 

That's  because  Adair  now  has  con 
petition.  Today  there  are  eight  priva 
firms  and  eight  government- spoi 
sored  teams  providing  well-fire  ar 
"blowout"  (out-of-control  gushe 
services  worldwide.  In  May  one  con 
petitor  capped  a  blowout  in  Louisiai 
at  an  $l,800-a-day  rate.  "I  wouldr 
even  look  at  it,"  says  Adair  of  d 
Louisiana  job.  "This  day- rate  stul 
I've  never  been  fond  of  it,  because 
you  have  the  know  ledge  to  do  a  jc 
quick,  you  really  don't  get  paid  for  ti 
knowledge  you  have." 

The  Gulf  war  proved  the  turnir 
point.  After  Saddam  Hussein's  | 
treating  troops  left  over  700  oil  we] 
aflame  in  Kuwait  in  early  1991,  Ada 
was  called  in.  So  were  his  three  estal 
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DNCE  YOU'VE  STAYED  AT  THE 
-IOTEL  MILLENIUM, 
SWIMMING  WITH  THE  SHARKS" 
MES  ON  A  WHOLE  NEW  MEANING. 


takes.  So  you  need  a  hotel  that  plays  by  your 
rules.  Well,  it's  here.  The  Hotel  Millenium — 
the  first  business  hotel  with  a  Wall  Street 
address  and  a  Wall  Street  philosophy: 
nothing's  unreasonable,  including  the  im- 
possible. A  fresh  shirt  at  2  a.m.?  A  perfectly 
grilled  steak  at  3?  A  personal  computer 
delivered  to  your  room?  We  do  it  all.  Every 
day.  24  hours  a  day.  Because  we  know  we 
can't  do  away  with  the  stress  of  business.    T  H  E  hotel 
But  we  can  arm  you  with  every  executive  A 
requirement.  Including  serenity.  fl 

When  you're  ready  to  experience  execu- 
tive travel  the  way  you  want  it,  where  you 
want  it,  call  (800)  835-2220,  (212)  693-2001  MILLENIUM 
or  your  travel  planner.  IT'S  ABOUT  TIME. 

For  reservations,  call  (800)  835-2220 

The  Hotel  Millenium,  55  Church  Street 

New  York,  NY  10007 

Across  from  the  World  Trade  Center 


"Accutrade 

represents 
real  value  to 
the  investor." 


— Randall  J.  Thompson,  President 

Compare  SERVICE: 

■  Enter  orders  24  hours  a  day* 

■  Fast,  accurate  executions 

■  Timely  confirmations  of  trades 

■  Receive  stock  quotes  24  hours  a  day 

■  SIPC  account  protection 

■  $2.5  million  additional  protection 

■  Brokers  available  to  assist  you 

Compare  PRICE: 

■  3<t  per  share  regardless  of  stock  price 

■  $48  minimum  commission 

■  No  hidden  fees 

■  $5,000  minimum  equity  to  open  account 


® 


1000  shares 
of  a  $20  stock 

2000  shares 
of  a  $20  stock 

Dean  Witter 

$424 

$652 

Merrill  Lynch 

260 

400 

Charles  Schwab 

144 

188 

Waterhouse 

112 

175 

Accutrade 

$48 

$60 

Phone  comparison  done  2/26/93 


For  free,  no-obligation  information,  call  toll-free 

1-800-592-4600 

Accutrade 


182  2  Douglas  Street  •  Omaha,  Nebraska  68102 

MEMBER  NASD  /  SIPC 

*Orders  executed  during  normal  market  hours.  SIPC  account  protection  is  $500,000  with  $100,000  for 
claims  for  cash.  Accutrade "  is  a  registered  trademark  of  First  National  Brokerage  Services. 

RDJ633 


Whether  you're  starting  a  new  business  or  moving  to  a  new  location,  our  trained 
ur  problems.  With  just  one  quick  phone  call,  Cort  can  give  your  business  the  look  of 


consultants  can  solve 
success  it  deserves. 


GOKT 

FURNITURE  RENTAL 


You  Handle  The  Business.  We'll  Handle  The  Furniture™ 


Call  today  for  the  Cort  Showroom  n,  ar  you;  1-800-Q62-CORT.  O  vet  75 h  ome  an  J  office  showrooms  from  coast  to  coast. 

In  Houston,  operated  as  Finger  Furniture  Rental  and  in  New  Orleans,  operated  as  We>ncr-Cort  Furniture  Rental. 


Assume  this  is  a  business  risk  worth  taking. 


First,  lets  discuss  parachutes. 

Before  business  leaps  at  opportunity,  it  capital  both  here  and  abroad, 
must  be  equipped  to  handle  risk.  Whether  you  need  credit  or  credit  enhance- 

Which  is  why  many  of  the  top  500  corpo-  ments,  customized  risk  management  products 

radons  in  North  America  mm  to  Union  Bank  or  services,  asset  securitization  or  leveraged 

of  Switzerland  as  a  leading  financial  resource.  finance,  UBS  can  design  the  right  solution. 

As  one  of  the  world's  largest  banks,  and  In  any  major  currency  and  capital  market, 

arguably  the  strongest,  we  apply  our  Triple-A  In  good  times  and  bad. 
rated  strength  in  ways  that  are  impressive.  For  a  bank  equipped  to  support  your 

Our  global  perspective  and  breadth  of  efforts  in  North  America  as  well  as  abroad, 

capabilities  are  impressive,  too.  Because  the  depend  on  Union  Bank  of  Switzerland. 
UBS  network  offers  the  full  range  of  on-  and  We'll  be  there  to  help  you  land  safely 

off-balance  sheet  solutions  to  sourcing  on  your  feet. 


As  global  as  business  itself. 


Union  Bank 
of  Switzerland 


the  U.S.,  UBS  operates  through  various  branches  and  subsidiaries  with  headquarters  at  299  Park  Avenue,  New  York,  NY  10171 
her  offices  in  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 


Class  differences  in  the  black  community  are 
almost  the  opposite  of  how  they  are  conceived 
in  the  media.  Most  black  conservatives 
come  from  a  working-class  background. 

Follow  the  money 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Bid  whist  was  a  card  game  played  in 
die  British  upper  classes  in  the  18th 
century,  but  today  it  is  almost  exclu- 
sively confined  to  working-class 
blacks  in  the  United  States.  Back  in 
the  1960s,  when  blacks  first  appeared 
on  the  Cornell  University  campus  in 
significant  numbers,  I  concluded  a 
discussion  with  a  black  woman  who 
ran  the  minority  students  program 
there  by  saying: 

"Well,  now  that  there  are  so  many 
other  blacks  on  campus,  maybe  I 
can  get  a  game  of  bid  whist  going 
sometime." 

"I  play  bridge,"  she  said  coldly.  She 
was  making  a  statement  about  class. 

Class  differences  within  the  black 
community  are  almost  the  opposite 
of  how  they  are  conceived  in  the 
media,  when  media  people  are  aware 
of  such  differences  at  all.  The  civil 
rights  establishment  has  traditional- 
ly been  the  preserve  of  people  from 
the  black  middle  class,  while  most  of 
their  critics  within  the  black  commu- 
nity— the  so-called  "black  conserva- 
tives"— have  come  from  a  working- 
class  background. 

Justice  Clarence  Thomas'  humble 
origins  are  of  course  well  known,  but 
Walter  Williams,  Tony  Brown  and 
many  other  "black  conservatives" 
have  similar  origins.  Such  patterns  of 


ideological  and  social  class  differ- 
ences go  all  the  way  back  to  the  days 
of  Booker  T.  Washington  and 
W.E.B.  Du  Bois. 

Booker  T.  Washington  rose  from 
poverty,  while  his  more  militant  rival 
Du  Bois  grew  up  in  a  predominantly 
white,  middle-class  New  England 
community.  Washington  moved  easi- 
ly among  rural  and  working-class 
blacks  and  talked  to  them  in  a  lan- 
guage they  readily  understood,  while 
the  aristocratic  Du  Bois  was  at  home 
only  with  the  elite,  whether  black 
or  white. 

One  measure  of  Du  Bois1  aloofness 
was  that  he  usually  said  not  a  word 
when  he  went  to  a  black  barbershop 
for  a  haircut.  Du  Bois  lived  at  409 
Edgecombe  Avenue,  when  that  was 
Harlem's  most  prestigious  address,  a 
building  with  uniformed  doormen 
and  a  fancy  entrance.  As  a  teenager,  I 
delivered  groceries  there — through 
the  service  entrance. 

A  recent  parallel  to  the  Washing- 
ton-Du  Bois  social  difference  is  that  of 
Thurgood  Marshall  and  Clarence 
Thomas  in  the  Supreme  Court,  where 
blacks  working  in  the  building  have 
established  a  rapport  with  Justice 
Thomas  that  they  never  had  with 
Justice  Marshall. 

Ironically,  white  liberals  in  the 
media  and  elsewhere  are  quick  to 
assume  that  blacks  who  criticize  the 
welfare  state  are  middle-class  people 
who  don't  understand  what  it  is  like 
to  live  in  the  ghetto.  Often,  when 
confronted  with  the  reality,  they  are 
unchastened  by  being  proved  dead 
wrong  and  then  proceed  to  assume 
that  these  "black  conservatives" 
must  have  "sold  out"  in  order  to 
get  ahead. 

While  some  people  in  all  groups  do 
in  fact  sell  out  in  one  way  or  another, 
nobody  sells  out  to  the  lowest  bidder. 
For  blacks,  die  real  money  is  to  be 


made  on  the  other  end  of  the  politic 
spectrum. 

When  Clarence  Thomas  had  to  n 
veal  his  net  worth,  as  part  of  tl 
Supreme  Court  confirmation  proces 
it  came  to  less  than  half  of  w  hat  son 
of  the  black  civil  rights  leaders  mal 
every  year.  Once,  when  I  was  invite 
to  meet  with  one  of  these  leaders  in  h 
hotel  suite,  I  was  amazed  to  see  tl 
opulence  of  his  quarters,  which  ii 
eluded  a  spiral  staircase  leading  froi 
his  downstairs  rooms  to  the  upstai 
rooms  in  the  suite. 

There  is  no  money  to  be  mac 
advocating  that  government  soci 
programs  be  cut  or  eliminated.  Even 
you  convince  people  to  do  it,  th( 
don't  need  your  help  to  carry  out  tl 
reductions.  It  is  when  you  advoca 
more  government  programs  th 
there  is  money  to  be  made  runnir 
those  programs,  researching  tho: 
programs  and  serving  as  a  consultai 
to  those  programs. 

There  is  also  no  great  demand  f< 
black  conservatives  to  speak  on  cc 
lege  campuses.  But  Anita  Hill  or  Loi 
is  Farrakhan  can  command  five-figu 
fees  to  give  talks  on  campuses  fro 
coast  to  coast. 

Not  only  money,  but  pow  er  an 
influence  as  well,  are  more  reaui 
available  to  blacks  on  the  politic 
left.  A  couple  of  years  ago,  a  profe 
sor  of  English  at  a  well-known  eli 
college  suggested  that  his  institutic 
make  an  offer  to  Shelby  Steele  to  joi 
its  faculty.  However,  because  Stee 
has  written  critically  ab>out  affirm; 
tive  action  and  the  victim  mentalit 
the  professor  was  told  that  the  can 
pus  black  caucus  would  veto  tl 
appointment. 

"Wait  a  minute,"  he  said,  "I  meai 
an  appointment  in  the  English  $< 
partment,  not  Black  Studies.  Steele 
an  English  professor."  The  black  cat 
cus  would  still  veto  the  appointmen 
he  was  told. 

'Serious  discussions  of  the  racial  an 
social  policies  of  this  country  requii 
all  the  different  viewpoints  possibl 
Yet  those  with  a  virtual  monopoly  i 
the  media  and  in  academia  have  evei 
incentive  to  maintain  that  monopol 
The  claim  to  be  speaking  for  tl 
whole  black  community  is  part  of  tl 
process  of  safeguarding  their  mono[ 
oly.  So  is  discrediting  anyone  wh 
disagrees.  ■ 
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P    A    R    S    I    F    A  L 


18  K  Gold  and  Steel 
Collection 

SAKS  Fl  FT  H  AVE  N  U  E 

to  order,  1-800-562-4485 

RAYMOND  WEIL 

GENEVE 

For  a  brochure  write  to:  Raymond  Weil,  Dept  AD,  587  Fifth.  Avenue,  New  York,  N.Y.  10017 


-  18  K  Cold  Plated  Case  and  Bracelet 
■  Water  Resistant  to  90  ft.,  Mineral  Crystal 
-  Dials  set  with  Lead  Crystal  Stones 
or  Hand  Applied  Roman  Numbers 


RAYMOND  WEIL 

GENEVE 


"When  a  company  does  something 
only  because  it  is  subsidized,  it  is  sure 
to  fail,"  says  Alain  Prestat.  Prestat 
speaks  from  bitter  personal  experi- 
ence. He  manages  a  state-owned 
company  that  was  crippled  by  govern- 
ment subsidies. 

Prestat  is  chief  executive  of  France's 
$5.8  billion  (1992  sales)  Thomson 
Consumer  Electronics,  a  subsidiary  of 
state-owned  defense  and  electronics 
firm  Thomson  S.A.  Hoping  to  make 
France  a  leader  in  high-definition  TV, 
France's  planners  lavished  an  estimat- 
ed $1  billion  in  subsidies  on  Thom- 
son, one  of  the  world's  largest  makers 
of  TVs  and  picture  tubes.  Through  its 
ownership  of  the  RCA  and  GE  televi- 
sion brands,  Thomson  is  the  biggest 
producer  of  TV  sets  in  the  U.S. 

Thomson's  HDTV  follies  began  in 
the  mid-1980s.  The  Japanese,  led  by 
Sony  Corp.  and  nhk,  the  state-con- 
trolled broadcaster,  had  just  rolled 
out  the  world's  first  HDTV  system,  an 
analog  broadcast  system  that  pro- 
duced exceptionally  clear  pictures. 

But  France  has  high  technological 
ambitions,  and  its  bureaucrats  identi- 
fied high-definition  TV  as  where  they 
wanted  to  be.  In  1986,  after  repelling 
a  Japanese  proposal  for  a  uniform 
global  HDTV  standard,  the  French  led 
other  European  governments  in 
funding  a  European  HDTV  system. 
The  new  system,  called  HD-Mac,  was 
no  better  than  the  Japanese  technol- 
ogy. But  it  was  European. 

France's  national  champion  in  the 
HDTV  race  was  Thomson,  then  but  a 
medium-size  player  in  the  global  TV 
market.  The  choice  for  Thomson  was 
either  to  expand  or  disappear,  so  the 
French  government  helped  Thomson 
expand. 

GE  Chairman  Jack  Welch  played  the 
French  like  a  violin.  Welch  had  want- 
ed to  get  out  of  the  low-profit  TV  set 
business.  He  met  with  Thomson  ex- 
ecutives in  1987  and  allowed  himself 
to  be  talked  into  selling  out.  His  price: 
about  $800  million  and  Thomson's 
medical  equipment  business.  Thom- 
son invested  over  $300  million  to 
modernize  RCA  and  GE  factories  in 
Indiana  and  Ohio.  Now  a  major  play- 
er in  the  world  TV  market,  Thomson 
was  ready  to  match  the  Japanese  on 
analog  HDTV. 

Soon  the  Americans  were  playing 
the  HDTV  game,  too.  The  U.S.  TV 
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j.  Hyundai  continues  its  commitment  to  advanced  technologies ; 
innovations.  In  1992,  we  introduced  the  next  generation  I 
DRAM  chips,  firmly  establishing  ourselves  as  a  new  force  in  electronics. 

Hyundai's  Excel,  Sonata  and  Elantra  have  gained  fame  in  the  world's  i 
markets  since  1986,  setting  the  stage  for  the  introduction  of  the  HCD-2  spc 

car  in  1993.  This  truly  unique  coupe-si 
sports  car  embodies  Hyundai  Motor's  n 
in  performance  and  aesthetics. 

Hyundai  is  also  focusing  its  R&D 
endeavors  on  environmentally  sound  tech- 
nologies. As  a  result,  we've  developed  the 
magnetic  levitation  train  free  of  noise  and 
air  pollution,  a  revolution  in  mass  transit  systems  of  the  future. 


AUTOMOBILES,  ELECTRONICS,  SHIPBUILDING,  ENGINEERING  AND  CONSTRUCTION,  MACHINERY  AND  EQUIPMENT,  PETROCHEMICALS, 


Hyundai's  expertise  in  turn-key  base  engi- 
neering and  construction  pro  jects  world - 
j  wide  has  earned  us  more  than  US$24  billion 
mr  in  overseas  contracts.  Some  of  our  projects 

e  been  completed  even  in  the  most  difficult  environmental  conditions,  from 
eria  to  the  South  Pole. 

Hyundai,  as  a  leader  in  the  world's  shipbuilding  industry,  has  delivered  over 
1  vessels  including  some  of  the  world's  largest  supertankers. 
3  recently  launched  Moss-type  LNG  carrier  is 
esult  of  our  leading-edge  technologies 
1  innovative  designs. 

From  chips  to  ships. . . 
mdai.  Making  life  better  through  quality  and  innovation. 


HYUNDAI 

Building  a  better  future  for  everyone 


jPORTATION.  Find  out  how  Hyundai  can  help  you: Hyundai  Corporation  K.P.  0.  Box  92,  Seoul,  Korea.  Tel (82 -2)746-187 3,  Fax(82-2)74l-234l. 


Let  the 
market 
decide 


MIT  Media 
Laboratory's 
Nicholas 
Negroponte: 
The  FCC  should 
not  force 
broadcasters  to 
adopt  digital  HDTV. 


The  illusion  that  gov- 
ernments can  guarantee 
technological  leadership 
for  their  countries  has  cost 
French  taxpayers  clearly. 
The  director  of  the  MIT  Me- 
dia Laboratory,  Nicholas 
Negroponte,  fears  that  the 
U.S.  may  yet  fall  into  the 
same  trap. 

What  worries  Negro- 
ponte is  this:  The  Federal 
Communications  Com- 
mission is  currently  consid- 
ering an  application  by  a 
group  of  American  and  Eu- 
ropean (but  no  Japanese) 
companies  to  establish  a 
single  hdtv  standard  for 
both  transmission  of  signals 
and  picture  representa- 
tion. Setting  an  American 
transmission  standard  is 
fine,  argues  Negroponte. 
But  he  is  against  setting  a 
unique  American  picture 
standard  for  cameras  in 
the  TV  studio  and  for  the 
television  receiver  back 
home.  This  would  impede 
the  global  flow  of  pro- 
gramming. A  program  pro- 
duced in,  say,  Hollywood 
could  not  easilv  be  shown 


in  Holland. 

"We  would  never.de- 
sign  a  telephone  system  in 
which  you  couldn't  com- 
.numicate  with  people  on 
other  continents,"  says 
Negroponte.  He  argues 
that  the  FCC  should  en- 
courage the  hdtv  group  to 
merge  its  digital  picture 
standard  with  that  of  the 
Motion  Picture  Experts 
Group,  the  body  that  has 
been  developing  an  inter- 
national digital  video  stan- 
dard for  multimedia 
computing  as  well  as  broad- 
cast TV.  Such  a  merger 
would  allow  American- 
made  digital  program- 
ming to  be  marketed  any- 
where. As  Negroponte 
testified  in  congressional 
hearings  in  May: 

"America  is  the  single 
largest  exporter  of  informa- 
tion and  entertainment 
products.  To  look  at  job 
growth  only  as  that  which 
is  created  by  screwing  to- 
gether TV  sets  is  short- 
sighted. The  second-order 
effects,  including  whole 
new  information  indus- 
tries, are  where  new  jobs 
will  be  found." 

Also,  instead  of  forcing 
broadcasters  to  use  their 
channels  for  hdtv,  as  it  is 
currently  proposing,  the 
FCC,  says  Negroponte, 
should  leave  broadcasters 
free  to  provide  whatever 
digital  products  they  want. 
One  broadcaster  may 
want  to  use  his  channel  to 
broadcast  a  single  digital 
hdtv  station.  Another  may 
want  to  use  his  bit  of  spec- 
trum to  broadcast  four  dig- 
ital channels  of  standard 
television.  Yet  another  may 
want  to  broadcast  three 
standard  digital  TV  signals, 
while  providing  E-mail, 
fax  and  paging  services. 

Trust  the  market, 
Negroponte  is  saying. 


industry,  led  by  Zenith  Electronics 
Corp.,  lobbied  Washington  to  pro- 
mote an  American  version  of  an  ana- 
log-based HDTV  standard,  and  de- 
manded subsidies.  Fortunately,  the 
Bush  Administration  kept  its  head 
and  ignored  the  calls  for  an  HDTV 
industrial  policy.  It  w  as  a  good  call.  By 
1990  communications  scientists  and 
entrepreneurs  were  concluding  that 
the  future  did  not  lie  in  an  analog 
HDTV  standard.  Rather,  the  promising 
technology  was  what  Forbes  contrib- 
utor George  Gilder  called  "telecom- 
puting." The  future  would  be  digital, 
not  analog,  merging  the  computer 
and  the  TV  to  produce  digital  TV 
signals  that  could  be  delivered  terres- 
trially, or  by  satellites,  or  through 
fiber-optic  or  coaxial  cable  (Forbes, 
Feb.  20,  1989). 

In  June  1990  TV  equipment  maker 
General  Instrument  announced  that 
it  could  produce  a  fully  digital  hdtv 
system.  Almost  overnight  Thomson's 
HD-Mac  technology  and  the  old  Japa- 
nese system  were  obsolete.  Nicholas 
Negroponte,  founder-director  of  the 
MIT  Media  Laboratory  (see  box),  tried 
to  save  the  Europeans  from  them- 
selves. In  1991  Negroponte  went  to 
Paris  and  told  the  technocrats  of  the 
imminence  of  digital  TV. 

But  politics  intervened  to  prolong 
analog  hdtv's  death  agonies.  "Ne- 
groponte came  to  Paris  to  talk  about 
how  digital  TV  was  just  around  the 
corner,"  asserts  Jean-Marie  Rausch, 
who  was  Minister  of  Post  &:  Telecom- 
munications at  the  time.  "But  he  had 
no  proof." 

So,  encouraged  by  the  French  gov- 
ernment and  the  EC,  Thomson  and 
Dutch  electronics  firm  N.V.  Philips 
agreed  to  invest  another  $4  billioip, 
largely  European  taxpayers'  money, 
in  HD-Mac.  Thomson  and  Philips  deV 
manded  that  the  European  Commisj 
sion  force  broadcasters  to  use  thein 
standard.  "HD-Mac  had  become  a 
national  symbol,"  Alain  Prestat  re- 
calls, "  un grand  programme.'''' 

Finally,  within  the  past  few  months, 
Europe's  industrialists  and  bureau- 
crats conceded  HD-Mac  was  dead. 

Which  left  Thomson  stranded.  Be- 
tween 1990  and  1992  Thomson  lost 
SI. 3  billion,  thanks  largely  to  its  HD- 
Mac  strategy.  To  keep  the  company 
and  its  50,429  employees  afloat,  the 
government  has  had  to  keep  pumping 
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not  only  research  subsidies  but  new  i 
Liity  as  well.  Even  after  receiving  * 
3ut  $600  million  in  equity  since  | 
90,  the  company's  total  debt  is  still 
%  of  capitalization.  In  January 
92  Alain  Prestat  was  brought  in  to 
an  up  the  mess. 

\n  energetic  41 -year-old  engineer, 
;stat  was  head  of  marketing  at 
tnce  Telecom  and  then  Prime  Min- 
;r  Michel  Rocard's  adviser  on  high- 
h  policy.  Prestat  has  tried  to  salvage 
omson's  big  U.S.  investments  by 
>hing  prices  to  increase  market 
Lre.  Complains  Jerry  Pearlman, 
ef  executive  of  rival  Zenith  Elec- 
nics:  "Thomson  has  been  the  most 
jressive  price-cutter  among  all  the 
jor  TV  manufacturers  in  the  U.S." 
Prestat  cut  Thomson's  work  force 
last  year,  and  says  more  cuts  are  on 
:  way.  This  is  highly  unpopular  in 
tnce,  where  unemployment  hovers 
11%;  but  what,  apart  from  massive 
v  subsidies,  is  Prestat's  alternative? 
zn  after  the  cutbacks,  Thomson  is 
t  an  efficient  manufacturer.  Its  rev- 
ies  per  employee  last  year  were 
»und  $115,000,  less  than  half  So- 
s  number. 

Prestat  is  making  some  other  intel- 


TestingHDTVat 
NBC  Studios 
Fortunately,  in 
the  late  1980s 
Washington  re- 
fused to  fund 
$1.35  billion  in 
research  subsidies 
for  analog-based 
systems. 


ligent  moves — shortening  Thom- 
son's product  cycle  times,  for  exam- 
ple, and  hiring  noted  French  designer 
Philippe  Starck  to  add  verve  to  Thom- 
son's TVs,  radios  and  clocks.  And 
Thomson  is  now  part  of  a  consortium 
of  American  and  European  compa- 
nies developing  a  digital  TV  standard. 


France's  new  conservative  govern- 
ment has  pledged  to  privatize  Thom- 
son. So  in  the  future  the  company  will 
have  to  stand  on  its  own.  That's  fine 
with  Alain  Prestat.  He  well  under- 
stands government  handouts  are  ulti- 
mately as  harmful  for  businesses  as 
they  are  for  most  people.  iB 
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TOKYO,  August  1929-  The  Graf  Zeppelin  had  stopped  in 
japan  on  its  epic  voyage  around  the  world.  Naturally,  it 
331  fell  to  the  Imperial  Hotel  to  cater  all  meals  for  the 
passengers  on  the  next  leg  of  its  flight  -  this  time,  to  Los  Angeles! 
Our  chefs  rose  gallantly  to  the  occa- 
sion. When  the  ship  took  off  again, 
it  had  on  board  the  makings  of 
1098  gourmet  meals  —  each  as  fresh 
and  varied  as  any  served  in  first- 
class  cabins  today.  And  so  The 
Imperial,  too,  went  down  in  aviation 
history  -  and  raised  catering  to  new  heights,  besides. 
The  Imperial  is  still  Japan's  premier  hotel,  and  VIPs  from  all  nations 
continue  to  fly  in  for  our  catered  events.  Most  of  these  still  make  the 
front-page  news.  And  the  service,  as  always,  is  like  nothing  on  earth. 
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IMPE RIAL  HOTEL 

TOKYO 


For  information,  contact  The  Imperial  Hotel  Tokyo  Overseas  Sales  Office:  London  Tel:  (071)355-1775;  New  York  Tel:  (212)692-9001.  Los  Angeles  Tel:  (213)627-6214. 
For  reservations,  contact  The  Imperial  Hotel  Tokyo  Tel:  (03)3504-1111,  or  contact  your  nearest  travel  agent,  or  any  Japan  Airlines  office 
The  new  Bali  Imperial  Hotel  on  Legian  Beach,  Bali,  Indonesia,  had  its  grand  opening  April  10,  1993  Tel:  (62)  361-54545,  Fax:  (62)  361-51545 


Jack  McWilliams  was  crippled  with  arthritis  and  the 
bank  was  foreclosing  on  his  farm.  Then  he  remembered 
grandma's  home  remedy. 

Jogging  in  a  Jug 


By  Warren  Midgett 

Cherokee,  Ala.  cotton  and  dairy 
farmer  Jack  McWilliams  had  arthritis 
so  bad  in  his  left  shoulder  that  he  had 
to  quit  working  and  take  to  his  bed.  A 
hired  man  was  brought  in  to  work  the 
147-acre  family  farm,  and  Jack's  son, 
Danny,  took  a  job  selling  Mack 
trucks,  kicking  in  a  portion  of  his  pay 
to  cover  the  farm's  losses. 

It  was  a  losing  proposition.  On 
Dec.  16,  1989  the  bank  sent  Jack  a 
registered  letter,  stating  that  foreclo- 
sure proceedings  were  going  to  begin 
in  15  days. 

In  the  nick  of  time,  Jack  McWil- 
liams remembered  about  vinegar. 
"My  grandmother  always  drank  a  lit- 
tle vinegar,"  he  recalls.  "She  kept  it 
on  the  dinner  table  and  her  kids 
lived  to  an  average  of  95  years  old." 
Besides  that,  he  says  he  used  vinegar 
to  clear  the  drains  in  the  kitchen  and 
bathtub  and  take  decals  off  his  farm 
trucks,  not  to  mention  cleaning  the 
milk  machines.  If  it  could  do  all  that, 
he  says,  he  figured  it  might  be  able  to 
clear  up  his  aches  and  pains. 

So  McWilliams  started  mixing  cider 
vinegar  with  fruit  juices  and  drinking 
it  down,  a  few  ounces  a  day.  Within 
three  months,  he  was  up  and  around. 
Whether  the  vinegar  did  the  job  or 
whether  McWilliams  had  a  spontane- 
ous remission  is  an  argument  we  will 
leave  to  the  medical  authorities.  What 
we  can  vouch  for  is  that  the  experi- 
ment launched  McWilliams  on  a  new 
and  successful  career. 

He  spent  about  $400  on  vinegar 
and  juices,  trying  to  come  up  with  a 
mixture  palatable  enough  to  sell.  Af- 
ter 13  months'  work,  he  settled  on  a 
concoction  of  cider  vinegar,  grape 
juice  and  apple  juice. 

Listening  to  Jack  McWilliams  ex- 
tolling the  virtues  of  his  vinegar-based 
drink,  his  son-in-law,  Chucky  Bolton, 
exclaimed,  "Daddy,  what  you  try'na 


tell  folks  is  that  you  got  jogging  in  a 
jug."  Jack  McWilliams  named  his 
product  Jogging  in  a  Jug. 

McWilliams  went  looking  for 
someone  to  bottle  his  brew.  The  man- 
ager at  the  local  Piggly  Wiggly  sug- 
gested he  call  Ron  Kahrer,  chief  oper- 
ating officer  at  Southeastern  Specialty 
Foods,  a  private-label  manufacturer 
in  Ellisville,  Miss.  In  October  1989 
McWilliams  sat  down  with  Kahrer 
and  began  telling  him  about  what  his 
stuff  could  do  for  folks.  Kahrer 
stopped  him  and  said,  "Mr.  McWil- 
liams, you  haven't  said  anything 
about  money  yet."  McWilliams  of- 
fered to  pay  him  with  his  last  five  bales 
of  cotton,  worth  $1 ,500. 

As  much  touched  as  impressed, 


Kahrer  agreed  to  mix  up  180  cases  of 
the  drink — six  half- gallon  jugs  per 
case.  He  then  buried  the  paperwork 
on  the  job  and  gave  McWilliams  60 
days  to  show  results. 

Having  solved  his  working  capital 
problems,  McWilliams  turned  to  mar- 
keting. Just  after  Christmas  1989  he 
talked  the  store  managers  at  the  local 
Food  World  and  Piggly  Wiggly  into 
accepting  a  couple  of  cases  for  free. 
When  Jack  pitched  his  story  to  the 
local  media,  he  was  ignored  until  a 


young  newspaper  reporter  decided  t 
hear  him  out.  A  story  ran  in  the  Timi 
Daily  on  Sunday,  Jan.  7,  1990.  "W 
got  a  phone  call  at  our  house  ever 
seven  minutes  that  day,"  says  Dann 
McWilliams,  45. 

In  April  1991  Danny  wrote  a  lettt 
to  the  editor  of  Farm  &  Ranch  Livin 
magazine  (circulation:  400,000 ),  tell 
ing  their  story.  The  magazine  fez 
tured  Jack  McWilliams  in  ii 
August/September  1991  issue.  Sa\ 
Danny:  "That  29-cent  stamp  was  th 
turning  point  in  our  business." 

Word  spread.  A  Forbes  reportc 
heard  about  Jogging  in  a  Jug  when  h 
mother,  in  Farmville,  Va.,  spoke  high 
ly  of  it.  She  started  drinking  it  aftc 
hearing  Jack  McWilliams  interviewe 
on  the  radio. 

By  the  end  of  his  first  month  i 
business,  McWilliams  had  enough  oi 
ders  to  talk  his  banker  into  refinancin 
the  farm.  No  more  depending  on 
sympathetic  bottler  for  credit.  "I  w< 
so  darned  proud,"  says  Danny,  " 
went  out  and  bought  myself  a  branc 
new  bush  hog." 

These  days  Jack,  67,  and  Dann 
McWilliams  can  afford  to  treat  therr 
selves  to  more  than  just  a  bush  hog, 
mower  that  attaches  to  the  back  of 


RIGHT: 

Danny  and  Jack 
McWilliams  of 
Third  Option  Labs 

LEFT: 

Packing  up 
Jogging  in  a  Jug  for 
mail-order  customer 
"Those  doggone 
marketing  expert! 
just  don't  get  it." 


tractor.  Last  year  their  little  Tuscum 
bia,  .Ala. -based  firm,  Third  Optio: 
Laboratories,  Inc.,  sold  S2.3  millio: 
worth  of  Jogging  in  a  Jug  to  super 
markets  and  convenience  store 
throughout  the  South,  as  well  as  b 
mail  order. 

Wal-Mart  carries  it,  as  do  Kroge 
and  Food  Lion.  Mail-order  buyer  Le 
Iacocca  is  a  repeat  customer.  Accord 
ing  to  Third  Option's  United  Parce 
Service  log,  his  most  recent  order  wa 
in  April. 
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Profits?  Vinegar  and  fruit  juices  are 
*ap.  A  six-bottle  case  of  Jogging  in 
[ug  costs  just  $10  to  make  and 
lolesales  for  $22.  (It  retails  for  $6  a 
ttle.)  The  McWilliamses'  accoun- 
ts say  Third  Option  netted  over 
50,000  before  taxes  last  year, 
rough  April  the  company  had  tak- 
in  nearly  $2  million,  with  profits 
eady  above  all  of  last  year. 
Happy  ending?  Not  quite.  Those 
sy  people  in  Washington,  always  on 
:  alert  for  new  dangers  to  protect  us 


all  from,  have  decided  that  Jogging  in 
a  Jug  needs  a  dose  of  regulation.  The 
Food  &  Drug  Administration  and 
various  state  agencies  forced  the 
McWilliamses  to  change  the  product 
label  about  ten  times  and  prohibited 
them  from  making  any  claims  on  their 
product. 

At  one  point  the  FDA  even  threat- 
ened to  force  the  company  to  change 
the  product's  name,  saying  it  implied 
a  health  claim.  Since  last  summer,  the 
FDA  has  left  Third  Option  alone.  But 


you  never  know. 

Nor  have  the  McWilliamses  es- 
caped the  attention  of  the  city  slickers. 
"Those  doggone  marketing  experts 
come  in  here  and  tell  me  I  need  a 
computer  and  that  I  should  have 
some  oP  fancy  colored  labels.  They 
just  don't  get  it,"  says  Danny,  who 
runs  operations.  He  insists  the  com- 
pany's down-home  style  suits  its  cus- 
tomer base  just  fine.  A  slicker  style  in 
marketing  would  spoil  the  down- 
home  image.  MB 


rbcs  ■  July  19,  1993 


-1 


Standard  Chartered  is  a  cheap  bank  stock 
with  valuable  assets  but  a  lousy  record. 

The  banana 
skin  factor 


By  Richard  C.  Morais 

"We  had  a  multiple  breakdown," 
confesses  Malcolm  Williamson,  chief 
executive  of  the  London -based  Stan- 
dard Chartered  Bank  Pic.  Williamson 
doesn't  seem  terribly  upset.  He's 
puffing  on  a  cigar  in  a  red  velvet  booth 
at  Le  Poulbot.  But  he  adds:  "It  was  a 
harsh  lesson  and  bloody  expensive." 

It  was  in  India  of  all  places  that 
Standard  Chartered  learned  its  lesson. 
Last  year  Bombay's  go-go  stock  mar- 
ket came  abruptly  to  a  halt  when  a 
cabal  of  stockbrokers,  speculators  and 
local  bankers  was  discovered  playing 
fast  and  loose  with  its  antiquated  set- 
tlement system. 

For  months  crooks  were  holding 
up  delivery  of  stocks — using  compli- 
cated paper  trails  and  dummy  transac- 
tions. While  the  shares  were  thus  in 
limbo,  the  crooks  were  trading  in 
them  for  their  own  account.  When 


Malcoim 
Williamson, 
Standard 
Chartered 
chief  executive 
Trying  to  goose 
the  stock  of  the 
colonial  bank. 


the  music  stopped,  embarrassed  au- 
thorities at  the  Reserve  Bank  of  India 
found  they  were  staring  at  an  estimat- 
ed $1.3  billion  fraud. 

Standard  Chartered  was  the  biggest 
loser.  It  got  stuck  for  $515  million, 
and  two  of  its  employees  were  arrest- 
ed on  fraud  charges.  After  reserves 
connected  with  the  Indian  losses, 
Standard  Chartered's  profit  before 
exceptional  items  was  down  55%,  to 
$303  million.  But  that's  not  the  end 
of  the  mess.  The  bank  is  involved  in 
17  lawsuits.  It  has  set  up  a  40-man 
recovery  team  of  investigators  and 
accountants.  Running  costs:  around 
$45  million  a  year. 

All  this  soured  things  for  Standard 
Chartered  in  the  investment  commu- 
nity. Standard's  235  million  shares, 
recently  at  $11.80  a  share,  trade  at 
around  8.5  times  1993  earnings  esti- 


mates, while  other  U.K.  banks  have 
multiples  closer  to  13  and  14.  But 
investors  who  like  their  curry  hot  and 
spicy  might  do  well  to  put  a  bit  of 
Standard  Chartered  on  their  plates. 

Standard  Chartered  has  some 
mouth-watering  assets  in  its  $41  bil- 
lion portfolio.  It  was  predominantly  a 
bank  doing  business  in  the  British 
empire,  and  while  the  empire  is  long 
gone,  Standard  Chartered  remains 
strong  in  areas  that  have  recently  be- 
come hot,  economically  speaking. 
There  is  India,  of  course.  Standard 
Chartered  also  is  the  largest  foreign 
bank  in  Singapore  (20  branches);  it's 
been  in  Malaysia  since  1875  (35 
branches);  in  Hong  Kong  it  is  a  major 
note-issuing  bank  (120  branches);  it 
was  the  only  foreign  bank  to  operate 
in  China  through  the  Cultural  Revo- 
lution (7  branches,  5  representative 
offices).  And  now:  Hanoi  and  Ho 
Chi  Minh  City. 

"We  are  heavily  involved  in  the 
Shenzhen  stock  market,  through 
some  of  our  subsidiaries  in  merchant 
banking,"  adds  Williamson.  "A  place 
of  great  opportunity." 

Several  large  investors  have  indicat- 
ed they  would  dearly  love  a  piece  of 
this  opportunity.  Lloyds  Bank,  which 
failed  in  its  run  on  the  bank  in  1986,  is 
a  major  shareholder.  Banks  such  as 
Deutsche  Bank,  WestLB  and  Banque 
Indosuez  are  routinely  rumored  to  be 
hungry  for  the  valuable  Asian  and 
African  franchises. 

S.G.  Warburg  Securities  values  the 
Asian  Pacific  assets  alone  at  $2.94 
billion — $170  million  more  than  the 
company's  recent  market  capitaliza-| 
tion.  On  top  of  that  there  is  additional 
value  for  a  U.K.  predator  in  $600 
million  of  tax  -sheltered  profits.  "This 
is  a  $15-a-share  company,"  says  Mar- 
tin Cross  at  Warburg. 

But  against  this  is  the  banana  peel 
factor.  "Oh  dear,  oh  dear!"  wrote  an 
irreverent  British  journalist.  "Stan- 
dard Chartered  just  cannot  seem  to 
manage  a  year  without  finding  a  ba- 
nana skin  to  tread  on." 

Williamson  has  been  working  on 
that.  "When  I  joined  the  group  in 
1989  I  wanted  to  know  who  were  the 
most  profitable  customers  in  Hong 
Kong,  or  what  money  was  made  from 
a  particular  product,"  he  says.  "I 
couldn't  get  the  data.  All  I  could  get! 
w  as  a  breakdown  of  geographic  prof- 
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Exclusive  Sunglasse 

Designed  by  Ferdinand  A.  Porsch 
High-quality,  CR-39  lenses  prote( 
against  UV-B  radiation.  Black,  chrom< 
gold-plated  or  solid  gol 

PORSCHE  DESIGhl 

by  carrerJ 


Products  Designed  By  F.  A.  Porsche  Are 
Available  at  the  following 
Porsche  Design  Boutiques 

CORPORATE:  331  South  Rio  Grande  Street- Salt  Lake  City,  Utah  84101  -  Telephone  800.521 .5152 
BEVERLY  HILLS;  236  North  Rodeo  Drive  -  Beverly  Hills,  California  9021 0  Telephone  3 1 0.205.0095  NEWPORT  BEACH:  South  Coast  Plaza  -  3333  Bristol 
Street  -  Costa  Mesa,  California  92626  -  Telephone  714.662.2992  LAS  VEGAS:  The  Forum  Shops  af  Caesar  s  -  3500  Las  Vegas  Boulevard  South 
-  Las  Vegas,  Nevada  89109  -  Telephone  702.369.0410  ASPEN:  402  South  Galena  Street  -  Aspen^  Colorddo  81611  -  Telephone  303.920.2889 

And  other  fine  stores  nationwide 
For  the  name  of  the  dealer  nearest  you  call  toll  free  800.521 .5152  or  800.631 .1 580 
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I  and  lots  of  space  for  your  stuff?  Here's  your  open  invitation.  The  Accord  EX  Wagon  !)□□□□□ 
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No  M  anagemen  t  Fee 

YOURSELF 


Introducing  Twentietk 
Century  s  new  Tax-Exempt 
Short  Term  bond  fund. 

The  secret  is  out  —  Twentieth  Century's  Tax-Exempt  Short 
Term  fund  is  our  newest  way  to  lower  your  federal  taxes.*  The 
fund  can  help  you  earn  competitive,  tax-free  yields  with  little  price 
fluctuation  by  investing  in  short-term,  tax-exempt  securities. 

But  the  best  news  is,  the  fund  manager  has  waived  the  entire 
management  fee  on  the  Tax-Exempt  Short  Term  fund  for  1993. 
So  you  keep  even  more  for  yourself  and  pay  nothing — no  man- 
agement fee  and  no  sales  fees  or  commissions.  With  no  fees  of 
any  kind,  you  can  earn  a  higher  current  yield. 

For  more  complete  information  about  Twentieth 
Century,  including  charges,  expenses  and  minimums, 
call  or  write  for  a  free  copy  of  Your  Guide  to 
Earning  Tax-Exempt  Income  and  a  prospectus. 
Please  read  the  prospectus  carefully  before  investing. 


Call  today: 

1-800-345-2021 

Ask  for  extension 

P.O.  Box  419200,  Kansas  City,  MO  64141-6200 

Investment  income  may  be  subject  to  state  and  local  taxes  and  the  federal  alternative  minimum 
tax.  Capital  gains,  if  any  from  federal  income  tax. 


©1933  Twentieth  Century  Services,  Inc. 


RM:   NO   FEE   UNTIL  1994 


H  You  Knew  All  Of  New  York  You'd  Know 
You  Could  Have  It  All  In  New  York, 


To  many  people,  New  York  City 
means  Manhattan. 
Well,  Manhattan's  great. 
But  there's  a  lot  more  to 
New  York. 


Manhattan 
It's  great... 


°'/!  / 


If  you're  thinking  of  starting 
expanding  or  relocating  a 
business,  there's  Brooklyn,  a 
borough  with  a  population 
large  enough  to  be  the  fourth  largest  city  in 
the  U.S.A. 

If  you  were  to  locate  your  business  here,  one 
of  the  Brooklyn  Navy 
Yard's  many  buildings,  or/ 
its  duty-free  trade 
zone,  could  work 
for  you. 

Maybe  you  could 
take  advantage  of 
the  $2.5  billion 
transformation  of 
Brooklyn's 

Brooklyn  Experiencing  c|owntown 
a  renaissance.  .  .. 

business  district 
and  its  accessibility  to  Manhattan. 
All  in  all,  Brooklyn,  with  its 
abundance  of  possibilities  for  low- 
cost  commercial  and  industrial 
development,  would  give  your 
business  a  wonderful  base. 

Queens  An 

x,    "   ,,       ,  „  international  crossroads 

Then  theres  Queens. 
You  might  consider  it  an  international  crossroads. 
With  LaGuardia  and  JFK  International  airports 
within  its  borders,  Queens  is  the  regional  hub  of  air 
travel  and  air  freight. 
But  that's  not  all. 

Nearly  every  ethnic  group  is  represented  in  this 
borough,  giving  Queens  a  diversely  skilled  work  force. 
All  this  has  added  up  to  success  for  the  more  than 
2,500  manufacturers  and  the  same  number  of 
wholesalers  already  in  Queens. 
Why  not  join  them 

Consider  the  Bronx. 
With  more  than  1.000 
manufacturing  companies 
and  the  $100  million  Bathgate 
Industrial  Park,  it's  certainly  a 
borough  of  opportunity. 
The  Hunt's  Point  Market 
(the  largest  food  distribution 
center  in  the  nation),  the 
borough's  spacious  new 
industrial  and  retail  facilities  and  its  reasonably  priced 
land  all  make  the  Bronx  a  real  find. 


There's  a  place  with  lots  of  wide  open  space  in  New 
York  City.  It's  Staten  Island.  It  has  6.000  acres  of  land 
still  available  for  commercial,  residential  or  mixed-use 
development.  And  easy  links 
to  New  Jersey,  Brooklyn 
and  Manhattan.  But  that's  T 
not  all.  There's  the  world's  \^ 
first  Teleport,  a  100-acre 
office  park  with  advanced 
NN^      worldwide  satellite 
//^s^-X  communications  and 
,  a  fiber  optics  cable 

p  \  network. 

There's  also 
Westchester  County,  on 

the  border  of  New  York  City  With  its  suburban 
festyle,  a  rolling  countryside  sporting 
dozens  of  office  parks  and  corporate 
headquarters,  a  well-developed 
economy,  six  major  cities  and  rail 
lines  and  highways  connecting  to 
New  York  City,  Westchester 
fulfills  the  needs  of  many  businesses. 
And  Westchester  has  no  corporate 
or  unincorporated  business  taxes  and  even 
has  an  airport  all  its  own. 


Staten  Island  Plenty  of 
space  right  in  NYC 


Con  Edison 
is  working  for 
the  economic 
development  of  ■ 
this  area.  For 
qualifying  busi- 
nesses, we  offer 
reduced  rates.  And 
we  pay  rebates  for 
installing  energy-efficient 
equipment.  We  can  also 
tell  you  about  the  many  forms  of  assistance  available 
from  state  and  local  governments.  If  you  are  thinking 
of  starting,  expanding  or  relocating  a  business  in  New 
York  City  or  Westchester  County,  call  Con  Edison  at 
(212)  460-4000  or  mail  in  this  coupon,  and  we'll  help 
you  find  a  home  for  your  business  once  and  for  all. 


Westchester  County. 
A  suburban  lifestyle  and 
a  well-developed  economy 


The  Bronx.  Borough 
of  opportunity. 


Edfion 


Mail  this  coupon  to: 

CON  EDISON  ECONOMIC  DEVELOPMENT 
PQ  BOX  900,  NEW  YORK.  NY  10003 

Please  send  me  a  free  Economic  Development  booklet. 

(please  print) 
NAME  


COMPANY  NAME. 

ADDRESS  

CITY  

STATE  

PHONE  ( 


.ZIP  CODE. 


To  the  casual  observer,  Worthington  Industries  is  just  another 
midwestern  metal-bender.  Look  a  bit  deeper  and  you  find  a 
superbly  managed  company  with  a  unique  approach  to  labor  relations. 

Tou  have  to  trust 
the  work  force" 


LEFT:  Founder 
John  H. 
McConnell 
RIGHT:  Melting 
recycled  steel  at 
Buckeye 
Gyp  the  boss, 
gyp  yourself. 


By  Howard  Rudnitsky 

Columbus,  Ohio  based  Worthing- 
ton Industries  is  no  glamour  compa- 
ny. It  processes  steel,  makes  railcar 
castings  and  precision  castings,  molds 
plastics.  Cyclical,  highly  competitive 
businesses  all.  In  terms  of  perfor- 
mance, however,  Worthington  is 
glamorous  indeed.  Its  earnings  have 
grown  over  250%  during  the  past  ten 
years;  return  on  equity  has  averaged 
17%.  For  the  year  ended  May  31  it 
reported  a  record  $66  million  net 
income,  or  $1.11  per  share,  on  reve- 
nues of  $1.1  billion. 

Recession?  It's  been  barely  notice- 
able. And  over  the  next  few  years 
Worthington's  earnings-per-share 
growth  should  be  robust,  in  the  opin- 
ion of  smart  stock  analysts — Pruden- 
tial Securities'  Clarence  Morrison  es- 
timates 25%  to  35%,  Salomon  Broth- 
ers' Michelle  Applebaum  forecasts 
15%  to  20%. 

Pretty  nice  for  a  metal-bending 
outfit.  But  it's  not  what  Worthington 
makes  that  counts.  It's  how  it  runs  its 
business.  The  company  epitomizes 
good  management. 

John  H.  McConnell,  now  70, 
founded  Worthington  38  years  ago 
and  is  still  chairman;  his  son,  John  P., 
39,  became  chief  executive  on  June  1, 
assuring  family  management  well  into 
the  next  century.  Even  though  the 
family  currently  owns  just  14%  of  the 
company's  stock,  the  McConnells  run 
the  business  like  entrepreneurs,  not 
like  bureaucrats. 

Though  the  family's  holdings  of 
Worthington  stock  are  now  worth 
close  to  a  quarter  of  a  billion  dollars, 
John  H.  started  with  $1,800,  which 
he  used  to  buy  a  load  of  flat-rolled 


steel.  Selling  that  for  a  handsome 
profit,  he  spent  $53,000  for  a  2,000- 
pound  "slitting"  machine  used  to 
narrow  the  widths  of  long  coils  of 
steel  sheet.  McConnell  wasn't — and 
still  isn't — afraid  to  get  his  hands 
dirty.  He  poured  concrete  and  lead 
for  a  foundation  and  installed  that 
first  machine. 

That  rolled-up-sleeve  approach  still 
rules  at  Worthington,  now  the  largest 
processed-steel  finisher  in  the  U.S.  Its 
biggest  customer:  the  auto  industry, 
which  this  year  will  generate  about 
35%  of  some  $600  million  in  steel 
processsing  sales,  mostly  in  the  form 
of  flat- rolled  steel.  The  appliance  in- 
dustry is  another  big  customer.  In 
addition  to  processing  steel  the  com- 
pany makes  pressure  cylinder  tanks  for 
gas  barbecue  grills  and  air  condition- 
ers, a  $150  million  business.  It  will  do 
just  about  anything  in  the  metal- 
bending  line  on  which  it  can  turn  a 
profit. 

Like  his  dad,  the  younger  McCon- 
nell has  worked  in  every  phase  of 


Worthington's  business  and  has  im- 
bibed his  father's  business  philoso- 
phy. That  philosophy  can  be  summed 
up  in  a  sentence:  Pay  workers  well, 
treat  them  like  people  and  expect 
them  to  work  a  bit  harder  than  people 
who  regard  the  boss  as  an  antagonist. 

The  senior  McConnell  once 
worked  in  a  heavily  unionized  auto 
plant,  where  he  was  chewed  out  by  a 
union  official  for  finishing  his  work  in 
five  hours  instead  of  making  it  last 
eight.  This  was  madness,  he  thought. 
In  gypping  the  boss,  the  workers  were 
ultimately  gypping  themselves  be- 
cause such  a  company  cannot  pay 
good  wages  and  stay  profitable  for 
very  iong. 

After  he  started  his  own  company, 
he  concluded  he  had  to  run  a  shop 
where  the  workers  would  find  it  in 
their  interest  to  be  productive.  That 
meant  keeping  unions  out.  For  a  start 
he  did  away  with  time  clocks  and  plant 
supervisors.  Says  he,  "You  have  to 
trust  the  work  force.  If  you  don't, 
you've  done  a  bad  job." 


78 


Forbes  ■  July  19,  1993 


Worthington  respects  the  judg- 
ment of  its  workers.  They  can  refuse 
to  ship  product  if  they  feel  the  quality 
is  below  standard — a  decision  nor- 
mally left  to  management.  Thus 
Worthington's  product  rejection  rate 
from  customers  is  under  1%,  com- 
pared with  about  3%  for  competitors. 

There  is  no  room  in  McConnell's 
scheme  of  things  for  the  M.B.A.  men- 
tality. At  Worthington,  factory  work- 
ers can  become  managers.  Worthing- 
ton's current  president,  Donald  Ma- 
lenick,  started  as  a  general  laborer,  as 
did  five  of  nine  vice  presidents. 

McConnell  decided  to  pay  his  em- 
ployees a  salary  instead  of  paying 
hourly  wages  and  to  promise  not  to 
lay  them  off  in  bad  times — a  real 
benefit  in  a  cyclical  business  like  steel 
processing.  And  he  has  kept  his  prom- 
ise. No  one  at  the  company  has  ever 
been  laid  off  just  because  business  was 
slack.  While  few  of  Worthington's  30 
plants  are  unionized,  wherever  it  op- 
erates, its  wages  are  in  the  top  quartile 
for  its  area. 


Basic  pay  is  low,  but  bonuses  and 
profit  sharing  bring  Worthington  to 
steelworkers  union  levels.  A  typical 
employee  can  expect  to  get  35%  to 
55%  of  his  compensation,  depending 
on  his  job  responsibility,  from  profit 
sharing.  In  fiscal  1993  a  typical  Wor- 
thington line  production  employee  in 
a  steel  processing  plant  got  about 
$11,200  in  cash  bonuses  in  addition 
to  his  salary.  He  received  $1,200  to 
$3,000  more  in  deferred  profit  shar- 
ing. Employees  who've  been  in  the 
plan  for  20  years  or  more  now  have 
about  $380,000  in  their  profit-shar- 
ing accounts. 

Employees  can  also  become  own- 
ers. Over  4,000  of  them  own  some 
$200  million  of  Worthington  stock. 
Average  holding:  about  $45,000. 

When  the  company  suffers,  of 
course,  the  workers  suffer,  too,  since  a 
significant  part  of  their  compensation 
is  profit  sharing.  That  means  Wor- 
thington's labor  costs  decline  auto- 
matically when  business  is  weak,  elim- 
inating the  wage  rigidity  that  forces 


unionized  companies  to  resort  to  lay- 
offs at  every  drop  in  the  order  book. 
And  since  they  own  a  good  chunk  of 
the  company,  workers  are  less  resent- 
ful when  they  know  the  decline  in 
their  compensation  is  helping  protect 
their  investment. 

Does  it  work?  Definitely.  The  ab- 
sentee rate  at  Worthington  is  P/2%, 
half  that  of  the  industry.  Worthing- 
ton's steel  processing  sales  per  em- 
ployee are  the  second-highest  in  the 
industry  at  $445,000.  Only  Steel 
Technologies  Inc.,  with  $154  million 
in  revenues,  surpasses  it,  and  it  has 
copied  Worthington's  employee 
compensation  policies. 

Nothing  that  has  happened  since 
his  days  in  that  auto  plant  has  changed 
McConnell's  opinion  that  unions  are 
harmful  both  to  employees  and  em- 
ployers. In  1980  he  got  into  the 
railcar  castings,  metals  and  molded 
plastics  businesses  by  buying  Buckeye 
International,  most  of  whose  employ- 
ees were  represented  by  the  steel- 
workers  union.  Two  of  the  three  plas- 
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WHY  DELTA 
AIR  LINES  CALLED 
WILTEL  TO  HELP 
HANDLE  TRAFFIC 

mooth  air  traffic  starts  with  smooth  phone 
traffic.  That's  why  Delta  Air  Lines  turned  to 
WilTel"  for  advanced  PBX  phone  systems  for 
international  airports  throughout  the  country. 
If  you  need  help  unsnarling  traffic,  call  us. 
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Worthington  Industries 

tics  divisions  eventually  voted  to  de- 
certify their  unions,  but  the  railcar 
castings  division  remains  unionized. 
Since  the  acquisition,  that  division  has 
been  hit  by  several  costly  strikes  and 
union  worker  layoffs. 

McConnell  bought  the  unionized 
company  because  he  wanted  its  prod- 
uct lines.  The  railcar  castings  business 
gave  Worthington  an  outlet  to  the 
capital  goods  market — diversification 
for  Worthington's  overheavy  concen- 
tration on  consumer  durables.  The 
business  had  a  few  rough  years  be- 
cause of  overcapacity  but  is  now  expe- 
riencing good  times.  And  there  are 
signs  of  progress  with  the  union.  This 
May  it  agreed  to  a  new  contract  two 
months  before  the  old  one  expired. 
No  disruptive  strike  and  no  layoffs. 

More  important  than  railcar  cast- 
ing, long  term,  however,  was  Buck- 
eye's injection  molded  plastics  busi- 
ness. The  auto  industry  was  starting  to 
use  plastics  increasingly  in  place  of 
steel  and  aluminum.  Buckeye's  cus- 
tom plastics  business  has  grown  from 
$35  million  to  $220  million  a  year  in 
revenues. 

McConnell  is  as  sensitive  to  cus- 
tomer needs  as  he  is  to  worker  needs. 
Cathy  Higgins,  purchasing  supervisor 
for  General  Motors'  Inland  Fisher 
Guide  subsidiary,  attests  to  this:  "If  I 
notify  Worthington  at  1  p.m.  that  we 


John  P. 
McConnell 
in  pressure 
cylinder  plant 
Pursuing  the 
ways  that  made 
his  family  rich. 
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need  processed  cold-rolled  steel 
sheets  at  the  bay  by  6  a.m.  the  next 
day,  the  sheets  will  be  there.  If  Wor- 
thington  can't  deliver  all  the  steel 
sheets  from  its  Columbus  plant,  it  will 
ship  them  through  the  night  from 
another  plant."  When  quality  trou- 
bles arise,  Higgins  continues,  "Wor- 
thington  will  not  get  into  a  debate  as 
other  suppliers  may  do.  It'll  make 
good — quickly."  Another  custom- 
er— Ford — designated  Worthington 
as  one  of  its  elite  preferred  suppliers. 

Other  managements  are  starting  to 
pay  attention  to  the  McConnell 
creed.  A  number  of  companies  have 
made  trips  to  Worthington  headquar- 
ters in  Columbus  to  study  what  goes 
on  there.  But  McConnell  says  not 
many  of  the  visitors  get  the  real  point: 
"It  takes  commitment,"  he  stresses, 
"total,  long-term  commitment." 

Commitment  like  that  John  H. 
personally  demonstrated  one  day  last 
month.  Recuperating  from  painful 
back  surgery,  he  ignored  doctors'  or- 
ders and  checked  out  of  a  North 
Carolina  hospital  early  in  order  to  be 
interviewed  next  morning  by  a 
Forbes  reporter.  Though  in  consid- 
erable discomfort,  McConnell  lit  up 
his  familiar  cigar  and  answered  ques- 
tions for  an  hour.  The  pleasure  of 
talking  about  his  company  seemed  to 
make  him  forget  the  pain.  HB 


HOW  WILTEL  HELPED 
TRANSFORM 

TERMINATOR  2 
AUDIENCES. 


hat  does  liquid  metal  sound  like?  Or  a  war  in 
2029  A.D.?  T2  audiences  know,  because 
WilTeF  helped  take  them  there.  The  filmmakers 
used  our  fiber-optic  network  to  digitally  record 
replacement  dialogue  and  mix  the  movie's  Oscar- 
winning  sound,  between  Skywalker  Sound  studios 
several  hundred  miles  apart. 

And  they  were  so  pleased, 
we'll  be  back  _ 

WILTEL  TURNS  UP  EVERYWHERE. 

Total  Business  Communications  and  Outsourcing / 1-800-364-51 13 
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Of  all  the  government  programs,  which  one  is  most  effective 
at  helping  American  blacks?  The  very  program  that  has 
few  defenders  in  African-American  leadership. 

The  cannon  fodder  myth 


BY  CHARLES  N.  JAMISON  JR. 


Charles  N.  Jamison  Jr.  is  a  psychologist 
and  marketing  consultant  based  in  New 
York.  He  has  worked  on  advertising  campaigns 
for  the  Navy  and  the  armed  forces. 


Before  you  join  the  chorus  of  people 
shouting,  "Cut  the  defense  budget 
and  good  riddance  to  it,"  let  me  tell 
you  a  story  about  one  black  Ameri- 
can's successful  entry  into  the  Ameri- 
can mainstream. 

David  Huggins  joined  the  Air 
Force  during  the  Korean  War.  A 
native  of  Brooklyn,  N.Y.,  he  was 
trained  by  the  Air  Force  in  electron- 
ics and  was  eventually  sent  to  Europe 
in  a  communications  unit.  There  he 
was  able  to  work  on  one  of  the  largest 
and  most  sophisticated  communica- 
tions networks  in  the  world.  Respon- 
sible for  coordinating  the  efforts  of 
the  combined  branches  of  the  mili- 
tary, Huggins  got  the  chance  to  in- 
teract with  and  judge  his  abilities 
against  some  of  the  private  sector's 
best  talent.  He  also  was  able  to  make 
contacts  that  would  prove  to  be 
quite  useful  later  in  life — networking 
it's  called. 

After  leaving  the  Air  Force  in 
1954,  Huggins  went  to  work  for  a 
number  of  electronics  firms:  RCA, 
Univac  and  the  Computer  Sciences 
Corp.  In  1977  he  started  his  own 
company,  RMS  Technologies,  to  pro- 
vide telecommunications  services  for 
government,  private  industry  and 
foreign  countries.  Last  year  rms  em- 


ployed over  1,000  people,  booked 
sales  of  over  $  1 00  million  and  ranked 
number  six  on  Black  Enterprise  ma- 
gazine's list  of  100  industrial/service 
companies. 

Would  Huggins  have  made  it  so  far 
without  that  military  training?  He 
says  he  would  not  have.  Watching  as 
the  knife  falls  on  military  spending, 
Huggins  says:  "It  is  a  tragedy  that  so 
many  of  our  disadvantaged  kids  in  the 
cities  and  on  the  farms  won't  have  the 
opportunity  I  did." 

Only  a  handful  of  the  African- 
Americans  who  joined  the  military 
ended  up  as  successful  as  David  Hug- 
gins, but  hundreds  of  thousands  of 
them  did  use  the  military  as  an  escape 
hatch  from  the  ghetto.  The  U.S. 
armed  services  have  been  the  most 
effective  instrument  for  affirmative 
action  yet  invented. 

Edwin  Dorn  confirms  this  in  an 
article  in  the  book  Ethnic  Armies: 
Polytechnic  Armed  Forces  from  the 
Time  of  the  Hapsburgs  to  the  Age  of 
the  Superpowers  (Wilfrid  Laurier 
University  Press),  edited  by  N.F. 
Dreisziger.  In  it  Dorn  pointed  out 
that  "young  black  men  and  women 
are  joining  the  military  in  large  num- 
bers because  of  [the]  lack  of  oppor- 
tunity in  the  civilian  economy."  The 
statistics  support  his  argument: 
Blacks  comprise  about  20%  of  to- 
day's all-volunteer  force,  about  dou- 
ble their  percentage  of  the  overall 
population. 

Dorn  cautions  us  not  to  think  of 
the  military  as  America's  "employer 
of  last  resort."  It  is  no  reform  school 
for  delinquents  but  a  provider  of 
opportunity  for  the  ambitious  but 
otherwise  thwarted.  Thus  Dorn 
notes  that  "a  much  higher  percent- 
age of  black  enlistees  than  white 
enlistees  have  completed  high 
school."  Further,  "the  socioeco- 
nomic background  of  black  enlistees 


is  more  similar  to  that  of  blacks 
enrolled  in  two-year  colleges  than  to 
dropouts  and  the  chronically  unem- 
ployed." Some  of  these  volunteers 
go  on  to  make  the  military  a  career, 
but  many  also  see  the  military  as  a 
chance  to  get  the  training  and  disci- 
pline they  need  to  compete  in  the 
civilian  market.  They  are  clearly 
making  a  conscious  effort  to  expand 
their  horizons. 

Why  do  young  African-Americans 
join  the  services?  Here's  what  they 
replied  in  their  1991  responses  to  the 
military's  annual  survey  of  the  atti- 
tudes of  American  youth  called 
Youth  Attitude  Tracking  Study:  skill 
training  and  money  for  education. 
Both  of  these  answers  were  cited 
more  frequently  than  immediate 
compensation. 

Some  critics  of  the  military  assert 
that  white  Americans  are  preparing 
black  Americans  as  cannon  fodder. 
Not  so.  A  Department  of  Defense 
report,  "Population  Representation 
in  the  Military  Services,  Fiscal  Year 
199 1 ,"  issued  last  October  had  this  to 
say:  "As  a  proportion  of  persons  as- 
signed to  each  occupational  area, 
there  were  greater  proportions  of 
blacks  in  medical,  administration  and 
functional  support,  communications, 
and  service  support  occupations  than 
in  combat  specialties." 

The  general  public  may  not  know 
this,  but  a  lot  of  young  African- 
Americans  do:  The  military  supplies 
some  of  the  most  sophisticated 
training  in  the  world  and  pays  you  to 
get  it. 

Cutting  expensive  weapons  sys- 
tems is  one  thing.  Cutting  back 
on  military  personnel  is  something 
else.  Black  leadership,  if  it  really 
has  its  people's  interests  at  heart, 
should  be  fighting  tooth  and  nail 
against  cuts  in  military  manpower 
and  recruitment.  Hi 
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GROWTH  FUND 


When  It  Comes  To  Investing, 
Your  Most  Valuable  Asset  May  Be  Time. 


For  investors  who  are  seeking  long-term  growth 
of  their  assets,  now  may  be  the  time  to  consider 
the  Franklin  Growth  Fund. 

This  fund  seeks  capital  appreciation  by  investing 
in  the  securities  of  Americas  established  and 
emerging  growth  companies.  These  companies 
are  leaders  in  their  respective  markets  and  often 
have  provided  innovative  products  and  services 
for  the  future. 


Franklin's  portfolio  managers  continually 
evaluate  both  prospective  and  current  hold- 
ings to  take  advantage  of  changing  investment 
conditions. 

Call  your  investment  advisor  or  Franklin 
today. 

1  -800-342-FUN  D 
EXT  1362 


Franklin/Templeton  Distributors,  Inc.,  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 

Name 


Yes!  I  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  Growth 
Fund,  including  charges  and  expenses.  I  will  read 
it  carefully  before  I  invest  or  send  money. 

 I  am  currently  a  Franklin  shareholder. 


Addr 


City/State/Zip 


FOB93 
1362 


MEMBER   $97   BILLION   FRANKLIN/TEMPLETON  GROUP 
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Ben  Marcus'  motto  always  was: 

Don't  try  to  be  the  biggest;  just  be  good. 


*We're  tenacious" 


By  Christopher  Palmeri 


Born  with  a  sense  of  hustle,  13 -year- 
old  Ben  Marcus  took  fruit  and  drinks 
to  seasick  passengers  on  the  steamer 
that  brought  his  family  from  Poland 
to  America  in  1925.  From  the  gener- 
ous tips  that  he  earned,  Marcus,  now 
81,  learned  the  following  lesson: 
"There  is  money  to  be  made  in  pleas- 
ing people.1' 

In  hard  times  nothing  pleased  peo- 
ple more  than  the  movies.  In  1935 
Marcus  was  making  good  money  sell- 
ing advertising  for  the  Minneapolis 
Journal  w  hen  he  noticed  that  in  the 
teeth  of  the  Depression  about  the 
only  businesses  prospering  were  the 


Ben  and  Stephen  Marcus  at  a  Budgetel 
Details  like  free  local  phone  calls  keep 
people  coming  back. 


movie  houses.  Marcus  wanted  in.  On 
vacation  in  Wisconsin  he  found  what 
he  was  looking  for:  a  promising 
downtown  location  in  the  little  town 
of  Ripon  (pop.  then  4,000).  Ripon's 
only  movie  theater  was  a  small  audito- 
rium. Marcus  saw  potential  in  a 
burned-out  department  store. 

The  price  was  $15,000,  big  money 
in  a  year  when  the  Dow  Jones  indus- 
trial average  was  around  100  and 
$100  a  month  was  a  good  wage.  But 


he  got  the  money  from  his  father,  by 
then  a  successful  cattle  broker,  anoth- 
er relative  and  his  own  savings.  He 
borrowed  $15,000  more  from  a  bank 
and  built  a  5 00 -seat  movie  house  with 
a  state-of-the-art  projection  system. 
"I  figured  if  I  gave  them  a  better 
theater,  then  I'd  be  able  to  do  some 
business,"  he  says.  Please  'em  and 
they'll  pay  you. 

By  1941  he  owned  eight  theaters 
around  the  state. 

Today  Milwaukee-based  Marcus 
Corp.  is  one  of  the  largest  landowners 
in  Wisconsin,  with  interests  in  movie 
theaters,  restaurants  and  hotels,  in- 
cluding Milwaukee's  landmark  Pfister 
Hotel.  Marcus  has  nearly  100  Budge- 
tel Inns,  an  economy  hotel  chain  that 
Ben's  son  Stephen  started  from 
scratch  20  years  ago.  The  Marcus 
family's  48%  stake  in  the  company  is 
worth  nearly  $140  million. 

Ben  is  retired  now  after  suffering  a 
stroke,  and  Stephen,  58,  is  chairman, 
but  pleasing  the  customer  is  still  the 
family  motto.  "We  don't  have  a  lot  of 
marble  in  our  theaters,"  explains  Ste- 
phen Marcus.  "We  have  cup  holders 
in  the  arms  of  every  seat."  Little 
details  like  cup  holders,  sound  sys- 
tems for  the  hearing-impaired  and 
fresh  popcorn  help  keep  the  seats 
filled  and  give  Marcus  Corp.  the  high- 
est operating  margins — 21% — of  any 
publicly  held  theater  chain. 

Attention  to  detail  has  also  paid  off 
in  the  hotel  business.  Guests  at  Bud- 
geted (average  room  price:  under  $40 
a  night)  get  a  free  continental  break- 
fast delivered  to  their  rooms.  They 
also  get  free  local  phone  service,  and 
room  phones  are  equipped  with  ex- 
tra-long cords  so  guests  can  speak 
from  the  bed  or  the  desk.  "We  think 
the  customers  notice,  and  that  keeps 
them  coming  back,"  explains  Ste- 
phen Marcus.  They  do.  Budgetel  Inns 
average  nearly  80%  occupancy,  while 
the  economy  hotel  industry  averages 
just  66%  occupancy,  according  to 
Ernst  &  Young. 

All  this  shows  that  under  the  right 
circumstances  you  get  your  money 
back  with  interest  if  you  give  the 
customer  a  little  extra.  But  not  always. 
While  focusing  on  the  details  at  its  64 
franchised  Big  Boy  hamburger  out- 
lets, the  company  missed  the  bigger 
trend.  Who  wants  to  sit  down  and 
wait  for  a  hamburger  when  you  could 
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get  it  cheaper  and  more  quickly  at  a 
fast-food  joint?  Stephen  Marcus  has 
closed  all  but  3  of  the  Big  Boys, 
converting  many  into  family-oriented 
restaurants  like  Applebee's,  fran- 
:hised  from  Kansas  City- based  Apple  - 
bee's  International.  "•We're  tena- 
cious," explains  Stephen.  "It  wasn't 
easy  for  us  to  give  up  on  anything." 
The  company  also  owns  36  Kentucky 
Fried  Chicken  restaurants. 

Having  gotten  its  start  in  the 
depths  of  the  Great  Depression,  the 
Marcus  operation  has  developed  a 
shrewd  sense  of  market  timing.  The 
company  raised  $30  million  in  an 
offering  last  March.  Having  expanded 
only  cautiously  during  the  real  estate 
boom  of  the  1980s,  Marcus  is  putting 
on  some  steam  now.  In  the  last  six 
months  the  company  has  been  buying 
sites  for  new  Budgetel  hotels  at  prices 
half  what  the  company  might  have 
3aid  three  years  ago.  Over  the  next 
three  years  Marcus  expects  to  have  25 
new  company- owned  Budgetels  up 
md  running.  Franchised  operations 
will  add  even  more. 

Plans  also  call  for  50  new  movie 
screens  and  30  new  Applebee's  out- 
lets. In  all,  Marcus  is  earmarking  $  1 80 
million  for  expansion  and  moderniza- 
tion. This,  obviously,  will  require  bor- 
rowing, but  Marcus  says  he  will  not 
permit  debt  to  exceed  50%  of  total 
capitalization. 

Marcus  will  have  to  tap  cash  flow 
for  some  of  the  expansion  money, 
rhis  should  be  no  great  problem.  In 
fiscal  1992  (ended  May  31)  the  o-t-c- 
rraded  company  earned  $13  million 
;$1.18  a  share)  on  sales  of  $194  mil- 
Ion.  For  the  fiscal  year  just  ended, 
Clare  Zempel  at  Milwaukee's  Robert 
W.  Baird  &  Co.  expects  earnings  to 
climb  18%,  to  $1.40  a  share. 

Considering  how  many  real-estate - 
ariented  outfits  have  gotten  into 
:rouble  in  recent  years,  Marcus' 
steady  profits  and  gradual  growth 
ook  pretty  good.  Old  Ben  Marcus 
lights  up  when  asked  to  sum  up  his 
eBusiness  philosophy:  "I  always  told 
my  people,  'You  don't  have  to  be  the 
biggest,  just  be  good.'  "  He  has 
drummed  that  lesson  not  only  into 
son  Steve's  head  but  into  the  head  of 
fiis  grandson,  28-year-old  Greg,  who 
recently  joined  the  firm  after  cutting 
fiis  teeth  with  another  real  estate  de- 
veloper in  Chicago.  Ea 


Chuck  Denny's  ADC  Telecommunications 

is  in  the  right  place  at  the  right  time. 

It  got  there,  in  part,  by  fending  off  takeover  artists. 


"I  still  think 
they're  idiots 


By  Gary  Slutsker 

adc  Telecommunications  Inc.  is  a 
hot  company  in  a  hot  field.  It  sells 
fiber-optic  video,  data  and  voice 
transmission  systems  to  phone  com- 
panies, TV  broadcasters  and  every  ma- 
jor cable  TV  operator.  Its  new  minia- 
ture cellular  radio  switch  is  being 
tested  by  seven  of  the  biggest  cellular 
phone  operators  in  North  America. 
And  adc's  engineers  and  marketers 
are  working  to  exploit  an  emerging 
switch  technology  called  asynchro- 
nous transfer  mode,  to  handle  simul- 
taneously the  massive  flows  of  high- 
speed digital  information  that  will  be 
generated  during  the  coming  decade 
as  communications,  computing  and 
entertainment  merge. 

While  many  of  ADC's  products  are 
new  tech,  the  company  has  been 


around  since  1935,  when  Audio  De- 
velopment Corp.  was  founded  to 
make  machines  called  audiometers  to 
test  children's  hearing.  Over  the 
years,  the  company  expanded  into 
telephone  equipment. 

In  1970  representatives  of  Minnea- 
polis' Bell  family  (they  founded  Gen- 
eral Mills  and  controlled  51%  of 
ADC)  persuaded  Minneapolis  native 
Charles  Denny  to  quit  his  job  as  a 
marketing  executive  for  Honeywell  in 
Boston  and  return  home  and  run  the 
company.  Denny  was  an  inspired 
choice.  He  turned  ADC  into  a  low- 
cost,  high-quality  producer  of  equip- 
ment to  interconnect  and  test  tele- 
phone circuits.  The  equipment  wasn't 
terribly  sophisticated,  but  adc's  earn- 
ings compounded  at  20%  a  year  over 


ADC  Telecom- 
munications 
Chairman 
Charles  Denny 
When  raiders 
attacked, 
he  stood 
his  ground. 
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UP  &  COMERS 


William  Cadogan 
of  ADC  Telecom- 
munications 
As  a  staid  old 
telephone  busi- 
ness is  turning 
into  the  informa- 
tion technology 
business,  tele- 
phone equip- 
ment maker  ADC 
is  transforming 
itself  into  a 
technology 
leader. 


the  next  20  years. 

Denny  was  so  good,  in  fact,  that  in 
1989  ADC,  which  had  merged  with  a 
public  company  in  the  1960s,  attract- 
ed the  attention  of  the  New  York 
takeover  crowd. 

"We,  of  course,  being  a  sweet  little 
Midwest  company,  never  thought 
those  rascals  would  focus  on  us,"  says 
Denny.  But  the  rascals  had  ADC — and 
its  $40  million  cash  hoard — squarely 
in  their  crosshairs.  In  mid- 1989  Den- 
ny got  word  that  Lodestar  Group,  a 
New  York  leveraged  buyout  firm  then 
led  by  former  Morgan  Stanley  boss 
Robert  Baldwin,  was  quietly  accumu- 
lating adc  shares.  That  September, 
Lodestar  announced  it  had  acquired 
6.4%  of  the  company.  Lodestar 
vowed  to  buy  enough  stock  to  take 
over  ADC  or  put  the  company  in  play 
unless  Denny  agreed  to  borrow  $200 
million  and  declare  a  giant  one-time 
dividend. 

"I  looked  at  that  equation  and  said 
these  people  are  idiots,  and  I  still  think 
they're  idiots,"  says  Denny,  now  62. 
"Only  somebody  who  graduated 
from  business  school  yesterday  could 
ever  hold  such  a  theory — going  into 
debt  like  that  would  have  drained  the 
company  of  its  capacity  to  invest  in 
future  growth." 


Denny  had  better  ways  to  employ 
ADC's  capital.  Before  Lodestar  ap- 
peared, he  had  been  negotiating  to 
buy  an  Oregon  company  called  Ken- 
trox,  which  made  products  for  high- 
speed private  telecommunications 
networks.  Denny  agreed  to  buy  Ken- 
trox  for  $31  million  in  cash.  Lodestar 
eventually  backed  off,  selling  its 
shares  at  a  small  profit.  Too  bad  for 
Lodestar.  Since  then  adc's  shares 
have  more  than  tripled  in  value. 

Denny  and  his  chosen  successor, 
William  Cadogan,  a  former  AT&T  en- 
gineering and  sales  executive,  kept 
acquiring.  In  1990  ADC  paid  $10 
million  for  American  Lightwave  Sys- 
tems, a  leading  supplier  of  fiber  trans- 
mission systems  for  cable  operators. 
ADC  then  began  peddling  American 
Lightwave's  products,  which  pump 
signals  over  fiber  and  coaxial  cables,  to 
its  telephone  company  customers. 

Encouraged  by  their  success  at 
pushing  new  high-tech  products 
through  their  old  marketing  chan- 
nels, in  May  1991  Denny  and  Cado- 
gan paid  $50  million — $40  million  of 
it  borrowed — for  Fibermux,  a  maker 
of  high-speed,  fiber-optic  equipment 
for  local  area  networks.  The  Fiber- 
mux/ADC  combination  has  been  so 
successful  that  its  acquisition  debt  has 


already  been  paid  down  entirely  out  of 
cash  flow. 

adc's  relationships  with  the  phone 
companies  continue  to  pay  off,  some- 
times in  unexpected  ways.  When  a 
brilliant  Burlington,  Mass. -based 
technology  firm  called  Steinbrecher 
Corp.  approached  Nynex  Corp. 
about  using  its  digital  cellular  tech- 
nology, Nynex  technologists  intro- 
duced Steinbrecher  executives  to 
ADC,  which  was  working  on  a  micro- 
cell  switch.  ADC  and  Steinbrecher 
pooled  resources  and  brought  out  the 
first  digital  switch  for  microcells.  (Mi- 
crocells  provide  cellular  service  within 
buildings  and  subway  tunnels,  where 
either  radio  signals  generally  don't 
carry  well  or  big  systems  aren't  need- 
ed.) "adc  had  the  sales  and  service 
infrastructure  and  established  rela- 
tionships with  the  companies  that 
could  jump-start  our  involvement  in 
the  industry,"  says  Douglas  Shute, 
president  of  Steinbrecher. 

In  fiscal  1992  (ended  last  Oct.  31) 
ADC  earned  $21  million  ($1.55  a 
share)  on  revenues  of  $316  million. 
With  its  stock  price  at  a  recent  56%, 
the  company  trades  at  27  times  trail- 
ing 12 -month  earnings,  and  has  a 
market  capitalization  of  $78 1  million. 
But  Ted  Moreau,  a  telecommunica- 
tions equipment  analyst  at  Robert  W. 
Baird  &  Co.  in  Milwaukee,  thinks 
adc's  shares  are  a  good  long-term 
bet.  He  expects  earnings  to  jump  to 
$2.20  a  share  this  year,  $2.65  in  1994, 
and  keep  growing  at  over  20%  a  year 
for  the  next  several  years  as  sales  of  the 
company's  newest  products  take  off. 

With  the  company  moving  toward 
more  complex  technologies,  market- 
ing man  Denny  turned  over  ADC's 
reins  to  engineer  Cadogan,  45,  al- 
most two  years  ago.  (Denny  remains 
chairman. )  He  also  asked  some  senior 
managers  to  take  early  retirement 
with  him  in  order  to  give  Cadogan  a 
chance  to  hire  younger  people.  Den- 
ny says  this  will  allow  ADC  to  "turn  a 
leaf,"  much  as  it  did  when  he  left 
Honeywell  to  take  over  23  years  ago. 

Does  Denny  give  any  credit  for 
adc's  second  transformation  to  the 
prod  he  received  from  the  Lodestar 
threat?  He  does  not.  "We  survived," 
says  Denny.  "But  [the  takeover  at- 
tempt] was  the  most  irritating,  mad- 
dening event  in  my  business  career. 
Just  terrible."  M 
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Behind  every  financial  perception 
is  a  market  reality* 


Expert  financial  advice  requires  20  years,  Houlihan  Lokey  has  furnished 
astute  analysis  by  professionals  who  specialty  investment  hanking  services 
understand  the  importance  of  looking  to  more  than  4,000  clients,  from  Wall 
beyond  face  value.  At  Houlihan  Lokey  Street  to  Main  Street.  For  advisors 
Howard  ck  Zukin,  we  inspect  beneath 
the  surface  to  provide  you  with 
alternative  vantage  points.  In  the  past 


Houlihan  Lokey 
Howard  &  Zukin 

A  Specialty  Investment  Banking  Firm 


with  a  discerning  perspective,  call 
us  at  (800)  788-5300.  With 
experience  in  over  $100  billion 
worth  of  transactions  in  the  last  five 
years,  Houlihan  Lokey  understands 
the  rapidly  changing  complexion  of 
today's  business  environment. 


Los  Angeles  •  New  York  •  Chicago  •  San  Francisco  ♦  Minneapolis  ♦  Washington  D.C.  •  Toronto 


Models  are  thin  and  can  dress  rich.  But  as  Tom  Gould 
of  Younkers  stores  well  knows,  most  American  women 
are  neither  thin  nor  rich. 

Milan  proposes, 
Des  Moines 


disposes 


By  Suzanne  Oliver 

Bodysuits  are  hot  in  the  Midwest 
this  year.  The  Des  Moines- based 
Younkers  department  store  chain  was 
selling  its  stock  of  4,000  so  quickly 
that  it  ordered  another  8,000  in 
March,  25,000  in  April  and  3,000  in 


May.  By  Mav  30  Younkers  had  sold 
18,000  bodysuits  for  $288,000  and  a 
gross  profit  of  $138,000.  Yes,  design- 
ers like  Donna  Karan  and  Calvin  Klein 
were  selling  bodysuits  a  year  ago.  But 
the  trend  just  hit  the  Midwest.  "It's 


Younkers  Chairman  W.  Thomas  Gould 

"Former  management  thought  consumers  had  gotten  thin  and  rich  overnight." 


not  w  hat  is  selling  in  Milan  but  what  is 
selling  in  Des  Moines  that's  impor- 
tant to  us,"  says  Younkers  Chairman 
W.  Thomas  Gould. 

From  his  office  on  the  fourth  floor 
of  a  Des  Moines  Younkers  store, 
Gould,  47,  a  veteran  of  Allied  Stores 
and  Gimbel's,  knows  his  customers. 
Since  joining  Younkers  in  1985  he  has 
transformed  this  retailer,  increasing 
net  income  from  $730,000  on  sales  of 
$181  million  to  $17.6  million  on  sales 
of  $473  million  in  the  fiscal  year  that 
ended  Jan.  30.  A  lot  of  that  growth 
came  from  acquisitions,  but  not  all. 
Last  year  same-store  sales  climbed  8%. 

Since  going  public  a  year  ago  April 
at  12y2,  Younkers  stock  has  climbed 
to  27Vi.  That's  still  comparatively 
cheap.  It's  10  times  the  $2.73  earn- 
ings per  share  that  Dean  Ramos  of 
Dain  Bosworth  expects  for  the  fiscal 
year  ending  January  1994.  (That's  off 
a  bit  from  fiscal  1993  because  of 
dilution  from  an  additional  share  of- 
fering and  the  absence  of  some  one- 
time gains. ) 

Gould's  formula  is  simplicity  itself. 
It  can  be  summed  up  as:  It  doesn't 
matter  w  hat  trendsetters  propose  in 
New  York,  Paris  and  Milan  that  peo- 
ple should  wear.  What  matters  is  what 
folks  in  Omaha  and  such  places  will 
wear.  The  two  are  not  the  same  thing. 
"Former  management  thought  the 
American  consumer  had  gotten  thin 
and  rich  overnight,"  says  Gould,  who 
realizes  that  Americans  may  think  thin 
but  often  eat  fat.  Younkers  does  a 
larger  than  normal  25%  of  its  wo- 
men's apparel  sales  in  sizes  14  and 
higher,  and  features  large  women  in 
its  catalog  and  fashion  shows.  Reve- 
nue from  the  large-size  departments 
is  growing  at  50%  a  year. 

Younkers  has  the  dominant  market 
share  in  most  of  its  54  locations, 
competing  against  die  likes  of  Wal- 
Mart  and  Dillard  as  well  as  J.C.  Pen- 
ney and  Sears.  The  company  carries 
tried-and-true  labels  such  as  Liz  Clai- 
borne, Carole  Litde,  Tommy  Hil- 
figer,  Ralph  Lauren  and  Nautica,  but 
nearly  20%  of  its  apparel  carries  store 
labels.  Younkers'  private-label  long- 
sleeve  knit  shirt  sells  for  $20,  for 
example,  while  a  similar  one  at  J. 
Crew  goes  for  $28. 

While  Gould  often  puts  trendy 
merchandise  on  sale,  he  offers  many 
basics  at  everyday  low  prices  that 
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JIM  AND  SARAH  BRADY 
DEFINITELY  HAVE  PRESTIGE: 
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Fireman's  Fund  thanks  the  Bra dys  for  sharing  their  experience  with  us  and  for  choosing 

>ur  Prestige®  policy  to  insure  their  home.  We'  ve  protected  America's  finest  homes  for  FirtMTliinS 

jver  130  years.  For  more  information,  contact  your  independent  agent  or  hroher.   9  
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WE  INSURE  GOOD  NEWS. 


From  Manhattan  to  Madrid,  more  people  arot 

BECAUSE  Citibank's  worldwide  branch  network  enables  customers  to  manage  their  money 
anywhere,  anytime.  BECAUSE  Citibank  is  the  leading  global  private  bank,  providing  clients 
with  unparalleled  wealth  management  and  investment  opportunities.  BECAUSE  Citibank 


BETWEEN 
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*  world  choose  Citibank  than  any  other  bank. 

is  the  largest  issuer  of  credit  and  charge  cards  in  the  world, 

offering  services  and  choices  to  meet  almost  any  need.  _«_,: 
BECAUSE  THE   CiTI    NEVER   SLEEPS .  \^lllBAN\%9 


Younkers 


EDITED  BY  LAURA  SAUNDERS 


These  newfangled  indexed  CDs  sound  good- 
until  you  start  studying  the  tax  consequences. 

CDs  for  CPAs 


don't  go  on  sale.  These  items,  identi- 
fied by  "value  price'1  signs  in  stores, 
were  bought  cheaply  from  manufac- 
turers, and  Gould  passes  the  savings 
along  to  his  customers. 

Thus,  Younkers  sells  for  $22  men's 
Dockers  twill  shorts  that  a  competing 
store  sold  for  $32,  then  reduced  to 
$25.  Shoppers  can  trust  the  consis- 
tency of  Younkers'  value  pricing,  ob- 
serves Bernard  Olsoff,  president  of 
Frederick  Atkins  Inc.,  a  retail  consul- 
tant in  New  York  City.  "A  [  Younkers] 
customer  doesn't  have  to  be  suspi- 
cious like  he  does  at  Macy's  about 
what  the  product  will  cost  on  Thurs- 
day or  Sunday." 

There's  more  than  number  crunch- 
ing here.  Says  Gould,  who  grew  up  in 
backwater  Greensboro,  Fla.  and  went 
to  work  on  a  tobacco  farm  at  age  6,  "I 
was  born  poor,  and  I  don't  intend  to 
die  that  way." 

Gould's  gross  margin  has  averaged 
a  comparatively  high  38%.  But  his  net 
margin  of  3.7%  is  on  the  low  side.  He 
aims  to  take  more  of  that  gross  profit 
to  the  bottom  line  by  cutting  over- 
head with  a  new  computer  system  and 
by  continuing  to  motivate  his  sell- 
ing staff. 

In  the  fashion  of  the  late  Sam  Wal- 
ton, Gould  runs  motivational  meet- 
ings for  his  sales  executives.  The  style 
trickles  down.  At  a  recent  daily  meet- 
ing of  the  staff  at  a  Younkers  store, 
floorwalkers  were  giving  spirited  pre- 
sentations about  the  Mother's  Day 
gifts  that  could  be  found  in  their 
departments.  Later  they  gave  an  ova- 
tion to  the  top  salesperson  of  the  day 
before.  The  store  manager  handed 
out  silver  dollars  to  two  employees  for 
top  reviews  from  secret  shoppers. 
Cheap  inspirational  tools  make  a  big 
difference  in  a  low-wage  industry. 

Gould  is  confident  enough  of  his 
methods  that  he  isn't  afraid  to  buy 
underperforming  retail  chains  and 
raise  them  to  his  standards.  Younkers 
paid  30%  of  sales  for  Green  Bay-based 
Prange  and  67%  of  sales  for  Omaha- 
based  Brandeis.  In  comparison,  Day- 
ton Hudson  paid  one  times  sales  for 
Marshall  Field,  and  Saks  Fifth  Avenue 
went  for  125%  of  sales  to  an  interna- 
tional group.  But  let  the  others  chase 
the  glamour  names  and  the  glamour 
images.  Tom  Gould  will  concentrate 
on  selling  stuff  to  ordinary  folk  at 
prices  they  can  afford.  H 


By  Amy  Feldman 

Latest  fad  on  Wall  Street:  a  surefire 
investment  that  guarantees  your  prin- 
cipal back  and  still  gives  you  a  shot  at 
great  returns  if  the  stock  market  goes 
way  up.  These  so-called  indexed  CDs 
are  sold  by  banks,  and  a  sister  product 
is  sold  by  brokers.  They  are  a  hit, 
having  raked  in  more  than  $400  mil- 
lion from  the  investing  public. 

Just  about  everybody  is  offering 
them,  but  different  issuers  give  them 
different  names:  Mitts  from  Merrill 
Lynch,  Sirs  from  PaineWebber,  Mar- 
ket Linked  Deposits  from  Bankers 
Trust,  Stock  Market  Certificates  from 
IDS,  Stock  Index  Insured  Accounts 
from  Citibank.  What  are  these  things? 

The  Mitts,  now  trading  on  the  New 
York  Stock  Exchange  (recent  close, 
lOVs),  is  typical.  When  it  matures  in 
1997,  you  get  back  the  original  $10- 
per-share  issue  price  plus  115%  of  the 
price  gain  in  the  S&P  500  between  July 
1992  and  August  1997.  So  if  the 
market  climbs  20%  between  those 
dates,  you  get  $12.30.  Like  owning 
an  index  fund,  but  minus  the  divi- 
dends and  without  the  risk. 


Before  you  succumb,  however,  be- 
ware of  a  big  problem  many  sellers 
have  conveniently  relegated  to  fine 
print.  Unless  you  are  buying  these 
products  for  a  tax-free  account  such  as 
an  ira,  you'll  also  be  buying  a  tax 
nightmare.  'T  would  tell  a  client  that 
you  don't  know  the  tax  treatment  and 
can't  accurately  predict  the  tax  rate," 
says  New  York-area  accountant  Larry 
Elkin.  To  their  credit,  some  of  the 
sellers,  Citibank  among  them,  will  sell 
them  only  for  IRAS  or  Keoghs. 

Here's  why.  As  seen  by  the  Internal 
Revenue  Service,  these  products  have 
two  parts.  The  first  is  a  zero  coupon 
bond  that  guarantees  the  return  of 
principal  at  maturity.  The  second  is  a 
call  option  on  a  stock  index  that  will 
be  exercised  at  the  bond's  maturity 
date  if  the  index  has  risen,  or  allowed 
to  expire  worthless  if  it  hasn't. 

The  trouble  is  that  nobody,  includ- 
ing the  IRS,  knows  exactly  how  such 
an  instrument  should  be  taxed.  In 
early  1991  the  Treasury  Department 
proposed  the  "bifurcation"  rules, 
which  said  that  such  types  of  securities 
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should  be  split  into  their  component 
debt  and  option  portions  and  be  taxed 
accordingly.  Under  this  interpreta- 
don,  the  debt  is  a  conventional  zero 
coupon  bond,  sold  at  a  discount  and 
giving  rise  to  phantom  interest  in- 
come every  year,  while  the  option  is 
like  a  warrant  that  gives  rise  to  capital 
gain  or  loss  at  maturity. 

But  in  early  1993  other,  different 
regulations  were  proposed:  The  en- 
tire security  would  be  considered  cou- 
pon debt,  with  the  phantom  coupon 
calculated  every  year  as  the  value  of  an 
pption.  Then  these  proposed  regula- 
tions were  withdrawn  for  further 
>tudy.  Since  then  the  taxmen  haven't 
spoken  further. 

So  buyers  are  in  the  dark  at  tax  time. 
But  if  they  follow  the  original  bifurca- 
tion rules,  as  some  accountants  sug- 
gest, look  what  happens: 

Say  you  buy  a  Bankers  Trust  five- 
^ear,  $100,000  CD  that  offers,  in  lieu 
pf  interest,  a  payment  equal  to  the 
percentage  price  gain  in  the  S&P  500. 
[t's  up  to  Bankers  Trust  to  figure  out 
:hat  what  you  really  bought  was,  say, 
in  $80,000  zero  coupon  bond  paying 
i  fixed,  guaranteed  4.5%  interest  rate, 
plus  an  option  worth  $20,000.  That 
option  ends  up  in  the  money  if  stock 
prices  (not  counting  dividends)  ap- 
preciate; if  they  don't,  the  $20,000 
pption  expires  worthless. 

Every  year  Bankers  Trust  sends  you 
i  1099  notice  telling  you  how  much 
phantom  interest  you  earned  on  your 
£80,000  bond.  This  interest  is  imme- 
diately taxable,  even  if  the  option  is 
neanwhile  crashing  in  value  because 
:he  market  is  doing  poorly. 

Figuring  taxes  on  the  option  por- 
ion  is  trickier.  In  the  simplest  case, 
?ou  assume  that  the  option  is  a  non- 
isted  nonequity  option.  This  means 
:he  capital  gain  or  loss  is  recognized 
ifter  the  security  has  either  come  to 
:erm  or  been  sold.  If  you  hold  on  until 
:he  bitter  end,  your  gain  is  what  you 
get  for  the  option  (the  percentage 
gain  in  the  stock  market  times 
5100,000),  minus  the  $20,000  paid. 

But  wait.  The  IRS  could  decide 
nstead  that  the  option  is  a  listed 
lonequity  option.  This  means  that  it 
should  be  marked  to  market  at  each 
^ear-end.  Any  resulting  gain  or  loss 
vill  be  considered  60%  long  term  and 
10%  short  term. 

Talk  about  headaches!  Say  the  mar- 
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Details. 


Attention  to  them  sets  apart  the  finest  homes. 
And  the  finest  real  estate  agents. 


@  1993  The  Prudential  Real  Estate  Affiliates,  Inc.'  ThePrudential  and  (Sf» 

are  registered  service  marks  of  The  Prudential  Insurance  Company  of  America. 
Equal  Housing  Opportunity  t£l  Each  Company  Independently  Owned  and  Operated 


ThePrudential  vmn 

Real  Estate  Affiliates" 
Rock  solid  in  real  estate." 


No-Load  International  Diversification  -  #1  in  a  Series 


A  SUCCESSFUL 

LNTTERNATIONAL  EQUITY 

fund  is  no  accident. 

"With  Warburgf  Pincus  International 

Equity  Fund,  I  analyze  economic  factors, 

but  I  also  look  at  foreign  companies  like 

a  businessman,  from  tke  kottom  up." 

Tkis  no-load  fund  kas  earned  an  "A" 

ranking  for  3  and  4 -year  performance,  and 

lUan/K^jUL^^    a 'i3' banking  for  1-year,  according  to  The 

Intcmatkma}  Equity  FunA     Wall  Street  Journal  I  Lipper  Analytical  Data.* 

"Lipper  Analytical  Services,  Inc.,  periods  ending  5/31/93  for  international  stock  funds.  Reprinted 
from  Tlx  Wall  Street  Journal e '1993  Dow  Jones  &  Co.,  Inc.  All  rights  reserved.  Past  performance 
cannot  guarantee  future  results.  Investment  return  and  share  price  will  fluctuate  and  redemption 
value  may  be  more  or  less  than  original  cost.  For  more  complete  information,  including  manage- 
ment fees,  expenses,  and  special  risk  considerations  associated  with  international  investing,  call  for  a 
prospectus.  Read  it  carefully  before  investing.  Counsellors  Securities  Inc.,  distributor. 

CALL:  1-800-257-5614 


-166  Lexington  Avenue,  New  York,  NY  10017 


Warburg  Pincus  Funds 


iM2 


Award-Winning  Performance 

It's  a  rare  honor  for  an  operation  and  /  or  plant  to 
be  recognized  for  overall  performance  by  one  of  its 
customers.  But  every  year  Fansteel  operations  are 
recognized  dozens  of  times  for  their  abilities  to  meet 
or  exceed  their  customers'  quality,  cost  and  delivery 
.  requirements. 

Fansteel  is  a  specialty  metals  manufacturer  of 
forgings,  investment  and  sand  mold  castings,  special 
wire  forms,  tungsten  carbide  wear  resistant  machine 
parts,  cutting,  mining  and  construction  tools  for  a 
variety  of  highly  technical  industries.  Our  customers 
demand  and  expect  zero  defect,  superior  quality, 
and  on-time  deliveries.  We've  continually  exceeded 
these  requirements  by  developing  a  combination  of 


technical  expertise,  manufacturing  excellence,  and  a 
highly  trained,  motivated  and  dedicated  work  force. 

Our  constant  attention  to  the  development  of  these 
skills  insures  that  Fansteel  will  continue  to  meet  or 
exceed  our  customers'  requirements  for  years  to  come. 

Fansteel's  award-winning  performance  is  just  one 
more  reason  why  it  will  pay  to  know  more  about  us. 

ansteel 

1  Tantalum  Place 

North  Chicago,  IL  60064  . 

708-689-4900 


ket  rises  sharply  in  year  one,  making 
the  theoretical  "fair  market  value"  of 
your  option  go  up.  You  would  have  a 
paper  profit — say,  $4,000 — all  imme- 
diately taxable.  If  the  market  does  well 
in  years  two  through  four,  you  would 
keep  paying  tax  on  additional  phan- 
tom income — say,  another  $12,000. 
Your  $20,000  option  is  now  worth 
$36,000  on  paper.  Now  let's  imagine 
that  in  the  fifth  year  the  market  crash- 
es, wiping  out  the  option  altogether. 

Now  recap  the  numbers  and  you'll 
see  why  you  are  buying  a  pig  in  a  poke. 
Your  $100,000  is  returned  intact. 
You  broke  even.  But  you've  paid  taxes 
on  $20,000  of  phantom  interest  in- 
come and  $16,000  of  supposed  op- 
tion profits.  And  you're  sitting  on  a 
$36,000  capital  loss  for  the  final  year. 


The  trouble  is  no  one 
knows  how  these  prod- 
ucts should  be  taxed. 
Unless  you  buy  for  a  tax- 
free  account,  you'll  buy 
a  tax  nightmare. 


Now  what  do  you  do  with  this  loss? 
If  you  have  oodles  of  capital  gains 
realized  that  same  year  (not  likely — 
the  market  just  crashed),  then  you  can 
net  the  $36,000  loss  against  the  gains 
and  be  done  with  it.  But  if  you  don't 
have  gains  sitting  around,  you  are  in 
trouble.  Only  $3,000  of  the  $36,000 
loss  is  immediately  deductible.  The 
$33,000  balance  is  carried  forward. 

There's  an  escape  hatch,  but  be 
prepared  to  hire  an  accounting  firm  to 
get  through  it.  You  can  carry  back 
$16,000  of  the  option  losses  to  years 
one  through  four.  For  each  of  these 
^ears  you  file  an  amended  return.  Net 
result:  a  stack  of  1040X  and  Schedule 
D  forms,  a  fat  bill  from  your  accoun- 
tant, and  a  mere  $17,000  to  carry 
forward  as  you  struggle  to  break  even 
with  the  IRS  on  your  $100,000  break- 
even CD. 

It  gets  even  worse  if  you  buy  one  of 
these  securities  in  the  aftermarket  at  a 
premium  or  discount,  but  we'll  spare 
you.  Our  advice:  If  you  want  to  take  a 
flier  on  the  market,  invest  in  medium- 
jr  short-term  government  paper  and 
ase  some  of  the  interest  to  buy  s&P 
iitures  options.  Unless,  that  is,  you 
mjoy  hassling  with  the  IRS.  Hi 
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INTRODUCING 

TWO  NEW 
MEMBERS  OF 
OUR  FAMILY. 


We're  proud  to  announce 
the  arrival  of  a  pair  of 
brand  new  Janus  Funds  - 
and  a  golden  opportunity 
to  get  in  on  the  ground 
floor  of  two  promising 
investments. 
JANUS  MERCURY  FUND 
is  a  nondiversified,  long- 
term  growth  fund.  Its  goal  is 
capital  appreciation,  pri- 
marily through  invest- 
ments in  common  stock. 
Because  the  fund  is  nondi- 
versified, it  will  have  a  higher 
concentration  of  certain 
stocks  in  its  portfolio.  This 
may  give  it  more  volatility, 
but  it  will  also  allow  Janus 
Mercury  Fund  to  take  full 
advantage  of  stocks 
with  outstanding 
growth  potential. 


JANUS  FEDERAL  TAX-EXEMPT 
FUND  v  is  designed  to 
achieve  as  high  a  level  of 
current  income  as  possible 
-  income  exempt  from  feder- 
al income  tax  -  while  still 
preserving  capital.  It's  ideal 
for  investors  who  want  con- 
sistent income  and  a  tax 
break,  because  it  invests 
primarily  in  securities  that 
produce  federally  tax- 
exempt  income. 

To  find  out  more  about 
our  growing  family  of  funds, 
call  or  send  in  the  coupon 
today  for  a  prospectus 
containing  more  complete 
information.  Please  read  it 
carefully  before  you  invest. 
BECAUSE  IT'S  NOT  HOW 
MUCH  YOU  INVEST. 
IT'S  HOW  SMART. 


JANUS  FUNDS 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext  430 


YES  ■  '  wou'd      to  know  more  about  Janus  Mercury  Fund 
and  Janus  Federal  Tax-Exempt  Fund! 

Name  


Address. 


I 
I 


City/State/Zip 


Janus  Funds  are  no-load  mutual  funds. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8983 
Ext.  430 

FORB 
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Let's  hope  Washington  doesn't  get  any  ideas 
from  the  latest  outrage  in  socialist  Ontario. 

Sue  'em. 

Sue  everybody. 


By  David  Frum 

Taxes  may  be  higher,  regulation 
more  intrusive,  unions  more  bloody- 
minded,  but  companies  doing  busi- 
ness in  Canada  have  enjoyed  at  least 
one  advantage  over  their  U.S.  coun- 
terparts: a  more  predictable  legal  en- 
vironment. Until  now. 

The  legislature  in  Ontario,  Cana- 
da's industrial  heartland,  is  working 
on  an  "environmental  bill  of  rights" 
that  will  empower  any  resident  of  the 
province  to  sue  anybody  he  considers 
a  polluter.  The  bill  isn't  yet  law,  but 
Ontario's  socialist  government  has 
the  votes  and  the  ideological  commit- 
ment to  push  it  through. 

Until  now,  Ontario — like  most  of 
the  English-speaking  world — has  lim- 
ited lawsuits  by  the  doctrine  of 
"standing":  You  cannot  sue  unless 
you  have  a  direct,  personal  interest  at 
stake.  The  environmental  bill  of  rights 
abolishes  standing.  Anybody  may  sue 
anybody  else  by  alleging  the  infrac- 
tion of  a  regulation,  however  insignif- 
cant,  plus  damage  or  threat  of  damage 
to  air,  water,  public  land,  plants,  ani- 
mals or  an  "ecological  system." 

Nice  words.  Scary  implications. 
Suppose  you  are  about  to  create  200 
new  jobs  by  expanding  operations  at  a 
mine  in  northern  Ontario.  If  a  bird- 
watchers' club  in  Chatham,  500  miles 
to  the  south,  decides  that  your  mine 
might  cause  "imminent  harm"  to  the 
birds'  "ecological  system,"  it  need 
only  detect  an  error  somewhere  in 
your  paperwork  in  order  to  bring  an 
action  to  force  you  to  stop. 

Or  suppose  you  have  a  weekend 
cottage  on  trendy  Lake  Simcoe,  near 
Toronto,  and  you  like  to  spend  time 
buzzing  around  on  your  jet  ski — 
lopping  off  marsh  grass  and  scaring 
the  fish.  Under  the  proposed  law,  if 


you  violate  a  noise  or  safety  bylaw,  an 
angler's  club  in  Toronto  could  de- 
mand an  injunction  to  stop  you  from 
skiing. 

True,  the  bird-watchers  and  the 
fish  people  must  first  lodge  a  com- 
plaint with  the  Environmental  Com- 
missioner, a  new  bureaucracy  to  be 
created  by  the  bill  of  rights.  But  it's  up 
to  the  plaintiffs  and  the  courts  to 
decide  whether  the  commissioner's 
response  is  "reasonable."  If  they  de- 
cide it's  not,  then  bombs  away. 

The  environmental  bill  of  rights 
contains  no  helpful  definition  of  rea- 
sonableness. Sally  Marin,  an  attorney 
with  the  Ontario  Ministry  of  Environ- 
ment &  Energy  and  one  of  the  bill's 
drafters,  explains  that  it  is  Ontario's 
intention  that  "courts  should  have 
discretion." 


Will  they  ever.  If  a  defendant  loses, 
a  court  can  order  it  to  "restore"  the 
damage  it  has  done.  What  if  restora- 
tion is  technologically  impractical  or 
simply  not  justified  by  cost-benefit 
analysis?  If,  for  example,  a  plaintiff 
asks  a  manufacturer  to  refit  his  factory 
to  produce  zero  air  pollution?  Better 
hope  the  judge  is  in  a  good  mood, 
because  the  only  restriction  on  his 
discretion  is  that  the  final  settlement 
must  be  "appropriate." 

The  judge  will  also  have  power  to 
deny  approval  to  any  settlement — and 
even  to  refuse  the  plaintiff  permission 
to  drop  the  lawsuit. 

In  a  concession  to  Canada's  tradi- 
tional hostility  to  the  lawsuit  as  a  tool 
of  public  policy,  the  bill  of  rights 
makes  no  provision  for  monetary 
damages,  although  courts  may  award 
successful  plaintiffs'  costs,  including 
attorneys'  fees.  But  if  the  bill  doesn't 
create  incentives  for  a  Canadian  ver- 
sion of  the  notorious  U.S.  plaintiffs' 
bar,  it  does  open  impressive  opportu- 
nities for  ideologically  motivated  en- 
vironmental groups. 

In  the  U.S.  such  groups  must  rely 
on  members'  contributions;  in  Cana- 
da they  are  supported  by  the  govern- 
ment. In  any  action  before  Ontario's 
environmental  tribunals,  groups  like 
Greenpeace  receive  "intervenor 
funding" — government  aid  that  can 
run  into  the  tens  of  millions  of  dollars. 

Absorbing  new  legal  risks  won't  be 
easy  for  the  struggling  provincial 
economy,  which  is  heavily  dependent 
on  manufacturing.  Unemployment, 
for  instance,  still  hovers  at  the  11% 
mark.  Leaving  aside  the  telephone 
monopoly,  Canada's  nine  biggest 
companies,  all  but  three  of  them  On- 
tario-based, collectively  registered  a 
net  loss  of  $400  million  last  year. 
Business  has  been  fleeing  the  prov- 
ince; even  high-tax  New  York  State 
looks  hospitable  by  comparison. 

But  the  province's  browbeaten 
businesses  scarcely  dare  complain. 
"We  have  to  work  with  govern- 
ment," explains  the  forest  industry 
association's  Marie  Rauter.  In  time- 
tested  Canadian  fashion,  big  firms  will 
extract  concessions  in  closed-door 
negotiations  and  come  up  with  rules 
they  can  live  with.  The  likely  losers? 
Again,  in  time-tested  Canadian  fash- 
ion: smaller  firms,  new  entrants  into! 
the  market — and  the  consumer.  ■ 
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HAVE  always  HAD  A  WAY  with  WORDS. 


They  still  do 


Introducing  the  Air  France  MBA  Program 
Future  Business  Leaders  Forum 


J  -  _  ..    .....  w  3-"J«l 

marketplace.  Today's  functional,  divisional  and  matrix  structures  need 
be  transformed  into  a  structure  that  can  modify  itself  with  the  changl 
environment.  The  resulting  structure  will  probably  be  impossible  for  a 
~nr  1 11  1  1  Hn  l     t  in  W    'lljj^"f      * *        *     »' "  »<vJaflJ*"N 


THEY  DON'T  HAVE  FANCY  JOB  TITLES  like  Executive  Vice  President  or  National  Sali 
Manager.  For  some,  dorm  rooms  double  as  office  space.  Salary?  These  are  students,  not  professional 
hey've  not  yet  been  caught  up  in 
he  ways  of  power  luncheons  or 
ligh  finance. 

So  what  words  can  they 

Dffer  about  the  workings  of  commerce  and  industry?  What  insights  can  university  students  shed  on  tl 
subjects  of  international  politics  or  global  communications?  They  are,  after  all,  a  most  inexperienced  - 

if  not  hopeful  —  bunch. 

Precisely  why  they  offer  s 
much.  We  live  in  an  unusual  tim 
brlds  are  coming  together  wil 
alarming  speed.  Traditional  pan 
iigms  no  longer  apply.  Those  political  thinkers,  strategists,  commentators  who  have  done  so  much  to  explai 
where  we've  been,  are  these  days  often  baffled  about  where  we're  heading. 

And  so  we  turn  to  those  who,  though  lacking  maybe  in  the  requisite  qualifications,  have  a  keen  gras 
ind  a  valuable  understanding  of  one  of  four  important  world  issues  we  seek  to  explore.  They're  student 
yes,  but  their  words  carry  power  because  they're  so  fresh 


1  developing  strategic  pathways  that  complement  the  traditional 
lain  of  command,  cross-functional  projects,  business  unit  joint  ven- 
les  and  partnerships  with  both  suppliers  and  customers  that  spawn 
:tivities  outside  "mainstream"  reporting  lines. 


The  Contest 


For  the  second  year,  The  Air  France 


jininv.  ..  '     ...uuuj  ilium,  .  Hencej 

it  is  crucial  to  obtain  information  about  customers'  contact-level  perceptions.  In  j 
addition,  customers  may  have  different  expectations.  Total  quality  is  the  customjj 
comparison  between  expectation  and  the  realized  performance.  Various  meth^ 


MBA  Program  Future  Business  Leaders  Forum  is  open  to  all  business  students  at  24  universities,  twelve  i 
he  United  States,  twelve  across  Europe.  Each  of  the  schools'  participants  must  address  one  of  four  topic 


stern  Europe  and  Russia;  Technology  and  Corporate  Communications;  European  Community  '93; 
i  Managing  in  a  Global  Economy.  Essays  are  judged  by  a  panel  of  Air  France's  top  business  customers 
the  basis  of  originality,  knowledge  of  the  subject  matter  and  the  strength  of  their  arguments  and  position. 


Participating  universities  include 


he  Wharton  School  •University  of  Cologne  • 
olumbia  Business  School  »TRiNrrY  College,  Dublin 
Harvard  Business  School  *The  HEC  School  of 
Ianagement,  Paris  •Fuqua  School  of  Business,  Duke 
ntversity  •escade,  barcelona  •university  of  texas 
stanford  university  graduate  school  of  business  • 
niversidade  nova  de  llsboa  -london  business 
chool  •Rotterdam  School  of  Management  • 
jsead,  Fontainebleau  »University  Catholique 
e  Louvain  •MIT  Sloan  School  of  Management 
University  of  California,  Berkley  -Copenhagen 
usiness  School  •University  of  Southern  California 
JCLA  »Stern  School  of  Business,  NYU  •Untversita 
ommerciala  Luigi  Bocconi,  Milan  "Essec,  School 
f  Management,  Paris  •Kellogg  Graduate  School  of 
Ianagement,  Northwestern  University' 


Winners  will  have  their  essays  published  and  distributed 
to  25,000  corporate  leaders  in  the  United  States  as 
well  as  in  Europe. 

Who  Benefits? 

Certainly,  the  Air  France  Future  Business  Leaders 
Forum  can  be  of  great  significance  to  the  24  contest 
winners.  The  exposure  alone  is  more  than  most  students 
could  hope  for.  But  ideally,  this  forum  has  broader 
implications.  By  identifying  these  young  thinkers  before 
they  enter  the  corporate  sector,  by  using  them  as  valu- 
able resources  and  cultivating  their  growth,  we  might 
also  discover  significant  and  unique  ways  to  approach 
our  changing  world.  That  remains  our  challenge. 


It's  rare  to  find  single  subjects  explored  by 
orists  of  such  diverse  geographical  and  cultural  influences  side-by-side.  But  only  by  offering  a  range  of 
;as,  sometimes  very  opposing,  are 
able  to  gain  accurate  insights  into 
!  issues,  so  that  we  might  take 
ion  accordingly. 

Should  you  like  to  receive  a 
)y  of  either  this  year's  or  last  year's  24  winning  essays,  we  invite  you  to  call  Air  France  at  212-830-4408. 
rtainly,  you  will  be  impressed  by  the  caliber  of  thinking  our  schools  have  produced.  More  than  that,  we 
pe  you  might  discover  a  thought,  a  phrase,  a  germ  of  an  idea  that  directly  benefits  your  business  in  the 
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ment;  no  longer  will  a  Who's  Who  of  business  leaders  be  an  array  of 
white  male  faces.  Women,  Asians,  African-Americans,  Hispanics  and 
others  will  bring  diversity  of  the  top  ranks  of  management.  Organizatior 
will  finally  profit  from  human  resources  it  has  discouraged  for  decades. 


irs  to  come.  We  hope  you  enjoy. 


ASK     THE     WORLD     OF  US 


In  the  many  years  I've  worked  at  Air  France,  I've  had  the  fortune  of 
spending  most  of  them  abroad.  I  say  fortune,  not  because  France  isn't  a 
most  magnificent  country.  But,  because  the  opportunity  to  work  with 
peoples  of  vastly  different  orientations,  to  gain  new  perspectives,  has 
made  for  a  most  fulfilling  career. 

In  that  same  spirit,  the  Air  France  Future  Business  Leaders  Forum  has 
afforded  me,  as  I  hope  it  will  you,  a  unique  glimpse  into  the  issues  that 
challenge  International  business,  and  the  ways  the  next  generation  of  leaders 
will  address  them.  Not  from  one  perspective,  but  from  many.  Not  to  arrive 
at  a  single  conclusion,  but  to  offer  a  range  of  ideas  and  considerations. 

At  Air  France,  we  continue  to  make  a  strong  commitment  to  the  business 
traveler.  Certainly,  that  means  offering  exclusive  travel  services  and  in-flight 
amenities  to  our  business  class  passengers.  But  hopefully,  it  also  means 
helping  executives  navigate  the  international  business  environment  any  way 
we  can.  Ideally,  this  forum  will  serve  that  purpose. 

Again,  I  invite  you  to  call  us  for  a  copy  of  this  year's  twenty-four  winning 
essays.  I  have  every  confidence  you'll  find  them  well-conceived  and  interesting 
to  read.  Hopefully,  you'll  also  find  them  strong  on  insight,  and  maybe  even 
valuable  to  the  way  you  run  your  business. 

We  hope  you  share  our  enthusiasm  for  this  competition. 


Bien  a  vous, 


Bernard  Morel 
Vice  President 
and  General  Manager  USA 


888  Seventh  Avenue 

New  York,  New  York  10106 

Telephone  (212)  830-4000  FAX  (212)  830-4431 


f  home  health  care  has  a  rosy  future,  Olsten  Corp.'s 
:rank  Liguori  is  making  a  very  smart  acquisition. 

Olsten's  new  tail 


Jy  Richard  Phalon 

s  Frank  Liguori  biting  off  more 
han  he  can  chew? 

Liguori,  47,  heads  Westbury,  N.Y.- 
»ased  Olsten  Corp.;  with  sales  of 
1987  million  last  year,  it  is  one  of  the 
ountry's  largest  providers  of  tempo- 
ary  office  and  industrial  help.  In  May 
jguori  proposed  to  pay  $449  million 
corth  of  Olsten  stock  for  Lifetime 
"orp.,  the  big  (sales,  $886  million) 
upplier  of  temporary  home  health 
are  personnel,  mainly 
lurses  and  nurse's  aides, 
lifetime's  board  has  ac- 
epted  Liguori's  offer;  Ol- 
ten  shareholders  will  vote 
>n  the  acquisition  July  30. 

If  the  marriage  is  con- 
ummated,  Olsten  will 
louble  in  size  from  a  com- 
nercial  help  supplier  with  a 
icalth  care  tail  to  a  $2  bil- 
lon  (sales)  health  care  sup- 
ilier  with  a  commercial 
ielp  tail.  Liguori  calls  this 
'something  of  a  flip-flop," 
nd  puts  the  health  care/ 
ommercial  revenue  split  at 
round  55%/45%,  with  the 
lumbers  balancing  out 
>ver  the  next  couple  of  HR| 
ears. 

Wall  Street  has  already  returned  its 
entative  verdict  on  the  merger: 
humbs  down.  Olsten  common  has 
Iropped  to  a  recent  25.  Just  before 
jguori  made  the  offer,  the  stock  was 
16%  a  share,  and  a  few  months  ago  it 
vzs  as  high  as  31.  Why  the  drop? 
Arbitrage  selling,  partly.  But  even  an- 
lysts  who  have  long  been  bullish  on 
)lsten  fret  that  Liguori  is  overpaying, 
^.s  recently  as  last  March  Lifetime  was 
rading  at  around  16  a  share.  Then 
^bbey  Healthcare,  another  growing 
actor  in  home  health  care,  tried  to 
>uy  Lifetime  for  $23.50  a  share,  later 
aised  to  $27.50  a  share.  Liguori's 
>33-a-share  bid  successfully  preempt- 
d  Abbey  but  priced  Lifetime  at  over 


30  times  last  year's  earnings. 

Is  Lifetime  worth  that  kind  of  mon- 
ey? Its  $155  million  long-term  debt  is 
a  high  53%  of  total  capitalization,  and 
its  earnings  have  been  erratic,  declin- 
ing from  $17.7  million  in  1990  to 
$5.2  million  last  year,  despite  a  45% 
gain  in  sales.  Moreover,  Lifetime's 
Securities  &  Exchange  Commission 
filings  concede  "operational  ineffi- 
ciencies" and  overstaffing.  Executive 


Olsten  Corp.'s  Frank  Liguori 

"One  man's  operating  problems  are  the  next  man's  opportunity." 


salaries  and  severance  arrangements 
have  been  indulgent — for  example, 
Vice  Chairman  Michael  Sinclair 
walked  off  with  a  $6.3  million  golden 
handshake  last  year.  And  last  year's 
highly  touted  "restructuring"  (most- 
ly a  shutdown  and  consolidation  of 
unprofitable  branch  offices)  pro- 
duced no  visible  improvement  in  this 
year's  first-quarter  earnings. 

Liguori  is  not  daunted.  Says  he: 
"One  man's  operating  problems  are 
the  next  man's  opportunity." 

Liguori  got  his  feet  wet  in  the  fast- 
growing  temporary  home  health  care 
field  in  1990,  when  he  bought  Up- 
john Co.'s  ailing  home  care  operation 
for  $58  million  in  cash.  This  brought 


about  $220  million  in  sales,  and  losses 
that  had  been  running  $5  million  to 
$10  million  a  year,  pretax. 

Liguori,  an  accountant  by  training, 
put  a  full-court  press  on  the  Upjohn 
unit's  costs.  Closing  some  Upjohn 
offices,  he  melded  the  rest  into  the 
Olsten  network  of  branch  offices  and 
untangled  a  back-office  computer 
processing  mess.  Today  the  Upjohn 
unit  makes  money. 

In  Lifetime,  Liguori  sees  an  oppor- 
tunity to  play  the  turnaround  hero 
again,  but  this  time  on  a  much  larger 
stage.  Expect  him  to  combine  Ol- 
sten's and  Lifetime's  back  offices,  tak- 
ing the  knife  to  what  he  calls  a  "lavish- 
ly funded"  executive  row  that  cost 
Lifetime  better  than  $8  million  last 
year.  Liguori's  right-hand  man,  Rob- 
ert Fusco,  head  of  Olsten's  health  care 
division,  has  been  tapped  to  ride  herd 
on  Lifetime.  Liguori  may 
also  pay  down  or  refund 
some  of  Lifetime's  high- 
cost  debt. 

If  Liguori  is  successful, 
Olsten  Corp.  will  enjoy 
much  wider  exposure  to  the 
faster  growth  and  higher 
profit  margins  it  has  already 
experienced  in  home  health 
care;  the  marketing  lever- 
age that  comes  with  being  a 
national  presence  in  the 
field;  and  more  stability 
against  the  cyclical  swings 
of  the  commercial  temp 
help  business. 

Bottom  line,  Liguori  says 
that  even  after  Olsten  issues 
13.5  million  new  shares  for 
the  Lifetime  acquisition, 
will  add  another  nickel  a 
Olsten's  earnings  this  year 
alone.  If  so,  Olsten  should  report 
around  $1.15  per  fully  diluted  share 
for  the  year. 

Wall  Street  can  be  excused  some 
nervousness  over  the  price  Liguori  is 
paying  to  become  a  big  player  in 
home  health  care.  But  it  is  worth 
noting  that  under  Liguori,  Olsten 
Corp.'s  market  valuation  has  climbed 
from  less  than  $200  million  to  over 
$600  million  in  the  past  three  years. 
In  the  process  it  has  made  very 
wealthy  people  of  the  Olsten  family, 
which  owns  38%  of  the  company's 
stock  and  will  no  doubt  be  voting  in 
favor  of  the  Lifetime  deal.  H 


Lifetime 
share  to 
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Are  you  willing  to  invest  a  good  part  of  your  money  in  countries  like  India 
and  China?  If  you're  not,  says  Barton  Biggs,  you  will  have  to  settle  for 
a  lousy  return  on  your  investments  over  the  next  half-dozen  years  at  least. 

Bearish  on  America 


By  Robert  Lenzner 

Ex<  i  ri  FOR  rHAT  NASTY  JOLT  in  Octo- 
ber 1987,  most  investors  under  40 
have  never  experienced  anything  but 
bull  markets.  They  think  stocks  return 
9%  or  better  as  a  matter  of  course. 
They  are  in  for  a  big  shock,  says 
Barton  Biggs,  Morgan  Stanley's  chief 
investment  officer.  Says  Biggs:  "We 
have  all  been  spoiled  by  the  12  fat 
years  we  have  just  lived  through." 

Convinced  that  the  U.S.  stock  mar- 
ket has  gotten  way  ahead  of  itself, 
Biggs  is  telling  his  clients  to  move 
their  money  overseas.  He  recom- 
mends investors  cut  U.S.  equities  to 
18%  of  their  investment  assets.  Since 
common  stocks  constitute  62%  of 
Morgan  Stanley's  recommended  as- 
set allocation  model  (see  chart),  this 
means  Morgan  Stanley  recommends 
investors  keep  less  than  one-third  of 
their  equity  money  in  U.S.  equities. 

This  is  pretty  strong  stuff  coming 
from  a  man  who  has  been  remarkably 


perceptive  in  calling  major  turns  in 
recent  years.  In  summer  of  1 980,  with 
the  Dow  in  the  800s,  he  recommend- 
ed Morgan  Stanley  clients  load  up  on 
U.S.  stocks.  In  April  1987  Biggs  got 
bearish.  By  December  1987  he  again 
recommended  U.S.  stocks. 

In  neither  case  did  Biggs  call  the 
precise  turn.  The  great  Reagan  bull 
market  didn't  really  get  under  way 
until  1982,  and  Biggs  was  six  months 
early  on  the  October  1987  massacre. 
Those  who  took  his  advice,  however, 
have  no  reason  to  complain,  especially 
since  so  many  of  his  clients  are  huge 
pension  hinds,  which  need  months  to 
accumulate  or  liquidate  their  posi- 
tions. In  any  case,  better  too  soon 
than  even  a  week  too  late.  "We  got 
cautious  too  early  in  '87,"  Biggs  says. 
"When  you're  running  big  money 
you  have  to  be  early.  Sometimes  it 
takes  a  month  to  get  out." 

Why  does  Biggs  want  to  move 


money  out  of  the  U.S.?  Three  rea- 
sons. One  is  that  he  thinks  the  U.S. 
stock  market  has  gotten  way  ahead  of 
itself  after  quadrupling  in  a  dozen 
years.  And  he  sees  much  greater  op- 
portunity for  investment  abroad.  The 
third  reason  is  that  he  is  appalled  by 
what  he  sees  going  on  in  Washington. 

"We  want  to  get  our  clients'  money 
as  far  away  from  Bill  and  Hillary  as  we 
can,"  Biggs  tells  FORBES.  "The  Presi- 
dent is  a  negative  for  the  U.S.  market. 
I'm  embarrassed  that  I  voted  for  him 
and  contributed  money  to  his 
campaign." 

Biggs,  who  is  registered  as  a  Repub- 
lican, doesn't  take  seriously  the  Ad- 
ministration's assertion  that  its  tax 
increases  and  so-called  spending  cuts 
will  shrink  the  federal  budget  deficit 
by  anything  like  the  half-trillion  dol- 
lars Clinton  claims.  Once  the  markets 
understand  that  the  deficit  is  going  to 
stay  staggeringly  high,  interest  rates 


Morgan  Stanley's  daring  strategy 

Asset  allocation  by  country 
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Barton  Biggs 
argues  that  less 
than  30%  of  an 
investor's  equity 
money  should  be 
in  U.S.  stocks. 


Equities 


Bonds  Real  estate      Gold,  Venture  and  LBO 

Source:  Morgan  Stanley  Research  Estimates 
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'ill  go  up  again,  which  can  only  be 
ad  for  the  U.S.  stock  market.  Biggs: 
The  first  sign  of  trouble  will  be  when 
le  yield  on  30-year  Treasurys  rises  by 
0  to  100  basis  points.  Stocks  will 
egin  falling  when  the  market  comes 
3  grips  with  the  chaos  in  Washington 
nd  the  chances  that  the  deficit  is  not 
oing  to  be  reduced  substantially.'1 

Clintonomics  aside,  Biggs  argues 
lat  the  U.S.  stock  market  is  near  the 
)p  of  its  composite  valuations  since 
/orld  War  II,  and  due  for  a  fall  that 
auld  range  from  20%  up  to  50%  of 
le  main  stock  market  averages.  The 
larket  has  returned  on  average  about 
5%  a  year  over  the  past  dozen  years, 
'ay  above  the  9%  that  stocks  have 
aditionally  returned.  To  get  back  to 
le  long-term  trend  line,  stocks  will 
levitably  show  below-average  or 
vcn  negative  returns  for  a  while. 

"We're  telling  our  clients:  You've 
ad  an  incredible  run.  Returns  on 
nancial  assets  have  been  way  above 
/erage."  If  the  market  decides  to  get 
ack  quickly  to  its  long-term  trend 
ne,  it  could  have  a  precipitous  drop, 
ays  Biggs:  "If  there  is  a  regression  to 
le  mean  in  the  stock  averages,  it 
racticallv  amounts  to  a  cosmic 
tent." 

How  cosmic?  Hold  on  to  your  hat! 
If  the  S&P  500  stock  index  registers 
ne  of  its  average  cyclical  declines 
<perienced  since  World  War  II,  it 
puld  fall  20%  to  35%,"  says  Biggs, 
his  would  mean  a  drop  in  the  Dow 
)nes  industrial  average  to  some- 
here  between  2800  and  2275. 
hat's  with  a  run-of-the-mill  cyclical 
ear  market,  but  Biggs  reminds  us 
lat  there  are  also  secular  bear  mar- 
:ts,  declines  that  go  much  further 
id  last  longer.  "We're  due  for  a 
xular  bear  market.  It's  been  20  years 
nee  the  last  one.  Then,  the  decline 
mid  be  50%,  as  it  was  in  the  1970s." 

Pushed,  Biggs  says  he  leans  toward 
le  belief  that  the  decline  will  be  of 
le  lesser,  cyclical  variety.  "A  secular 
ear  market  will  happen  when  senti- 
lent  turns  from  caution  to  opti- 
lism,"  he  says.  He's  encouraged  that 
le  rising  market  of  1992  and  1993 
asn't  been  accompanied  by  eupho- 
a.  Equity  mutual  funds  have  over 
0%,  or  $55.5  billion,  of  their  assets  in 
ish,  and  the  advisory  services  are 
lived  in  their  bullishness. 

But  even  if  the  drop  is  at  the  lower 


Barton  Biggs,  chairman  of  Morgan  Stanley  Asset  Management 

"We're  due  for  a  secular  bear  market.  It's  been  20  years  since  the  last  one." 


end  of  his  band,  at,  say,  20%,  it  means 
that  you  can't  expect  much  from  U.S. 
stocks  for  a  good  while.  Why  stick 
with  them,  then,  when  markets 
abroad  look  so  much  more  promis- 
ing? "I'm  not  predicting  the  timing," 
he  says,  but  adds  that  people  who 
follow  his  advice  are  already  selling 
U.S.  stocks.  "It  will  take  months  to 
reallocate  the  portfolio  holdings  of 
the  $40  billion  in  assets  under  man- 
agement handled  by  Morgan  Stanley. 
We  have  already  sold  the  brand-name 
consumer  stocks." 

While  the  U.S.  has  had  a  tremen- 
dous bull  market,  the  European  mar- 
kets have  been  sluggish  or  worse,  and 
the  markets  in  emerging  industrial 
countries  are  still  small.  Biggs  says:  "I 
believe  the  S&P  500  index,  which  has 
been  returning  a  14%  annual  rate  of 
return  the  past  five  years,  and  the 
Morgan  Stanley  Capital  International 
EAFE  [Europe,  Australia  and  the  Ear 
East  |  index,  which  grew  by  a  measly 
1%  a  year  over  the  last  five  years,  will 
reverse  their  performance  over  the 
next  five  years.  It  doesn't  take  a  genius 
to  see  that  this  relationship  is  due  for  a 


change.  You'll  probably  make  10%  in 
Europe  and  17%  to  18%  in  Asian  and 
other  emerging  nation  stocks  over  the 
next  half-dozen  years." 

Biggs  especially  likes  the  emerging 
markets,  even  though  many  of  them 
have  already  performed  spectacularly 
well  the  past  few  years.  "According  to 
the  latest  World  Bank  and  Interna- 
tional Monetary  Fund  figures,  emerg- 
ing nations  are  41%  of  the  world 
economy  but  only  7%  of  the  world 
stock  market  capitalization,  and 
amount  to  less  than  1%  of  U.S.  insti- 
tutional equity  holdings,"  says  Biggs. 

Biggs  points  out  that  these  indus- 
trializing countries  represent  a  bigger 
proportion  of  the  world  economy 
than  their  GDP  figures  indicate.  "I 
believe  the  World  Bank  and  IMF  fig- 
ures, which  use  purchasing  power 
parities  to  compute  countries'  eco- 
nomic output,  are  the  most  accurate 
barometer  of  these  nations'  ranking. 
On  this  scorecard,  China  ranks  as  the 
world's  third-biggest  economy,  India 
the  sixth,  Brazil  the  ninth  and  Mexico 
the  tenth  in  the  world."  But  you 
would  never  realize  these  countries 
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were  so  important  just  from  looking 
at  the  current  capitalization  of  their 
stock  markets. 

Morgan  Stanley  likes  the  markets  in 
Thailand,  Singapore,  the  Philippines, 
Hong  Kong,  Taiwan,  China,  Indone- 
sia and  India.  "I  believe  that  South- 
east Asian  markets  selling  from  12  to 
1 8  times  earnings  today  will  be  selling 
at  20  to  30  times  earnings  in  three 
years,"  says  Biggs.  The  largest  Thai 
position  of  Morgan  clients  is  in  Bang- 
kok Bank  Ltd. 

Biggs'  two  favorite  emerging  mar- 
kets? China  and  India — with  a  com- 


And  India?  "What  I  like  about  In- 
dia is  that  industry  is  growing  much 
faster  than  the  economy  as  a  whole, 
which  is  held  back  by  agriculture  and 
subsidized  industry.  Speculative  ex- 
cesses have  been  wrung  out  of  the 
stock  market  because  of  scandal  and 
die  recent  Bombay  bombings.  I  think 
the  average  price/earnings  multiples 
on  Indian  stocks  will  go  from  1 3  times 
earnings  to  20  times  earnings  because 
the  long-term  sustainable  earnings 
growth  in  the  country  is  1 8%  to  20%." 

Biggs  also  sees  high  potential  in 
three  other  emerging  markets — In- 


I  LEFT: 

|  China's  primitive 
j|  Shanghai  market 
A  lucrative  port 
in  a  storm? 


RIGHT: 

The  Bombay 
exchange 

A  double  by  1995, 
predicts  Biggs. 


value  of  $42  a  share.  Of  course,  seven 
months  ago  it  was  selling  at  $11,  and 
it  could  go  back  to  $11.  But  I  think 
it's  a  superb  play  on  the  Brazilian 
economy." 

If  he's  so  bullish  on  Asia,  why  does 
Biggs  recommend  putting  more 
money  into  Europe? 

"Europe  is  growing  slowly,  but 
equities  are  cheap  and  fairly  valued 
there.  The  U.S.  market  is  selling  at 
10.1  times  cash  earnings  while  Ger- 
many is  selling  at  4.2  times,  Italy,  3.8 
times,  Austria,  4  times  and  France, 
6.5  times.  I  particularly  like  Italian 


bincd  population  of  roughly  2  billion 
people — account  for  20%  of  the  Mor- 
gan Stanley  emerging  markets  portfo- 
lio. Biggs  sees  pluses  and  minuses  in 
both  nations.  "In  the  short  run  the 
potential  is  greater  in  China  because  it 
is  a  dictatorship,  while  India  is  a  coali- 
tion democracy.  I  believe  China 
should  grow  8%  to  1 0%  a  year,  while 
India  will  grow  by  6%.  Nevertheless, 
India  has  a  developed  stock  market 
ruled  by  British  law  and  accounting, 
while,  by  comparison,  China  has  a 
minuscule  stock  market  with  very 
primitive  trading  facilities." 

But  the  negatives  don't  scare  him. 
"I  am  especially  bullish  on  China 
because  it  recently  devalued  its  cur- 
rency by  20%,  getting  rid  of  an  artifi- 
cial official  exchange  rate  and  going  to 
a  market  exchange  rate.  Their  econo- 
my is  going  to  be  open  and  deregulat- 
ed. A  country  famous  for  mandarin 
bureaucracy  suddenly  went  to  a  free 
open  currency.  Our  Chinese  positions 
are  in  the  Hong  Kong  stock  market, 
which  is  a  call  on  China."  Some  of 
Morgan  Stanley's  largest  Hong  Kong 
holdings  are  China  Light  &  Power, 
Citic  Pacific  Ltd.,  Hutchi  on  Wham- 
poa  and  hsbc  Holdings  Pic. 


donesia,  Brazil  and  Turkey.  "Not 
only  are  the  Brazil  and  Turkey  mar- 
kets cheap.  We  believe  their  politi- 
cians understand  the  values  of  free 
markets.  Above  all  else,  emerging 
markets  are  where  the  real  growth  is  in 
the  world."  The  largest  Indonesian 
holding  is  Indocement  Tunggal. 

What  markets  should  investors  be 
cautious  about?  "Pakistan  and  the 
Philippines  may  not  make  it  or  do  as 
well,  because  they  really  haven't 
emerged  yet.  The  governments  there 
need  to  make  progress  on  privatiza- 
tion, deregulation,  opening  the  econ- 
omy to  competition  and  reducing  tax 
rates  to  get  people  into  the  markets. 
With  these  developing  economies 
you  see  trickle  down  economics 
working,  prosperity  at  the  top  work- 
ing its  way  down  through  the  entire 
population.  But  if  governments  are 
populist  or  corrupt,  trickle -down  eco- 
nomics doesn't  work." 

Latin  America?  "We  like  Mexico, 
but  the  trouble  is  we're  not  early.  I'd 
rather  buy  Telebras,  the  Brazilian 
telephone  company,  than  Telmex," 
the  Mexican  telephone  stock  Morgan 
Stanley  has  held  for  three  years.  "Te- 
lebras is  selling  at  $32,  with  a  book 


stocks  because  they  are  selling  at  a 
third  the  multiple  on  cash  earnings  as 
in  the  U.S.  Also,  I  think  we've  seen 
the  worst  of  the  scandal  and  demoral- 
ization of  the  political  system.  I  think 
we're  at  the  start  of  the  mending 
process  in  Italy. 

"Germany  is  very  cheap  because 
there  are  going  to  be  institutional 
changes  related  to  taxes  and  market 
structure  that  will  be  more  friendly  tc 
equity  holders.  Eventually  Germam 
will  significantly  reduce  its  capital 
gains  tax  of  over  50%.  It  will  encour 
age  companies  to  report  their  true 
asset  values,  as  Deutsche  -R^ik  did 
when  it  came  over  here  to  spe  1 
some  of  its  specific  hidden  resenvs.  Ir 
time,  also,  Germany  will  change  it! 
corporate  law  to  make  it  difficult  foi 
Deutsche  Bank  to  own  15%  to  20%  ol 
many  large  companies.  This  will  force 
them  to  sell,  unlocking  long  terrr 
holdings  and  freeing  up  capital  foi 
new  investments." 

Shifting  money  abroad  from  the 
U.S.  is  well  and  good  for  pensior 
funds,  which  don't  pay  capital  gain: 
taxes.  But  what  is  the  individual  inves 
tor  to  do  if  he  or  she  is  sitting  on  big 
capital  gains?  Selling  U.S.  stocks  tc 
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my  foreign  stocks  would  involve  pay- 
ng  a  third  or  more  of  the  paper  profits 
o  federal  and  state  governments  in 
apital  gains  taxes. 

"Don't  worn'  about  paying  the 
!8%  capital  gains  tax,"  advises  Biggs, 
'because  you're  better  off  making  the 
ight  strategic  decision  and  paying  the 
axes  than  staying  because  of  the  tax 
mplications." 

Investing  abroad,  of  course,  in- 
olves  currency  risks.  Morgan  Stanley 
ledges  half  of  its  currency  exposure  in 
ts  European  market  holdings  and  half 
)f  its  yen  position.  But  it  doesn't 


hedge  the  other  Asian  markets  be- 
cause those  currencies  are  informally 
pegged  to  the  dollar.  The  Indian  ru- 
pee depreciates  about  5%  a  year,  so  the 
firm  doesn't  bother  hedging  currency 
risk  on  its  Indian  shares. 

If  Biggs'  advice  makes  sense  to  you 
but  you're  not  a  big  institutional  in- 
vestor with  access  to  research  on  for- 
eign markets,  what  should  you  do? 
That's  no  longer  much  of  a  problem 
because  there  are  so  many  mutual 
funds,  bodi  open-end  and  closed- 
end,  that  specialize  in  foreign  stocks. 
As  Biggs  points  out,  portfolio  alloca- 


tion strategy  accounts  for  over  90%  of 
the  variable  returns  of  private  pension 
funds,  so  making  the  decision  to  in- 
vest abroad  is  more  important  for  an 
investor  than  the  ability  to  pick  the 
hottest  stocks  in  Bangkok  or  Buenos 
Aires.  Funds  are  a  handy  and  relatively 
economical  way  to  make  diat  deci- 
sion. And  you  can  be  darned  sure  that 
as  investing  abroad  becomes  more 
popular,  there  will  be  plenty  more 
such  funds;  Morgan  Stanley  has  just 
launched  several  new  funds.  For  a 
listing  of  such  funds  that  invest  over- 
seas, see  the  table  below.  Hi 


Around  the  world 


Performance 

Fund 

(800) 

—Total  return- 

Yield 

Assets 

Weighted 

Median 

Annual 

Manager 

UP 

DOWN 

number 

annual 

last 

(%) 

3/31/93 

average 

market 

expenses 

arket 

market 

average 

12 

($mil) 

P/E 

cap 

per 

5/88-5/93 

mos 

($bil) 

$100 

GLOBAL 

Dreyfus  Global  Investing-A 

242-8671 

8.6% 

0.6% 

$49 

20.5 

$2.2 

NA 

Fiona  Biggs 

Janus  Worldwide 

525-8983 

 * 

9.7 

1.0 

327 

19.8 

6.1 

$1.73 

Helen  Hayes 

Kidder  Global  Equity 

238-7753 

7.5 

none 

130 

20.7 

12.8 

1.62 

Ralph  R  Layman 

B 

C 

Lexington  Global 

526-0056 

7.7% 

13.3 

0.5 

64 

21.4 

3.7 

1.52 

Caesar  Bryan 

A 

c 

Scudder  Global 

225-2470 

13.3 

12.6 

0.7 

478 

18.3 

3.2 

1.59 

Multiple  managers 

Scudder  Global  Small  Cos 

225-2470 

 * 

14.9 

0.5 

74 

23.1 

0.4 

1.50 

Multiple  managers 

Smith  Barney  World— Intl  Eq 

544-7835 

13.6 

4.3 

0.1 

161 

30.2 

2.6 

1.56 

Maurits  Edersheim 

B 

B 

USAA  Invest— Cornerstone 

382-8722 

9.5 

18.2 

2.8 

621 

23.4 

4.6 

1.18 

Harry  W  Miller 

C 

C 

Vanguard  Intl  Growth 

662-7447 

5.7 

6.1 

1.9 

963 

29.4 

15.5 

0.58 

Richard  R  Foulkes 

A 

B 

Vanguard  US  Growth 

662-7447 

16.6 

1.1 

1.2 

1,907 

17.7 

18.0 

0.48 

Multiple  managers 

FOREIGN 

Financial  Series— Intl  Growth 

525-8085 

4.5 

5.0 

0.8 

46 

23.4 

15.5 

1.36 

Multiple  managers 

Financial  Strategic— Europe 

525-8085 

6.9 

-10.6 

1.8 

136 

14.3 

12.5 

1.29 

Multiple  managers 

A 

D 

Financial  Strategic—Pacific 

525-8085 

3.3 

15.6 

0.4 

43 

17.0 

7.9 

1.78 

Multiple  managers 

Harbor  International 

422-1050 

15.6 

4.1 

1.1 

1,015 

23.8 

11.8 

1.28 

Hakan  Castegren 

IAI  International 

945-3863 

7.0 

6.0 

0.3 

59 

26.9 

15.7 

1.98 

Roy  Gillson 

B 

C 

Japan  Fund 

535-2726 

2.4 

27.4 

0.1 

462 

32.2 

19.7 

1.45 

Elizabeth  Allan 

C 

C 

Kleinwort  Benson  Intl  Eq 

233-9164 

6.6 

-1.4 

0.2 

59 

18.8 

7.9 

1.88 

Multiple  managers 

C 

A 

Lexington  World  Emerging 

526-0056 

9.6 

5.9 

1.2 

33 

18.5 

3.2 

1.89 

Multiple  managers 

Nomura  Pacific  Basin 

833-0018 

6.0 

24.0 

0.1 

46 

38.3 

15.9 

1.46 

Takeo  Nakamura 

T  Rowe  Price  European  Stock 

638-5660 

-5.1 

1.7 

188 

15.7 

12.5 

1.48 

Martin  G  Wade 

T  Rowe  Price  Intl  Discovery 

638-5660 

3.0 

0.9 

187 

19.3 

0.2 

1.50 

Martin  G  Wade 

B 

B 

T  Rowe  Price  Intl  Stock 

638-5660 

9.6 

5.4 

1.6 

2,184 

20.6 

12.5 

1.05 

Martin  G  Wade 

T  Rowe  Price  New  Asia 

638-5660 

* 

15.7 

1.3 

442 

22.7 

8.7 

1.51 

Martin  G  Wade 

C 

B 

Scudder  International 

225-2470 

9.3 

10.3 

2.2 

1,179 

21.0 

10.3 

1.26 

Multiple  managers 

20th  Century  Intl  Equity 

345-2021 

5.8 

2.9 

292 

26.1 

9.7 

1.91 

Multiple  managers 

USAA  Investment— Intl 

382-8722 

 * 

10.7 

0.9 

48 

172 

15.5 

1.69 

David  G  Peebles 

B 

B 

Vanguard/Trustees'  Eq— Intl 

662-7447 

7.4 

9.9 

2.1 

728 

21.7 

4.6 

0.43 

Jarrod  Wilcox 

Warburg,  Pincus  Intl  Eq 

888-6878 

10.3 

0.4 

131 

29.5 

11.8 

1.50 

Richard  King 

'Fund  not  in  operation  for  full  period.  NA:  Not  available. 
Sources:  CDA/Wiesenberger;  Mornmgstar;  Forbes 


:or  those  who  want  to  put  some  money  abroad,  these  open-end  mutual 
unds  invest  in  non-U. S.  stocks.  They  all  charge  no  sales  loads 
md  have  annual  expanses  of  less  than  $2  per  $100  of  assets, 
'erformance  ratings  include  three  up-and-down  cycles  since  1982. 
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National  Extortion  Association- 
pro  and  con 


Sir:  Your  "article"  on  the  National 
Education  Association  (June  7)  [is] 
an  ultraconservative  smear  on  an  asso- 
ciation that  opposes  the  use  of  public 
tax  dollars  for  private  and  religious 
schools.  If  your  intent  was  to  excori- 
ate, at  die  expense  of  objectivity,  an 
organization  that  has  a  long  and 
proud  record  of  advocacy  for  its  mem- 
bers, for  public  education  and  for 
human  rights,  you  succeeded. 
-Keith  Geiger 
President, 

National  Education  Association 
Washington,  D.C. 

Sir:  It's  about  time  someone  with 
clout  tackled  this  power- hungry,  anti- 
child  and  antiparent  behemoth. 
-H.H.  Harris 
Atlanta,  Ga. 

Sir:  Your  article  is  timely,  courageous 
and  commendable.  Several  years  ago 
your  magazine  published  useful  data 
about  the  close  relation  between  the 
AARP  and  an  insurance  company  and 
questioned  whether  the  AARP  mem- 
bers were  getting  a  good  deal.  It 
surely  helped  move  AARP  to  open  up 
the  business  to  competition. 
-Earl  Clark 
Alexandria,  Va. 

Sir:  A  fourth  grade  teacher  in  a  San 
Antonio  public  school  read  a  book 
aloud  to  my  cousin's  child  that  in- 
cluded an  obscenity.  When  the  par- 
ents got  upset,  the  principal  and 
school  board  initially  were  on  the 
parents'  side.  But  then  the  teachers 
threatened  to  take  the  controversy  to 
court,  and  the  principal  and  school 
board  caved  in  to  the  teachers'  de- 
mand. No  wonder  more  and  more 
parents  are  deciding  to  homeschool 
their  children. 
-Laura  M.  Fink 
Ft.  Leavenworth,  Kans. 

Sir:  In  Illinois,  the  National  Educa- 
tion (Extortion)  Association  pres- 
sured  i  >ur  legislators  to  pass  a  five  and 
five  bill.  This  lets  teachers  retire  five 


years  ahead  of  time  or  get  credit  on 
pension  for  five  years  they  do  not 
teach.  Heck  of  a  way  to  save  money. 
-Gene  Harshman 
Qtiincy,  III. 

Sir:  It  is  impossible  to  get  a  good 
education  from  a  system  that  is  estab- 
lished by  politicians,  managed  by  bu- 
reaucrats, and  staffed  by  unionized 
strike-prone  graduates  of  a  Mickey 
Mouse  academy. 
-Walt  Buescher 
Pigeon  Forge,  Tenn. 

Sir:  When  Hillary  Clinton  completes 
her  reform  of  the  health  care  system 
what  will  she  do  for  an  encore?  Public 
school  education  reform?  I  hope  so, 
but  probably  not. 
-Joseph  Manzinger 
Pittsburgh,  Pa. 

Sir:  Had  George  Bush  not  cam- 
paigned on  personalities  or  character 
but  on  education  and  had  a  knock- 
down-drag-'em-out  battle  against  the 
nea,  he  could  have  still  been  President 
Bush  today. 
-Victor  Lurski 
Bath,  Pa. 

Sir:  Fifty  years  ago  the  California 
Department  of  Education  reported 
that  talking  out  of  turn  was  the  worst 
behavioral  problem  of  students  in 
public  school.  Today  it  is  drug  abuse. 
I'll  bet  that  the  nea  caused  that,  too! 
-Bill  Woolworth 
Long  Barn,  Calif. 


Sir:  From  your  June  7  issue,  I  infer 
that  the  NEA  is  the  school  kid's  worst 
scourge  since  Ichabod  Crane. 
-William  Sheei.ey 
Phoenix,  Ariz. 

Sir:  Communications  technology 
will  break  the  nea  stranglehold  in  the 
next  decade.  Teaching  by  interactive 
TV  will  be  an  unstoppable  revolution. 
Think  about  it:  When  one  outstand- 
ing teacher  can  teach  Economics  101 
or  American  History  to  thousands  of 
students,  replacing  thousands  of 
sometimes  mediocre  teachers  each 
teaching  20  students,  there  will  be  no 
stopping  this  tidal  wave. 
-H.R.  Godschalk 
Macon,  Ga. 

Sir:  Many  of  us  suffered  as  student 
during  the  worst  years  of  the  NE/ 
agenda,  the  Seventies.  We  know  first- 
hand that  a  free  market  is  essential  for 
education.  Here,  in  California,  we 
may  defeat  the  nea  and  pass  a  school 
choice  initiative  as  early  as  November. 
Imagine  Americans  everywhere 
choosing  where  to  educate  their  chil- 
dren— little  wonder  the  NEA  is  run- 
ning scared. 
-Scott  Holleran 
Glendale,  Calif. 

Sir:  [I  am]  a  member  of  the  National! 
Education  Association's  staff  current- 
ly working  at  its  Washington,  D.C. 
headquarters.  I  request  that  you  not 
print  this  letter  for  attribution.  Your 
portrayal  of  nea  was  quite  accurate.  In 
fact,  it  may  have  been  too  kind.  There 
are  a  few  issues  that  could  have  been 
explored  further. 

nea  maintains  a  management  hier- 
archy of  tyrants  and  bullies  who  are 
vicious,  malicious  and  relentless  in 
their  pursuit  of  control. 

nea's  ties  to  the  Clinton  campaign 
went  far  deeper  than  you  suggest  in 
the  article.  Legions  of  NEA  employees 
were  dispatched  to  Clinton  campaign 
headquarters  in  Little  Rock  and  sites 
throughout  the  U.S.  All  NEA  star! 
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AT  TOYOTA  we  believe  in  the  importance  of  investing  in  the  economies  where  we  do  business. 
That's  why  we've  invested  over  $5  billion  in  our  operations  here  in  America.  That's  why  since  1988 
we've  increased  our  purchasing  of  U.S.  made  parts  by  357%  to  over  $4  billion  per  year.  And  that's 
why  almost  half  the  Toyota  passenger  cars  sold  in  America  are  manufactured  right  here  in 
Kentucky  and  California.  INVESTING  IN  THE  THINGS   WE    \LL  CARE  ABOUT.  TOYOTA 

For  information  on  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57lh  Street    Suite  4900,  New  York,  NY  10019. 
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were  surveyed  in  September  1992  to 
determine  how  (not  whether)  they 
would  contribute  to  the  Clinton  cam- 
paign. The  level  of  nea  involvement 
in  the  Clinton  campaign  suggests  that 
the  nka  needs  to  be  subjected  to 
restrictions  on  political  activity  similar 
to  those  provided  by  the  Hatch  Act. 
-Name  withheld 
for  obvious  reasons 

Sir:  The  only  way  out  of  this  educa- 
tional nightmare  is  school  choice. 
-Eugene  L.  Notkin 
Saujfus,  Mass. 

Sir:  While  serving  some  20  of  the  past 
30  years  as  a  member  of  a  local  board 
of  education  in  Michigan,  I  have  had 
to  sit  helplessly  by  while  the  National 
Education  Association  and  its  local 
and  regional  affiliates,  aided  by  some 
preposterous,  shortsighted  and  unfair 
laws,  gained  its  awesome  power  over 
our  taxpayers. 

It  would  be  an  admirable  service  to 
education  if  Forbes  would  make  it 
possible  for  all  local  school  boards, 
administrations,  parent  and  parent- 
teacher  associations  in  the  nation  to 
obtain  reprints  of  this  article  for  distri- 
bution at  a  reasonable  cost. 
-Albert  H.  Meinke  Jr. 
Kewadin,  Mich. 

Sir:  In  the  public  schools  standard- 
ized test  scores  (including  sat  and 
act)  are  usually  lowest  in  the  inner 
cities  and  highest  in  the  wealthier 
suburbs.  Does  this  mean  that  the  NEA 
corrupts  inner  city  schools  more  than 
it  does  those  in  the  the  suburbs? 
-Kay  Lewis 
Ashland,  Ore. 

Sir:  A  voucher  system  would  cause 
another  level  of  bureaucracy  to  be 
created  for  the  monitoring  of  more 
new  and  diverse  schools.  Unscrupu- 
lous operators  of  some  of  these  new 
schools  will  only  be  interested  in  the 
vouchers  and  not  in  the  education. 
-Lee  Ford 
Carmichael,  Calif. 

Sir:  Do  blame  the  nea  for  the  fivefold 
increase  in  pcr-pupil  expenditures.  To 
blame  it  for  poor  SAT  scores,  you'd 
have  to  explain  why  the  "right- to- 
work"  states  are  mostly  at  the  bottom 
of  any  scholastic  achievement  rarik- 
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ings.  A  more  likely  culprit  is  TV.  In  the 
early  Fifties  we  read  comic  books,  so 
we  did  well  in  the  1963  SATs, 
-Mimi  Gerstell 
Pasadena,  Calif. 

Sir:  American  public  schools  are  ar- 
guably the  largest  socialized  enter- 
prise in  the  world.  Good  teachers  are 
not  rewarded  for  a  job  well  done. 
Teachers  and  administrators  with  spe- 
cial qualifications  and  skills  find  little 
or  no  monetary  reward.  Weak  public 
school  teachers  are  transferred  from 
building  to  building. 
-William  R.  Mason  Jr. 
Westerville,  Ohio 

Sir:  All  our  national  enemies  com- 
bined could  not  mount  a  more  serious 
threat  to  national  security  than 
the  nea. 

-Merritt  L.  Deary 
Boca  Raton,  Fla. 

Sir:  The  Public  Broadcasting  System, 
fiber  optics  and  CD-ROM  will  enhance 
the  capabilities  of  quality  school  sys- 
tems, and  replace  the  poor  and  medi- 
ocre school  systems. 
-Glen  W.  Cope 
Longmeadow,  Mass. 

Sir:  You  failed  to  mention  that  almost 
all  teachers  are  not  only  protected  by 
their  collective  bargaining  agree- 
ments but  also  by  tenure  laws.  It's 
impossible  to  fire  an  incompetent 
teacher,  and  have  you  ever  heard  of 
the  nea  policing  its  own  ranks? 
-Patrick  Monahan 
Areola,  III. 


vote!  It  is  disgusting. 
-Pattie  S.  Chrlstensen 
Longmont,  Colo. 

Sir:  The  article's  leading  chart  [  show- 
ing] lowered  SAT  scores  since  the  mid- 
dle Sixties  could  also  [signify]  more 
mothers  joining  the  work  force  and 
increased  divorce  rates,  which  take 
mom  and  dad  out  of  the  home.  The 
quality  of  schools  can  only  reflect  the 
quality  in  the  communities  they  serve. 
-Kurt  Schuitz 
Napa,  Calif 

Sir:  Most  teachers  and  administrators 
are  also  caught  in  the  system  that 
breeds  mediocrity  and  conflict,  and 
destroys  positive  initiative. 
-Dorothy  Wood 
Las  Vegas,  Nev. 

Sir:  In  the  beginning  years  of  union- 
ization of  teachers,  the  county  super- 
intendent of  schools,  a  wise  and  alert 
man,  told  my  husband,  who  was  serv- 
ing on  the  school  board,  that  this  was 
the  beginning  of  the  destruction  of 
quality  education  in  the  public 
schools.  How  right  he  was. 
-Kathryn  Dearborn 
La  Porte,  hid. 

Sir:  Forbes  ought  to  be  renamed  the 
national  distortion  magazine. 
-Richard  C.  Shaw 
Houston,  Tex. 

Sir:  The  solution  is  very  simple, 
choice  and  competition. 
-Avnish  P.  Pandya 
Kanab,  Utah 


Sir:  My  daughter  is  in  kindergarten, 
where  they  do  not  have  enough  "time 
or  money"  to  teach  children  to  read, 
but  they  have  the  time  to  tell  the 
children  how  their  parents  should 


Sir:  There  is  ample  documentation  of 
miraculous  educational  successes  in 
communities  across  our  country,  but 
I  am  aware  of  no  contributions  by  the 
NEA  to  those  successes. 
-James  M.  Peterson 
Minneapolis,  Minn. 

Sir:  Sure  the  NEA  is  self-serving,  fos- 
ters the  illusion  that  more  money  will 
bring  us  better  schools,  and  indoctri- 
nates the  young  in  liberal  philoso- 
phies. Sins  enough!  Yet  the  nea  is  just 
a  mirror  held  up  to  our  society;  if  we 
don't  like  the  reflection  we  shouldn't 
blame  the  mirror. 
-Olwen  Matthews 
Cocoa  Beach,  Fla. 

Forbes  ■  July  19,  1993 
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National  &  International  Business  Capital 

ach  spring  since  1959,  the  Georgia  Chamber  of 
Commerce  has  sponsored  the  Red  Carpet  Tour(KCT), 
an  exclusive,  whirlwind  journey  through  Georgia  to 
showcase  the  state  to  leading  domestic  and  international 
business  executives.  It  is  the  premier  economic  development 
"look-see"  in  the  country  and  has  the  world's  most  prestigious 
golf  event  —  the  Masters  Tournament  —  as  its  centerpiece. 

In  the  past  five  years  alone,  companies  hosted  by  the  Red 
Carpet  Tour  have  announced  investments  of  more  than  $1. 12 
billion  in  Georgia,  creating  more  than  14,000  new  jobs  in  39 
different  communities  across  the  state. 

Throughout  these  pages,  the  34th  annual  Red  Carpet 
Tour  hosts  and  guests,  as  well  as  area  business  leaders,  explain 
Atlanta  and  Georgia  s  formula  for  success. 
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"If  you  want  to 
be  part  of  the 
fastest  growing 
market  in  the 
fastest  growing 
region  of  the 
world's  largest, 
most  diverse 
economy,  this  is 
the  place  to  be. " 

Atlanta  Mayor 
Maynard  Jackson 
Speaking  to  RCT  guests 


A 


itlanta  Mayor  Maynard  Jackson  has  a  sun 
pie  answer  to  his  city's  uncanny  ability  to  con- 
sistently come  up  winning.  "Our  people  are 
our  strong  suit,"  says  Atlanta's  leading  pro 
moter.  "We  know  about  persistence  and  posi- 
tive attitude.  Atlanta  is  a  bona  fide  intcmation 
al  world-class  city  —  the  hometown  of  the 
American  dream,  host  ol  the  1994  Super 
Bowl  and  host  of  the  1996  Centennial 
Olympic  ( iames,  which  will  be  the  largest 
gathering  of  nations  in  history." 

Though  big  on  hoostcrism  and  hometown 
pride,  the  fact  is,  Atlanta  does  deliver.  Aside 
from  its  prime  location,  temperate  climate 
and  quality  work  force,  Atlanta  delivers  the 
long  shots,  like  winning  the  bid  to  host  the 
$3.5  billion  Olympic  Games.  This  event  will 
produce  an  expected  39,000  jobs,  75,000 
volunteers,  two  million  visiting  spectators, 
1 6,000  athletes  and  15,000  visitors  who  will 
be  representing  domestic  and  international 
media. 

Surrounding  and  supporting  this  extraordi- 
nary capital  city  is  the  state  of  Georgia.  With 
well-honed  teamwork  and  a  committed  part- 
nership, this  winning  city-state  combination 
is  solidly  poised  lor  the  1990s  and  the  next 
millennium. 


rim  iiismss  mwmm 

During  the  1993  Red  Carpet  Four  opening 
night  dinner  at  the  ( Jovernor's  Mansion, 
Governor  /.ell  Miller  sums  up  the  virtues  thai 
separate  ( icorgia,  a  state  vigorously  rebound- 
ing from  the  recession,  from  every  other  state- 
in  the  nation:  ". .  .first  in  transportation,  cen- 
ter of  finance  and  commerce,  unsurpassed 
technology  research  and  telecommunications, 
top  bond  rating,  pioneer  employment  train- 
ing, one  Mop  environmental  permitting,  low 

corporati .  personal,  motor  fuel  and  sales 
taxes  with  no  hikes  during  the  recession,  a 
strong  economy  that  has  outpaced  the 
nation . . . 

"We  have  a  unique  network  ol  partnerships 
in  Georgia,"  the  Governor  continues,  "part- 
nerships between  government  and  business. 
We  created  over  800,000  new  jobs  in  the 
1980s;  we'd  like  to  make  that  more  in  the 


1990s."  1  le  adds,  "And  we'd  like  to  invite  you 
to  be  a  part  of  that." 

The  Governor  then  extends  an  unexpected 
invitation  to  his  audience  ol  senior  executives. 
"If  you're  realiy  serious  about  coming  to 
Georgia  and  you  want  to  come  back  and  take  a 
second  look,  you  can  bring  your  wife  and  stay 
right  here  at  the  mansion."  He  pauses,  "I'll  even 
serve  you  breakfast  in  bed.  I'll  serve  something 
some  of  you  have  never  had  before  —  grits!" 

To  the  delighted  crowd,  the  Governor's 
hospitality  and  soft  sell  is  but  a  preview,  the 
first  of  many  such  homespun  surprises  in  store 
during  the  next  four  and  a  half  days  as  RCT 
guests  experience  Georgia's  pull-out-all-the- 
stops  approach  to  economic  development. 

It  doesn't  take  long  for  RC7T  guests  to  see 
firsthand  the  obvious  working  partnership 
between  government  and  business  in  this 
state.  Says  guest  Larry  Pickering,  president  of 
New  Jersey-based  Jansscn  Pharmaceutical 
Inc.,  a  subsidiary  of  Johnson  &  Johnson,  "The 
apparent  pro-business  partnership  with  gov- 
ernment I  am  seeing  is  refreshing  and  some- 
thing atypical  of  many  areas."  His  view  is 
shared  by  Gene  R.  McAllister,  president  and 
chief  executive  officer  of  Fort  Wayne-based 
Magnavox  Electronic  Systems  Inc.,  who  says, 
"I'm  very  impressed  with  the  apparent  rela- 
tionship between  the  state  and  local  govern- 
ment and  the  business  community.  This  type 
of  relationship  is  difficult  to  establish  and  dif- 
ficult to  maintain.  These  people  seem  to  have 
it  down." 


Atlanta,  Southeastern  U.S.  center  for  finance,  i  om 
municatiotlS  and  transportation,  is  the  talk  of  the 
international  business  community. 


Top  photos:  (loft  to  tight)  AEDC.  Eric  Marsal.  AEDC 


The  safest 
insurance  company 

in  America  is 
headquartered  in 
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Columbus,  GA? 


Surprise.  To  find  the  safest  insurance  company, 
you  have  to  look  beyond  the  traditional 
money  centers.  You  have  to  look  at  the  num- 
bers. Financial  World  found  those  numbers  in 
Columbus,  Georgia,  headquarters  of  AFLAC. 

In  their  November  24  issue,  Financial 
World  ranked  AFLAC  number  one  in  safety, 
topping  a  list  of  the  50  largest  and 
best  known  life  insurance  companies 
in  America.  And  AFLAC's  numbers 
make  the  number  one  ranking  very 
convincing.  Like  a  portfolio  of  quality 
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Insuring  Over  35  Millitm 
People  Worldwide 


investments  with  no  junk  bonds.  Total  assets 
exceeding  $13  billion  (as  of  the  end  of  the 
first  quarter  1993).  And  annual  revenues  of 
nearly  $4  billion. 

Trie  numbers  prove  it.  The  safest  insurance 
company  in  America  is  in  Columbus, 
Georgia,  worldwide  headquarters  for  AFLAC. 
For  more  information,  call 
1-800-99-AFLAC  (1-800-992-3522). 
Or  write  AFLAC  Worldwide 
Headquarters,  1932  Wynnton  Road, 
Columbus,  Georgia  31999. 


Financial  World  magazine  is  the  nation's  oldest  business  magazine  with  a  biweekly  circulation  of  over  500,000. 
©1993,  AFLAC  Incorporated.  All  rights  reserved. 
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Atlanta-based  Cable  News 
Network  ( CNN),  a  remark- 
able, visionary  concept  created 
by  Ted  Turner,  broadcasts  to 
about  62  million  American 
homes,  24  hours  a  day,  and 
130  million  homes  worldwide. 


Atlanta  s  top-notch  sports 
facilities  include  the  OMNI 
Coliseum,  home  to  Hawks 
basketball  and  the  Atlanta 
Knights  hockey  team.  Next 
door  is  the  new  7 1 ,500-seat, 
52 10  million  indoor  Georgia 
Dome  ( pictured  above),  home 
of  Falcons  football,  site  of  the 
1 994  Super  Bowl  and  a  key 
location  for  Olympic  activities. 


Hosting  the  second  RCT  evening,  Atlanta 
Mayor  Maynard  Jackson  is  joined  by  special 
guests:  Georgia  Chamber  of  Commerce  and 
Georgia  Power  Company 
Chairman  A.W.  Dahlberg, 
whose  company  is  the  largest 
electric  utility  in  the  state,  and 
John  Portman,  internationally 
renowned  developer  and  archi- 
tect of  Atlanta's  downtown,  in 
whose  recently  opened  One 
Peachtree  Center  office  building 
this  evening's  event  is  held. 

"Atlanta  is  a  city  of  aspira- 
tions," says  Portman.  "The  one 
thing  about  this  city  and  state 
that's  different  is  that  we  think 
big.  Delegations  come  here 
every  week  from  all  over  the 
world,  and  I  can  tell  you,  Atlanta 
is  perceived  as  the  city  of  the 
future." 

However,  the  city's  most  excit- 
ing recent  business  coup  isn't  in 
Atlanta,  Mayor  Jackson  says,  but 
across  the  globe.  The  city  has  just 
opened  its  first  international  business  develop- 
ment office.  It  is  located  in  Atlanta's  sister  city, 
Taipei,  capita!  of  Taiwan,  Republic  of  China, 
which.  Mayor  Jackson  notes,  "has  the  largest 
cash  reserves  of  any  nation  in  the  world." 

Adds  Walter  Huntley,  president  of  the 
Atlanta  Economic  Development  Corporation 
(AEDC),  "We  are  now  entering  another 
dimension  of  economic  development  activity. 
We  are  beginning  to  establish  Atlanta's 
famous  public-private  partnerships  on  an 
international  level,  creating  business  and  trade 
opportunities  with  other  centers  of  com- 
merce around  the  world.  Our  newly  opened 
business  development  office  in  Taiwan,  as 
well  as  the  additional  international  business 
development  offices  of  the  AEDC  that  will 
open  in  Hong  Kong  and  The  Hague  this  sum- 
mer, are  a  quantum  leap  into  that  arena." 

It  is  because  Atlanta  has  skillfully  secured  its 
status  as  an  international  player  that  such 
opportunities  are  possible.  "If  you  want  to  be 
part  of  the  fastest  growing  market  in  the 
fastest  growing  region  of  the  world's  largest, 
most  diverse  economy,"  Mayor  Jackson  tells 
the  crowd,  "this  is  the  place  to  be." 

Mayor  Jackson  then  backs  up  his  claims  with 
a  litany  of  national  and  international  surveys 
and  polls,  including  Louis  Harris  &  Associates, 
Moran,  Stahl  &  Boyer  and  Ernst  &  Young, 
along  with  national  publications  citing  Atlanta 


as  best  business  city,  highest  quality  of  life,  lead- 
ing real  estate  market,  best  convention  city, 
best  airport,  distribution  center  and  so  on. 


Ill 


In  the  wake  of  Atlanta's  winning  bid  to  host 
the  1 996  Centennial  Games,  a  flurry  of  reloca- 
tions were  announced,  including  GE  Capital 
Services,  Hitachi  Home  Electronics  and 
WORLDSPAN  Travel  Agency  Information 
Services,  along  with  newly  established  head- 
quarters for  IBM's  Multi-Media  Division, 
GTE's  $3.3  billion  Telecommunications 
Products  and  Services  Group  and  British 
Telecom's  international  subsidiary,  Syncordia. 

Other  announced  relocations  included 
Hewlett-Packard's  plans  for  a  facility  to  house 
1,300  employees,  and  BEL-Tronics  Ltd.  of 
Canada's  choice  to  headquarter  operations  and 
build  a  120,000-square-foot  assembly  plant  in 
the  metro  Atlanta  area.  Atlanta-based  Scientific 
Atlanta  announced  plans  to  develop  high-defini- 
tion television  systems  for  the  U.S.  in  collabora- 
tion with  Zenith  Electronics  Corp.  and  AT&T. 

Last  year  alone,  more  than  125  new  opera- 
tions set  up  shop  in  Atlanta,  among  them  the 
international  relief  agency,  CARE.  Other  busi- 
nesses that  have  recently  based  headquarters 
here  are  UPS,  the  world's  largest  package-dis- 
tribution company,  Holiday  Inn  Worldwide, 
the  world's  leading  hotel  chain,  and  Saab  Cars 
USA  Inc. 

The  Coca-Cola  Company,  Turner  Broadcast- 
ing System,  Inc.  and  Home  Depot  are  among 
corporate  giants  that  began  and  blossomed  in 
Atlanta,  where  they  still  base  global  operations. 
Other  companies  that  have  contributed  signifi- 
cantly to  the  city's  impressive  job  market  and 
the  state's  robust  economy  include  Georgia- 
Pacific  Corp.,  Gold  Kist  Corp.,  BellSouth  Inc., 
Nestle  USA  and  Delta  Air  Lines  Inc. 

In  1992,  metro  Atlanta  led  the  nation  by 
adding  38,000  net  new  jobs;  1 27,000  net  new- 
jobs  were  added  in  the  rest  of  the  country. 

And  the  state  is  keeping  pace  as  well.  Along 
with  the  more  than  800,000  new  jobs  that 
were  created  throughout  Georgia  in  the  past 
decade,  the  state  saw  more  than  $6  billion  in 
business  investments. 

Says  Georgia  Chamber  of  Commerce 
President  Charlie  Harman,  "The  Governor's 
Development  Council,  a  new  concept  national- 
ly in  economic  development,  and  the  Council 
of  Economic  Development  Organizations  have 
been  formed  to  create  a  regional  cooperative 
effort  that  has  defined  the  state  by  eleven 
regions,  each  focused  on  its  special  economic 


WelcomeTb 
The  World's  Best  Airline. 
WelcomeTb  Atlanta. 

We  were  pleased  when  the  Robb  Report  readers  voted  us  the  world's  best  airline  in 
their  "Best  of  the  Best"  survey,  1993.  And  we  would  be  proud  to  introduce  you  to  our 
hometown,  Atlanta.  We  think  it's  the  best  of  the  best.  From  Hartsfield  Atlanta  International 
Airport,  the  world's  largest  connecting  hub,  we  offer  over  510  daily  flights  to  220  cities  in  34 
countries.  Including  91  weekly  nonstops  to  European  cities  such  as  London,  Frankfurt,  Paris, 
Amsterdam  and  Munich.  So  if  you're  thinking  of  doing  business  in  Atlanta,  give  us  a  call. 
We'll  give  you  our  best. 


^DELTAAIR  LINES 


©1993  Delta  Air  Lines,  Inc. 


THE  19113  RED  CARPET  TOIR 

'The  Red  Carfiet  Tour  objective  is  U>  create  jobs  for  Georgians  by  hosting  leadership 
from  the  worlds  leading  corporations  and  encouraging  investment  in  our  state. " 
Dave  Garrett  ■  Chairman,  1993  Red  Carpet  Tour  •  CEO,  Sunbelt  Industrial  Contractors 


Strategically  designed  to 
win  over  businesses  con- 
sidering relocation  or 
expansion,  the  Georgia 
Chamber  of  Commerce  - 
sponsored  Red  Carpet 
Tour(RCT)  is  a  first-class 
sweep  through  the  city 
and  state.  This  nonstop 
showcase  has  become  the 
envy  of  chambers  of  com- 
merce throughout  the  U.S. 
Following  is  a  sampling  of 
this  year's  activities: 


April  7 

S:30  AM 

On  the  first  day  after  the 
Governor  s  welcoming  din- 
ner, RCT  guests  board  a 
Norfolk  Southern  train 
bound  for  Macon,  GA. 


April  7 

9 :  S «  HI 

The  train  makes  a  stop  in 
Juliette,  GA,  where  RCT 
guests  visit  the  Whistle  Stop 
Cafe,  site  of  the  film  "Fried 
Green  Tomatoes." 


April 

11:31  AM 

Upon  arrival  in  Macon, 
RCT  guests  are  driven  in 
golf  carts  by  local  hosts  to 
historic  Hay  House  for  a  lav 
ish  reception. 


April  7 

3:00  PM 

At  the  Grand  Opera  House 
in  Macon,  RCT  guests  enjoy 
show-stopping  music, 
drama,  comedy  and  dance 
productions  performed  by 
local  students. 


April  9 

7:15  AM 

At  the  Lake  Lanier  Islands 
Course,  RCT  guests  enjoy  a 
round  of  golf  with  Senator 
Sam  Nunn  of  GA.  Nunn 
later  discusses  the  benefits  of 
doing  business  in  Georgia 
with  other  RCT  participants. 


April  7 

7:00  PM 

Back  in  Adanta,  RCT  guests 
enjoy  a  reception  at  One 
Peachtree  Center.  The  event 
was  co-hosted  by  Adanta 
a  layor  Maynard  Jackson, 
•  -'.11  here  speaking  with  an 
RCT  guest 


April  8  and  10 

The  highlight  of  the  four- 
and-a-half-day  tour  for  RCT 
guests  is  the  Masters,  held  at 
the  Augusta  National  Golf 
Club  —  an  event  whose  mys- 
tique gives  the  tour  its 
unique  prestige  and  irre- 
sistible draw. 

"The  Masters  has  a  certain 
aura  that  sets  a  level  of 
expectation  for  quality  we 
try  to  keep  in  every  aspect 
of  the  RCT  event,"  says 
Randy  Cardoza,  RCT  host 
and  commissioner  of  the 
Georgia  Department  of 
Industry,  Trade  &  Tourism. 
"When  guests  leave,  there  is 
no  doubt  they  are  over- 
whelmed. Visiting  different 
communities  and  experi- 
encing the  level  of  volun- 
teerism  creates  an  excite- 
ment that's  contagious." 


RCT  photos  courtesy  o(  the  Georgia  Cha 
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development  resources." 

For  Atlanta,  those  resources  are 
ample  and  varied  and  continue  to 
attract  businesses  that  create  jobs  and  a 
booming  economy.  At  the  top  of  the 
city's  amenities  list  is  a  superior  quality 
of  life,  including  a  harmonious  mix  of 
diverse  cultures,  outstanding  recre- 
ational, cultural  and  educational 
resources  and  a  cost  of  living  equal  to 
or  less  than  that  of  other  major 
metropolitan  areas  —  an  advantage  that 
is  shared  by  the  whole  state. 

FIRST  RATE  TRANSPORTATION 

Unparalleled  transportation,  led  by 
Hartsfield  Atlanta  International 
Airport,  is  Atlanta  and  Georgia's 
undisputed  leading  edge.  Atlanta 
began  as  a  railroad  hub,  and  today 
there  are  5,000  miles  of  main-  and 
branch-line  tracks  that  serve  the  city 
and  state  via  CSX  Transportation  and 
Norfolk  Southern  Corp.,  which  have 
six  intermodal  (piggyback)  terminals 
throughout  the  state. 

In  Atlanta,  award-winning MARTA 
(Metropolitan  Atlanta  Rapid  Transit 
Authority)  is  a  $2.3  billion  public  transit 
system  with  29  metro  stations. 
Moreover,  the  city's  $1.6  billion  recently 
upgraded  network  of  four  superhigh- 
ways consists  of  three  interstates  and  a 
64-mile  perimeter  highway  that  encircles 
the  city.  This  system  converges  in  a  mas- 
sive interchange  adjacent  to  Atlanta's 
central  business  district,  an  advantage 
shared  by  few  cities  in  the  nation. 

Georgia  is  served  by  83  Class-A 
scheduled  motor  freight  lines  utilizing 
the  state's  1,200+  miles  of  interstate 
highways  and  18,000  additional  miles 
of  state  and  federal  highways. 

The  state  also  has  more  than  1(X) 
steamship  lines  operating  through  its  two 
deep-water  ports  in  Brunswick  and 
Savannah,  the  largest  foreign  commerce 
port  on  the  South  Atlantic  seaboard, 
which  also  leads  in  modern,  innovative 
cargo  equipment  and  facilirics. 

Still,  the  state's  number  one  trans- 
portation draw  is  Hartsfield  Atlanta 
International  Airport,  the  world's 
largest  passenger  airport  terminal,  the 
largest  economic  generator  in  the 
Southeast  and  the  largest  employment 
center  in  Georgia. 

Hartsfield  International  is  consistent- 
ly ranked  one  of  the  busiest  airports  in 
the  world  and  routinely  acclaimed  by 
industry  leaders  and  seasoned  travelers. 
In  1992,  it  was  named  "Best  Airport  in 
North  America"  by  the  readers  of 
Business  Traveler  International. 


405  Of  THE  FORTUNE  500 

RcheFor  Savings  With 

Anacomb 


The  more  successful  the 
company,  the  more  information 
it  creates.  So  when  it  comes  time 
to  store  and  retrieve  this  valuable 
information,  more  than  80%  of  the 
FORTUNE  500  rely  on  Anacomp 
and  micrographics  for  a  solution 
that  lands  them  major  savings. 


Just  What  Is  Fiche? 

Each  Anacomp  fiche  is  a  4"x  6"  sheet  of 
microfilm  that  holds  up  to  700  pages  of 
information.  In  most  cases,  fiche  can  be 
retrieved  and  used  more  quickly  than 
competing  media  such  as  magnetic  tape 
and  optical  disc.  Most  important,  savings 
in  the  cost  of  paper,  storage  space,  mailing 
costs,  and  manpower  make  fiche 
far  and  away  the 
most  cost-effective 
way  to  store  and 
retrieve  data. 


As  a  cost-effective  alternative 
to  paper-based  information 
management  systems,  Anacomp's 
micrographics  is  unsurpassed. 
Here  are  some  specific  examples 
of  savings  netted  by  Anacomp 
customers: 

tQjl-  An  80%  savings  on 
the  cost  of  labor 
>ft^  A  99%  savings  on 
the  cost  of  mailing 

A  90%  savings  on 
the  cost  of  materials 

A  99%  savings  on 
the  cost  of  storage. 


When  we  are  invited  to  Anacomp 
your  company,"  we  do  a  thorough 
audit  of  the  way  your  business 
manages  its  information.  Without 
exception,  we  can  provide  precise 
cost  savings  in  real  dollars  over 
specific  time  frames. 

Such  dramatic  savings,  especially 
in  today's  business  environment, 
have  helped  Anacomp  become  a 
member  of  the  FORTUNE  500. 

Let  us  'Anacomp  your  company  " 
To  find  out  how,  contact  Jerry 
Manzi,  VP,  Anacomp,  Inc.,  3060 
Peachtree  Road,  N.W,  Atlanta,  GA 
30305,  or  call  (404)262-2667. 
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The  Image  Of  We  Future 
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Au  'ard-winning  MARTA 
(Metropolitan  Atlanta  Rapid 
Transit  Authority)  is  a  $2.3  bil- 
lion public  transit  system  with 
29  metro  stations. 


Hartsfield  International 
rport  is  only  ten  minutes 
■i  downtown  Atlanta  via 
an  ultramodern  system  of 
interstate  highways. 


"Hartsfield  International  places  Atlanta 
within  two  hours  of  80%  of  the  U.S.  popula- 
tion," says  Steve  Baker,  assistant  commission- 
er of  the  Department  of  Aviation  for  the  City 
of  Atlanta.  "It  generates  $7  billion  annually 
and,  in  1992,  saw  42  million  travelers." 

An  expanded  $300  million  international 
concourse,  projected  to  handle  2.5  million 
passengers  its  first  year,  will  be  completed 
in  1994.  With  new  transatlantic  routes  now 
open,  Hartsfield  International  also  has 
become  a  leading  air  cargo  center,  han- 
dling 600,000  tons  of  cargo  a  year. 

Anchoring  Hartsfield  International  is 
Delta  Air  Lines,  the  largest  private  employ- 
er in  Atlanta.  Delta  s  Atlanta  operations, 
with  more  than  500  departures  daily,  is  the 
largest  single  airline  hub  in  the  world. 

"For  more  than  50  years,  the  city  of 
Atlanta  and  the  state  of  Georgia  have 
worked  hand  in  hand  to  develop  one  of  the 
finest  air  transportation  systems  in  the 
world,"  says  Delta  Chairman,  President 
and  CEO  Ronald  W.  Allen.  "Through  this 
partnership,  Delta  has  been  able  to  achieve 
consistent  growth  that  in  turn  has  meant 
economic  development  and  opportunity 
for  the  city,  state  and  region.  The  best  is  still 
to  come  as  we  move  into  the  next  decade  and 
the  next  century  by  continuing  to  build  on  this 
already  strong  foundation." 

m 


ILL) 

Greg  Calvert,  general  manager  of  Condor 
Farms,  a  Miami-based  importer  and  distribu- 
tor of  cut  flowers,  is  an  RCT  guest  consider- 
ing Atlanta  as  a  distribution  site. 

"Atlanta's  airport  would  allow  us  to  bring 
products  to  the  market  two  days  sooner,  and 
that's  worth  a  lot  of  money  when  you're  in  the 
perishables  business,"  says  Calvert.  "In  addi- 
tion, government  people  we've  talked  to  have 
been  more  than  cooperative,  offering  various 
business  incentives  like  Georgia's  Quick  Start 
program  and  tax  credits  for  new  jobs." 

His  opinion  is  shared  by  fellow  RCT  guest 
Rob  Snyder,  president  of  Ohio-based  Evenflo 
Products  Co.,  whose  company  is  closing 
down  two  facilities  and  consolidating  them 
into  one  operation  in  Canton,  GA. 

"We  picked  Georgia  because  it  had  the  most 
attractive  economic  development  package  of 
the  six  states  we  searched,"  says  Snyder.  "And 
Georgia's  Quick  Start  training  program  is  terrif- 
ic for  hiring  and  training  new  employees." 

Quick  Start,  Georgia's  innovative  free  train- 
ing program,  has  trained  more  than  1 34,000 


workers  for  1,800  businesses  since  its  incep- 
tion two  decades  ago.  Utilizing  more  than 
$40  million  in  equipment  from  32  vocational- 
technical  schools  around  the  state,  Quick 
Start  provides  comprehensive,  custom- 
designed  services  on-site  or  in  nearby  state- 
supplied  facilities  to  businesses  prior  to  start- 
up. The  program  has  significantly  contributed 
to  the  productivity  level  of  Georgia  workers, 
which  ranks  50%  above  the  national  average, 
producing  the  highest  per-capita  output  in  the 
Southeast. 

Of  the  state's  6.6  million  population, 
3  million  comprise  Georgia's  work  force.  A 
right-to-work  state,  Georgia's  unionization 
rates  are  among  the  lowest  in  the  nation,  with 
16%  below  the  national  average  for  manufac- 
turing and  12%  for  nonmanufacturing. 

COMMITMENT  TO  QUALITY  EDUCATION 

A  commitment  to  creating  a  quality  work 
force  goes  hand  in  hand  with  a  commitment 
to  quality  education.  Georgia  backs  this  with 
an  investment  of  more  than  half  its  annual 
budget  and  two-thirds  of  all  new  revenues. 

Georgia  has  48  senior  colleges  and  univer- 
sities and  22  junior  colleges.  More  than 
170,000  students  are  enrolled  in  the  state's 
university  system,  while  private  universities 
and  four-year  colleges  enroll  another  40,000 
students. 

Metropolitan  Atlanta  is  home  to  36  col- 
leges and  universities,  providing  more  than 
350  programs  of  study  to  more  than  95,000 
students.  Among  the  city's  largest  schools  is 
Georgia  State  University,  set  in  the  heart  of 
the  city,  which  has  one  of  the  top  business 
schools  in  the  Southeast  and  nationally 
ranked  advance  degree  programs  in  business 
and  computer  information  systems. 

Atlanta  University  Center  of  Higher 
Education  ( AU)  is  the  world's  oldest  and 
largest  consortium  of  African-American  pri- 
vate higher  education  institutions.  AU 
includes  Clark  Atlanta  University,  Morris 
Brown,  Morehouse  and  Spelman  Colleges, 
the  Interdenominational  Theological 
Center  and  the  Morehouse  School  of 
Medicine.  This  year,  AU's  Spelman  College 
was  ranked  number  one  on  the  U.S.  News 
and  World  Report  "America's  Best 
Colleges"  list  among  regional  liberal  arts 
colleges  of  the  South. 

Emory  University'  is  ranked  among  the  top 
25  universities  in  America  and  noted  national- 
ly for  its  school  of  law  as  well  as  its  most 
prominent  professor,  former  President  Jimmy 
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WE'RE  ALL 
AROUND THE 


WORLD 


AND  JUST  AROUND 
THE  CORNER. 

Wherever  you  travel  you  can  count  on 
finding  the  warm  welcome  and  friendly 
service  of  a  Holiday  Inn®  hotel.  From  San 
Francisco  to  Springfield,  from  Rome  to 
Beijing,  we're  ready  and  waiting  to  make 
you  feel  at  home.  In  fact,  we're  in  over 
1,700  locations  in  more  than  50  countries. 
Which  means  we'll  always  be  near.  No 
matter  how  far  you  go. 


STAY  WITH  SOMEONE  YOU  KNOW* 


RESERVATIONS  CALL  THE  HOLIDAY  INN  WORLDWIDE  RESERVATION  OFFICE  NEAREST  YOU. 

Holiday  Inns,  Inc.  All  rights  reserved.  ©-Registered  Mark/Marca  Registrada/Marque  de  Commerce. 


Make  Your  Mark  in  Atlanta 

When  your  employees  live  better,  they  work  better.  And  productivity  is  the 

mark  of  a  successful  company  in  today's  competitive  marketplace. 
Some  of  the  world's  most  successful  companies  have  one  thing  in  common. 
They  call  Atlanta  home.  Shouldn't  you?  Let  us  tell  you  how. 


Atlanta  Economic  Development  Corporation 
230  Peachtree  Street,  Suite  1650 
Atlanta,  Georgia  30303 
(404)  658-7000  Fax:  (404)  658-7734 


Put 
Your  Business 
In  The  Center 
Of  ThE  World. 

In  the  air  and  on  the  ground,  Atlanta 
International  Airport  places  the  world  at 
your  fingertips. 

In  the  air:  Every  day,  31  airlines  with 
2000  flights  provide  non-stop  service  to  the 
major  business  markets  in  the  United  States. 
Unsurpassed  connections  get  you  to  and 
from  nearly  everywhere  in  the  world. 

On  the  ground:  We've  doubled  our 
cargo  capacity,  expanded  our  international 
concourse — which  now  offers  14  gates  with 
quick  and  efficient  customs  clearance.  And 
our  Atlanta  Tradeport  has  been  designated 
a  foreign  trade  zone. 

Underground  trains  take  you  between 
the  terminal  and  concourses.  Then,  the 
MARTA  rapid  rail  races  you  to  downtown 
Atlanta,  the  new  international  business 
center  of  the  southeast  United  States. 

No  wonder  we're  the  business 

travelers'  favorite  airport.^^ 

Atlanta  International  Airport  ""^^ 

For  information,  write: 
John  M.  Braden 
Director  of  Marketing 

Hartsfield  Atlanta  International  Airport  ': 
Atlanta.  Georgia  30320.  U.S.A.  IL/"'- 

Telephone  404-530-6834.  Telex:  544078  ■ 
Telefax:  404-530-6803 

Atlanta.  Time  Next 
Business  Center  Of  The  World.1 
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The  High  Museum  of  Art  (pit 
turedahoi  v),  ll << ■  internatn >njlh> 
at  i  laimed*  \tlanta  Symphony 
Orchestra,  Alliance  Theatre  and 
the  Atlanta  College  of  Art  com- 
prisetheWoot  in  iff  Arts  Center. 


Georgia  businesses  benefit 
from  the  R&D  resources  and 
facilities  that  such  top-notch 
schoob  as  Georgia  Tech  offer. 


Carter.  It  is  also  internationally  recognized  for 
medical  research. 

(UN ISIS  lit  IIH.II  TECHNOLOGY 

Atlanta  and  Georgia  are  strong  contenders  in 
the  high-technology  arena  —  so  strong  that 
Mayor  Jackson  tells  RCT  guests,  "Our  techni- 
cal capacity  to  handle  the  Olympics  is  one  of 
the  main  reasons  Atlanta  won  the  bid  to  host 
the  1996  ( lentennial  Games." 

Supporting  the  area's  high-tech  industry  arc- 
schools  like  the  Southern  College  of 

Technology  and  the  nationally 
renowned  Georgia  Institute  of 
Technology  (Georgia  Tech ), 
from  which  more  electrical  engi- 
neers graduate,  and  in  which 
more  freshman  National  Merit 
and  National  Achievement 
Scholars  are  enrolled,  than  any 
other  school  in  the  nation. 

"Georgia  has  a  strategy  to 
develop  and  grow  its  technology 
industry,  a  strategy  that  is  a  con- 
sensus of  the  public  and  private  sectors,"  says 
William  J.  Todd,  president  of  the  Georgia 
Research  Alliance  (GRA),  a  unique  collabora- 
tion between  six  state  research  universities, 
the  husiness  community  and  state  govern- 
ment. Recently,  the  GRA  raised  $47  million 
to  be  invested  in  infrastructure  in  its  six  sup- 
ported universities. 

Further  fostering  technology  expertise  is  the 
Advanced  Technology  Development  Center 
(ATDC),  created  by  the  state  and  Georgia 
Tech  to  make  seed  capital  and  resources  avail- 
able to  industries.  This  high-tech  incubator 
provides  research  and  development  resources 
and  personnel,  product  marketing  and  low- 
cost  space  for  new  product  development  and 
start-up  operations. 

Human  and  technical  resources  available  to 
companies  also  include  the  Business  and 
Technology  Alliance,  the  Georgia  High 
Technology  Alliance  and  the  Georgia 
Biomedical  Partnership.  Georgia  State 
University  and  the  Georgia  Tech  Research 
Institute's  12  field  offices  and  16  small-busi- 
ness development  centers  throughout  the 
state  provide  additional  technical  support. 

Taking  advantage  of  Atlanta's  reputation  as  a 
high-tech  hub,  Louis  P.  Ferraro,  chairman  and 
chief  executive  officer  of  Anacomp  Inc.,  explains, 
"As  we've  developed  business  alliances  both 
inside  and  outside  the  U.S.,  our  ties  to  Atlanta 
have  been  critical  in  identifying  us  as  a  company 
ai  the  epicenter  of  technological  innovation.'' 


With  executive  headquarters  in  Atlanta, 
Anacomp  is  the  world's  largest  manufacturer 
and  supplier  of  micrographic  products  and 
services.  With  1.5,000  customers  in  40  coun- 
tries, it  is  among  the  leading  suppliers  of  infor- 
mation and  image  management  products  and 
services  in  the  world. 

Atlanta-based  Lanier  Worldwide  Inc.,  a 
S  1  billion  wholly  owned  subsidiary  of  Harris 
Corp.,  also  benefits  from  the  city  and  state's 
high-tech  talent  pool.  "Success  in  today's  glob- 
al marketplace  depends  heavily  on  attracting 
well  educated,  team-oriented  employees," 
says  Wesley  E.  Cantrell,  president  and  chief 
executive  officer. 

"Atlanta  and  Georgia  as  a  whole  provide 
Lanier  an  attractive  base  from  which  to  recruit 
employees  into  every  facet  of  our  business, 
and  to  further  develop  the  skills  of  our 
employees.  Lanier  works  with  institutions 
such  as  Georgia  State  University  to  tailor  pro 
fessional  development  programs  geared  to 
individual  and  corporate  needs." 


The  state  of  Georgia  has  more  than  150,000 
miles  of  fiber  optics  in  place,  and  the  city  of 
Atlanta  is  more  fiber-optically  connected  than 
any  other  city  in  the  country. 

AT&T  Atlanta  Works  is  the  largest  fiber 
optics  and  copper  cable  manufacturing  facili- 
ty in  the  world.  Its  metro  Atlanta  Network 
Control  Center  is  one  of  the  company's  most 
important  facilities,  managing  75-80  million 
calls  on  a  typical  business  day.  In  total,  the 
global  communications  and  computer  com- 
pany has  its  second-largest  employee  popula- 
tion in  the  world  in  Atlanta,  and  another  200 
work  locations  throughout  the  state. 

The  world's  largest  toll-free  dialing  area  — 
3,300  square  miles  —  is  Atlanta,  headquarters 
of  BellSouth,  the  country's  second-largest 
communications  holding  company,  and  the 
largest  of  the  regional  Bell  systems.  Southern 
Bell,  PACTEL  cellular  service,  MCI  and 
Sprint  also  have  headquarters  or  major  divi- 
sion facilities  operating  from  Atlanta. 

When  Sprint,  a  diversified  telecommunica- 
tions company  with  more  than  $  10.4  billion  in 
annual  revenues,  was  first  developing  its  long- 
distance network  in  the  early  1980s,  it  acquired 
companies  based  in  Atlanta.  It  quickly  decided 
it  liked  what  it  saw  here  and,  as  a  result,  chose 
Atlanta  as  the  national  headquarters  of  its  busi- 
ness market  group  for  voice,  data  and  video. 

"There  really  was  never  any  question  about 
the  vitality  of  Atlanta  or  the  viability  of  the 


This  part  keeps  our  copiers  running, 
even  during  power  outages. 


When  the  Lanier  name  is  on  it,  there's  a  total  commitment  behind 


it.  And  we  demonstrated  it  when  Hurricane  Iniki  pounded  the 

Hawaiian  island  of  Kauai,  causing  a  power  outage.  Our 


Kauai  branch  manager  immediately  brought  in  generators  from 
California  and  opened  his  doors  for  free  copying  services.  Vital  busi- 
nesses kept  operating  because  of  a  copier  company  with  a  philosophy  called 
Customer  Vision®  It  starts  with  the  copiers  that  won  the  Buyers  Laboratory  award 
for  "Most  Outstanding  Copier  Line"  of  1992.  And  until  all  of  your  needs  are  met, 
we'll  stop  at  nothing.  Not  even  a  hurricane.  To  order  this  part,  call  1-800-852-2679. 
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Far  the  1996  Centennial 
Games,  a  new  $209  million, 
56-acre,  85,000-seat  stadium  is 
being  built.  It  will  be  converted 
to  replace  the  current  playing 
field  of  National  league 
Champions,  the  Atlanta  Braves 
"Cinderella" baseball  team. 


business  market  here,"  says  David  W.  Dorman, 
president  of  Sprint's  Major  Accounts  Group 
and  a  native  Georgian.  "Atlanta  is  literally  a 
key  hub  for  global  commerce,  and  that's 
important  to  a  company  like  ours  that's  serv- 
ing millions  of  customers  not  only  in  the  U.S. 
but  around  the  world." 

The  city's  standing  as  a  leading  high-tech 
and  telecommunications  center  is  the  reason 
that  in  1991,  Holiday  Inn  Worldwide  moved 
its  North  American  operations  to  Atlanta. 

"One  of  the  things  Holiday  Inn  takes  great 
pride  in  is  our  standing  as  a  leader  in  technol- 
ogy in  the  hospitality  industry,"  says  Holiday 
Inn  Worldwide  Chairman  and  CEO  Bryan  D. 
Langton,  noting  his  company's  introduction 
of  the  first  computerized  reservation  system 
in  1965. 

"To  maintain  that  tradition  and  our  strong 
competitive  edge,"  he  explains,  "we  needed 
the  information  and  communications  infra- 
structure that  was  available  in  the  Atlanta 
area."  The  company's  worldwide  data  center 
is  in  metro  Atlanta,  where  it  houses  satellite 
and  computer  processing  components  that 
process  and  book  more  than  70,000  room 
nights  each  day. 

BUSINESS  CAPITAL 

The  world  has  discovered  Atlanta  and 
Georgia,  the  hub  of  international  activity  in 
the  Southern  U.S.  Companies  from  42  for- 
eign countries  do  business  in  Georgia  today, 
generating  more  than  $9  billion  in  new  capital 
projects  and  employing  more  than  1 19,000 
people  in  nearly  1,500  facilities  statewide. 

More  Japanese  investment  has  been  made 
in  Georgia  than  any  other  state  in  the  U.S., 


The  Art  History  Center  showcases  the  Swan  House,  a  gloriously  preserved  mansion 
reminiscent  of  the  city's  rich  tradition  and  past. 


with  the  exception  of  California.  Japan  tops 
all  other  nations  with  321  facilities  and  more 
than  $2  billion  invested  here,  while  the  United 
Kingdom  has  the  most  foreign  employees, 
25,000,  in  Georgia. 

Three  Foreign  Trade  Zones  located  at 
Hartsfield  International,  Brunswick  and 
Savannah  provide  further  incentives  for  for- 
eign companies  doing  business  here. 

Atlanta  is  also  home  to  offices  for  33  for- 
eign banks,  along  with  the  Federal  Reserve 
Bank  Sixth  District  Office.  Eighty  of  the  100 
largest  commercial  banking  companies,  45  of 
the  50  largest  life  insurance  companies  and  44 
of  the  50  largest  diversified  financial  compa- 
nies have  locations  in  the  city. 

AFLAC,  the  state's  largest  financial  institu- 
tion and  world's  leading  supplemental  insur- 
ance company,  however,  is  in  Columbus,  GA, 
where  President  and  CEO  Dan  Amos  was 
raised.  He  sees  some  similarities  between 
Atlanta  and  his  hometown.  "Columbus  is  a 
tremendous  place  to  live  and  work,"  he  says. 
"It  has  a  stable,  educated  and  motivated  work 
force  and  a  political  leadership  willing  to 
work  closely  with  business." 

ATLANTA  All)  GEORGIA: 
THE  RIGHT  SETTING 

Atlanta  and  Georgia  seem  to  have  nurtured 
their  niche  as  the  right  place  for  any  industry 
looking  for  the  best  mix  of  labor,  technology, 
transportation,  location,  finance,  recreation 
and  state-of-the-art  southern  hospitality. 

On  the  first  RCT  evening  at  the  Governor's 
Mansion,  host  John  O'Connor,  senior  vice 
president  at  Wachovia  Bank,  noted,  "Our  goal 
here  is  to  communicate  that  this  city  and  state 
have  a  unique  combination  of  the  kinds  of 
resources  people  are  looking  for  —  infrastruc- 
ture, public-private  partnership  and  a  genuine 
desire  for  all  our  citizens  to  grow." 

By  the  last  day  of  the  RCT,  it  seems  this 
goal  was  accomplished.  "I  would  say  our 
guests  got  a  very  good  sampling  of  what  our 
city  and  state  have  to  offer,"  says  RCT  host 
Kay  Branch  McKenzie,  deputy  managing 
director  of  Manning,  Selvage  &c  Lee  Public 
Relations.  She  explains  that  on  the  last  day  of 
the  tour,  returning  from  the  Masters,  RCT 
hosts  had  planned  to  line  the  jetway  upon 
their  guests'  departure  and  send  them  off  with 
applause  and  a  roar. 

"But  when  we  got  up  to  get  off  the  plane,"  she 
recalls,  "our  RCT  guests  beat  us  to  the  punch. 
They  all  got  up  and  gave  us  a  standing  ovation." 


No  two  businesses  are 
alike.  That's  why  Sprint 
customizes  its  voice,  video 
and  data  services  around 
your  company's  needs. 
Take,  for  instance,  the  case 
of  one  international  com- 
pany. Their  problem :  global 
time  zone  differences  made 
their  business  day  too  short. 
Our  solution:  let  executives 
access  the  network  from 
their  car  phones  and  there- 
by extend  the  business  day. 
Thanks  to  our  efforts  with 
a  local  cellular  carrier, 
company  executives  can 
now  connect  to  any  office 
worldwide  by  dialing  a 
simple  seven-digit  number. 
Sprint  is  the  first  carrier  in 
history  to  design  such  a  sys- 
tem. And  Sprint  can  cus- 
tomize an  ideal  solution 
for  your  company,  too. 
After  all,  no  one  else  does 
business  the  way  you  do. 
Or  the  way  we  do,  either. 
For  more  information  on 
Sprint's  custom  services, 
call  1-800-827-4800. 


Sprint 

Be  there  now. 

©  1993  Sprint  Communications  Company  L.P. 
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The  annual 
Peachtree  Road 
Race,  which 
starts  in 
BuckJ>ead,  is 
the  world's 
largest  10K 
run.  The  race 
attracts  more 
than  40,000 
runners  from 
all  over  the 
glohe. 


The  landmark 
FOX  Theatre 
is  located  in 
Midtown,  the 
city's  cidtural 
center. 


A 

j  ■  tlanta  is  a  showcase  city  that  s  earned 
its  attention  and  fame.  Defined  by  four 
major  sections  —  Southtowne,  Downtown, 
Midtown  and  Buckhead  —  Atlanta  starts  at 
its  southernmost  tip  in  Southtowne  with 
Hartsfield  International  Airport  and  Delta 
Air  Lines  headquarters.  Within  Southtowne, 
there  is  Hartsfield 
Centre,  a  U.K.-devel- 
oped  $160  million 
class-A  office  project 
and  luxury  Stouffer 
Concourse  Hotel 
overlooking  the  air- 
port's runways. 

Southtowne's 
1-75/85  Corridor, 
stretching  from  the  airport  to  the  South 
Central  Business  District,  features  new, 
affordable  housing  and  restored  residential 
communities,  Grant  Park,  home  of  Zoo 
Atlanta  and  Cyclorama,  the  Coca-Cola 
Lakewood  Amphitheatre,  the  sprawling 
Atlanta  University  Center  campus  and  the 
Atlanta-Fulton  County  Stadium. 

The  historical  South  Central  Business 
District,  the  center  of  town,  features 
CNN,  Georgia  State  University,  the  city's 
major  league  sports  facilities,  and 

Underground  Atlanta,  the 
largest  attraction  in  the  state 
of  Georgia.  This  $  142  mil- 
lion retail/  entertainment 
complex  draws  10  million 
visitors  a  year,  generating 
$65  million  in  sales.  Next 
door  is  The  World  of  Coca- 
Cola,  a  dazzling  $  15  million 
attraction,  to  which  one  mil- 
lion visitors  come  annually 
to  experience  the  history  of 
the  world's  most  popular 
soft  drink. 

Government  Walk,  40 
square  blocks  within  the 
South  Central  Business  District,  houses  the 
largest  concentration  of  regional,  federal, 
city,  state  and  county  government  facilities 
in  the  country  south  of  Washington,  DC. 
Downtown,  with  its  world-class  hotels 


and  thriving  glob- 
al commerce, 
picks  up  where 
the  South  Central 
Business  District 
leaves  off.  It  is  the 
center  of  the 
state's  $3  billion 
hospitality  indus- 
try. The  "Sweet 
Auburn"  area,  the 
home  of  favorite- 
son  Dr.  Martin  Luther  King,  Jr.,  and  the 
MLK  Center  for  Non-violent  Social 
Change  are  nestled  within  the  Downtown 
district. 

From  here  we  go  to  Midtown,  the  city's 
center  of  art,  theater,  stunning  new  office 
centers  and  lovingly  restored  inner-city 
neighborhoods.  Located  here  are 
Piedmont  Park,  Atlanta's  largest  urban 
park  and  botanical  gardens,  the  Carter 
Presidential  Center,  Coca-Cola  headquar- 
ters, AT&T,  Georgia  Tech,  the  landmark 
FOX  Theatre,  SciTrek  space  and  technolo- 
gy museum,  the  magnificent 
IBM  office  tower  and  the 
Woodruff  Arts  Center,  hous- 
ing the  internationally 
acclaimed  Atlanta  Symphony 
Orchestra,  the  High  Museum 
of  Art,  Alliance  Theatre  and 
the  Atlanta  College  of  Art. 

Buckhead,  the  most  elegant 
part  of  town,  is  next.  This  sub- 
urban downtown  is  where  lush 
neighborhoods  with  multimil- 
lion-dollar mansions  coexist 
with  the  Southeast's  most 
extensive  retail  shopping,  fea- 
turing Lenox  Square  and 
Phipps  Plaza.  With  more  than 
1,000  retail  outlets  employing  almost 
12,000  people,  Buckhead  is  a  center  for 
trendy  night  life,  fine  hotels  and  a  blossom- 
ing business  environment. 

Within  the  18-county  metro  area  are 
Fernbank  Science  Center  and  Museum  of 
Natural  History.  Six  Flags  Over  Georgia, 
the  3,200-acre  Stone  Mountain  Memorial 
Park  (the  world's  largest  piece  of  granite), 
Callanwolde  Fine  Arts  Center,  the 
Chattahoochee  River  and  Nature  Preserve, 
and  Lakes  Allatoona  and  Lanier. 


Southtowne's 
Zoo  Atlanta, 
17  acres  within 
historic  Grant 
Park,  is  nationally 
recognized  for  its 
commitment  to 
conservation, 
research,  education 
and  recreation. 


Within  the  metro 
area  is  the  Six 
flags  Over 
Georgia  theme 
park,  only  fifteen 
minutes  from 
Doivntown. 


Phyijjs  S.  Fraley  is  a  bu.sinf.ss  and  feature  writer  based  in  Atlanta.  She  has  written  extensively  on  the  city  and  its  environs. 

Design:  Silverman,  Pnru  and  Associates  Inc. 


Workers  in  Georgia  kave  an 
increase  J  life  expectancy. 


You  might  say  they  expect  more  out  of  life.  They  expect  a  short  drive  to  the 
coast  in  one  direction,  or  to  the  mountain  country  in  the  other.  To  enjoy,  say, 
some  relaxing  fishing  by  day  without  giving  up  the  excitement  of  the  city 
at  night.  And  they  want  it  all  enveloped  in  the  mildest  of  climates. 

Fortunately,  they  live  in  Georgia,  and  such  opportunities  just  come  with  the 
territory.  And  there's  something  remarkable  that  happens  when  people 
enjoy  a  leisure  life  this  rich:  it  shows  up  in  their  work.  Productivity  rates 
in  Georgia  are  well  above  the  national  average. 

If  you'd  like  to  know  more  about  life  in  Georgia,  both  at  work  and  after  the 

whistle  blows,  write  us.  You  can  reach  Charles  Gatlin  at  the  Georgia 
Department  of  Industry,  Trade  and  Tourism,  Department  FBS,  P.O.  Box 
1776,  Atlanta,  Georgia  30301.  Or  call  us  at  (404)  656-9306. 

GEORGIA 
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'arts  of  the  global  economy 
idn't  do  too  badly  last  year 
nd  might  do  better  next  year, 
lexico,  anyone?  India? 

y  Eric  S.  Hardy 

espite  slowing  economies  in  many  of  the  developed 
itions,  global  economic  activity  increased  in  1992.  The 
iternational  Monetary  Fund's  world  output  index 
oughly  equivalent  to  the  combined  gross  domestic 
•oduct  of  all  nations)  rose  by  1.8%  last  year.  That's  a 
"etty  small  gain  by  historical  standards — the  average  has 
;en  twice  that  rate  since  1970 — but  is  nonetheless  quite 
l  improvement  from  199 l's  0.5%  increase. 
The  500  largest  publicly  traded  companies  outside  the 
.S.  that  make  up  the  Forbes  International  500  are  a 
uscular  lot.  These  companies'1  total  sales  are  over  $6.5 
illion;  they  employ  nearly  21  million  workers;  they 
irned  $113  billion  last  year  on  an  asset  base  worth  $21 
illion.  The  corresponding  figures  for  the  Forbes  Sales 
)0  group  of  big  U.S.  firms:  sales  of  $3.6  trillion,  profits  of 
L79  billion,  assets  of  $8.1  trillion,  and  20.4  million 
nployees. 

How  does  the  future  look?  Promising,  according  to 


Nicholas  Reitenbach,  director  of  international  invest- 
ments at  Pinnacle  Associates,  a  New  York- based  interna- 
tional investment  management  firm.  Reitenbach  believes 
that  interest  rates  are  too  high  in  many  countries  and  will 
decline;  this  should  benefit  much  of  Europe  in  particular, 
as  high  German  rates  fall.  Reitenbach  is  also  looking  for 
continued  growth  in  Latin  America  as  countries  like  Chile 
and  Argentina  continue  to  attract  outside  capital. 

While  French,  German,  Japanese  and  British  companies 
still  dominate  the  Forbes  International  500,  newly  emerg- 
ing nations  like  Korea  and  Mexico  are  working  their  way 
up.  There  are  now  14  Korean  and  2  Mexican  companies  on 
our  list.  By  themselves  those  aren't  big  numbers,  but 
remember  that  in  1990  there  were  only  6  Korean  firms  and 
no  Mexican  firms. 

What  might  be  the  next  Korea  or  Mexico?  Optimism  is 
building  among  many  international  investors  and  econo- 
mists about  India.  Its  economy  grew  13%  last  year  in  real 
terms;  inflation  was  held  to  5%.  Although  the  Indian  stock 
market  remains  a  dicey  proposition  (Forbes,  July  20, 
1992),  it  is  about  the  only  way  most  Americans  can  make 
relatively  small  investments  in  the  country.  This  is  the  first 
year  that  a  private-sector  Indian  company  has  made  the 
Forbes  International  500.  The  company  in  question,  Steel 
Authority  of  India,  ranked  488,  employs  over  200,000 
people  and  lists  consolidated  assets  of  $6.5  billion.  In 
contrast,  Bethlehem  Steel  in  the  U.S.  employs  24,900  and 


25  largest  public  foreign  companies 

Company/business  Country         Revenue  Employees 


($mil) 

(thou) 

tochu/trading 

Japan 

154,490 

7.12 

Sumitomo/trading 

Japan 

144,474 

22.1 

Mitsubishi/trading 

Japan 

142,551 

34.0 

Marubeni/trading 

Japan 

138,865 

9.9 

Mitsui  &  Co/trading 

Japan 

137,503 

11.8 

Royal  Dutch/Shell  Group/energy 

Netherlands 

97,150 

127.0 

Yissho  Iwai/trading 

Japan 

85,226 

7.0 

'oyota  Motor/automobiles 

Japan 

77,374 

108.2 

Daimler-Benz  Group/automobiles 

Germany 

63,106 

382.6 

Hitachi/elec  &  electron 

Japan 

60,418 

331.5 

'omen/trading 

Japan 

59,670' 

3.5s 

British  Petroleum/energy 

UK 

58,792 

105.8 

Matsushita  Electric  Indl/appliances 

Japan 

56,572 

252.1 

/olkswagen  Group/automobiles 

Germany 

54,688 

281.6 

Nippon  Tel  &  Tel/telecomm 

Japan 

52,116 

242.02 

Nissan  Motor/automobiles 

Japan 

49,680 

143.8 

Siemens  Group/elec  &  electron 

Germany 

49,646 

417.8 

Nichimen/trading 

Japan 

49.1791 

2.82 

:iat  Group/automobiles 

Italy 

47,960 

299.4 

<anematsu/trading 

Japan 

47,411 

3.8 

Jnilever/food,  household 

Netherlands 

43,544 

287.0 

/EBA  Group/utilities 

Germany 

39,268 

129.8 

Nestle/food,  household 

Switzerland 

38,756 

218.0 

Elf  Aquitaine  Group/energy 

France 

37,893 

87.9 

"okyo  Electric  Power2/utilities 

Japan 

37.661 

40.8 

'Figures  are  latest  available.  2Not  fully  consolidated. 


25  largest  nonpublic  foreign  companies 


Company/business 

Country 

Revenue 

Employees 

($mil) 

(thou) 

Nippon  Life  Insurance/insurance 

Japan 

57,563' 

100,0 

Samsung  Group/multi-industry 

Korea 

48,949 

183.4 

ENI-Ente  Naz  Idrocarburi/energy 

Italy 

40,393 

124.0 

Credit  Agricole/banking 

France 

39,019 

73.8 

Sumitomo  Life  Insurance/insurance 

Japan 

35,634' 

84.3 

Renault  Group/automobiles 

France 

33,889 

146.6 

Electricite  de  France/utilities 

France 

33,530 

120.0 

Tengelmann  Group/retailing 

Germany 

29,673 

193.8 

Daewoo  Group/multi-industry 

Korea 

28,469 

78.7 

Meiji  Mutual  Life  Ins/insurance 

Japan 

25,594' 

52.6  \ 

France  Telecom/telecomm 

France 

25,098 

167.0 

Robert  Bosch  Group/automobiles 

Germany 

22,028 

167,0 

Petroleos  de  Venezuela/energy 

Venezuela 

21,660 

55.0 

Norinchukin  Bank2/banking 

Japan 

20,393' 

3.1 

Asahi  Mutual  Life  Ins/insurance 

Japan 

19,372' 

40.0 

Mitsui  Mutual  Life  Ins/insurance 

Japan 

16,206' 

31.0 

Pemex-Petroleos  Mexicanos/energy 

Mexico 

15,291 

154.3 

Idemitsu  Kosan2/energy 

Japan 

14,840' 

5.2 

Neste  Group/energy 

Finland 

12,817 

13.0 

Statoil  Group/energy 

Norway 

12,781 

14.3 

Bank  of  China/banking 

China 

12,248 

131.7 

Franz  Haniel  &  Cie/trading 

Germany 

11,835 

33.0 

Koc  Group/multi-industry 

Turkey 

11,462 

39.7 

Air  France  Group/airlines 

France 

10,767 

64.0 

Chinese  Petroleum/energy 

Taiwan 

10,157 

22.1 

>rbes  ■  July  19,  1993 
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has  consolidated  assets  of  $5.1  billion. 

China?  No  publicly  traded  Chinese  company  is  large- 
enough  for  the  500  survey.  But  the  Shanghai  stock  market 
is  booming,  so  it's  probably  only  a  matter  of  time  before  a 
state-owned  giant  like  Rank  of  China  is  privatized. 

To  qualify  for  this  year's  Forbes  International  500,  a 
company's  sales  had  to  exceed  $3.7  billion  in  its  most 
recent  fiscal  year.  The  largest  ranked  company  is  $154.5 
billion  (revenues)  [tochu,  the  Japanese  trading  conglom- 
erate formerly  known  as  C.  Itoh  &  Co.  Indeed,  six  of  the 
top  ten  companies  are  Japanese  trading  outfits.  The 
Japanese  trading  companies  had  a  respectable  1992,  but 
revenues  at  many  Japanese  banks  and  financial  services 
companies  declined  dramatically  thanks  to  a  poor  stock 
market,  higher  loan  losses  for  the  banks  and  big  claims 
against  insurance  companies.  And  after  years  of  seeming 
invincibility,  Japanese  automakers  are  hurting  from  soft 
markets  at  home  and  fierce  competition  abroad. 

Are  Japanese  stocks  a  bargain?  Probably  not  right  now. 
The  Tokyo  market  was  up  43%  (in  dollar  terms)  in  the  five 
months  through  the  beginning  of  June,  and  the  Japanese 
economy  is  still  not  out  of  the  woods.  But,  for  bargain 
hunters,  on  page  1 70  we  list  50  companies  that  seem  fairly 
cheap  by  Japanese  levels  of  valuation. 

The  largest  industrial  company  among  the  500  is  Royal 
Dutch/Shell  Group.  With  sales  of  nearly  $100  billion,  the 
oil  giant  is  only  6%  smaller  than  Exxon,  the  second-largest 
U.S.  company  after  General  Motors.  At  the  other  end  of 
the  scale,  the  500th  firm  this  year  is  $3.7  billion  (revenues) 
Daiwa  Securities,  one  of  the  196  Japanese  firms  on  the  list. 

A  few  statistical  notes:  We  compare  local  market  perfor- 


mance with  Morgan  Stanley  Capital  International  Per 
spective's  EAFE  index  of  1,000  stocks  listed  in  Europe, 
Australia,  New  Zealand  and  the  Far  Fast.  In  our  tables,  all 
sales  and  net  income  figures  are  converted  to  U.S.  dollars 
at  the  local  currency's  average  exchange  rate  for  each 
company's  fiscal  year.  Assets  are  converted  at  fiscal -year- 
end  exchange  rates.  Market  values,  stock  prices  and  1993 
earnings  estimates  are  converted  at  exchange  rates  as  of 
May  31,  1993. 

For  reported  and  estimated  earnings  per  share,  we 
designate  any  fiscal  year  ended  after  May  1992  as  fiscal 
1993  regardless  of  whether  it  ended  in  calendar  1992  or 
1 993.  Prior  year's  results  are  listed  for  companies  that  have 
not  yet  reported  1992  results.  The  one  exception  is 
earnings  per  share,  where,  if  a  fiscal  1992  estimate  is 
available,  we  list  the  estimate  and  identify  it  with  an  "F." 

Look,  for  example,  at  Itochu  and  Shimizu  (pp.  142  ana 
144),  two  Japanese  companies  with  fiscal  years  ending  in 
March.  Shimizu's  results  have  not  yet  been  reported  for 
March  1993,  which  means  the  20  cents  earnings  per  share 
figure  listed  for  fiscal  1992  is  an  estimate,  and  marked 
accordingly.  In  contrast,  Itochu 's  2-cent-per-share  earn- 
ings are  what  the  company  recently  reported  for  its  March 
1993  fiscal  year. 

Acknowledgments:  Chatham,  N.J. -based  Randall- 
Helms  International  provided  Forbes  with  the  software  to 
access  the  two  databases  used  to  prepare  this  report — 
Morgan  Stanley  Capital  International  Perspective  and  the 
International  Edition  of  the  Institutional  Brokers  Esti- 
mate System.  Other  data  came  from  annual  reports  and 
questionnaires.  Wk 


Large  subsidiaries  of  foreign  companies 


Company/industry 

Parent 

Country 

% 

Revenue 

Market 

EPS 

P/E 

Yield 

owned 

($mil) 

value 

($) 

(%) 

($mil) 

SIP/telecomm 

STET 

Italy 

60 

17,494 

8,121 

0.06 

24.7 

3.8 

Showa  Shell  Sekiyu/energy 

Royal  Dutch/Shell  Group 

Japan 

50 

12,949 

3,514 

0.45 

20.0 

0.7 

■  Eridania  Beghin-Say/food,  household 

Ferruzzi/Montedison  Group 

France 

51 

9,396 

3,132 

10.68 

13.1 

6.1 

Northern  Telecom/elec  &  electron 

BCE 

Canada 

52 

8,409 

8,969 

2.17 

16.6 

1.0 

Loblaw  Cos/retailing 

George  Weston 

Canada 

71 

7,662 

1,426 

0.73 

26.0 

1.0 

■  AEG/elec  &  electron 

Daimler-Benz  Group 

Germany 

80 

7,425 

1,726 

-0.64 

-147.0 

2.9 

■  Victor  Co  of  Japan/appliances 

Matsushita  Electric  Indl 

Japan 

52 

6,160 

2,488 

-1.35 

-6.2 

0.0 

Electrabel/utilities 

Tractebel 

Belgium 

45 

6,136 

9,528 

12.94 

13.1 

7.0 

Hitachi  Sales/retailing 

Hitachi 

Japan 

59 

5.6091 

929 

-0.22 

555.7 

0.8 

GTM-Entrepose/construction 

Lyonnaise  des  Eaux-Dumez 

France 

60 

5,301 

697 

4.41 

18.4 

2.4 

Nissei  Sangyo/trading 

Hitachi 

Japan 

57 

5,153 

1,110 

0.43 

25.8 

0.9 

Hochtief/construction 

RWE  Group 

Germany 

56 

4,828 

3,493 

23.82E 

59.9 

1.7 

Canon  Sales/sereices 

Canon 

Japan 

50 

4,185 

2,398 

0.55 

40.6 

0.4 

•  Rothmans  Internafional/bev  &  tobacco 

Richemont 

UK 

63 

4.1801 

6,194 

0.78 

14.4 

2.3 

Spie  Batignol  les/construction 

Schneider 

France 

60 

4,101 

326 

-10.20 

-6.4 

0.0 

Matsushita  Commun/elec  &  electron 

Matsushita  Electric  Indl 

Japan 

57 

4,094' 

3,831 

0.27E 

35.2 

0.6 

Elf  Sanofi/personal  care 

Elf  Aquitaine  Group 

France 

61 

4,050 

3,180 

10.49 

16.3 

4.0 

Hitachi  Chemical/chemicals 

Hitachi 

Japan 

56 

4.0121 

2,149 

0.08E 

113.5 

0.6 

•  PolyGram/leisure  goods 

Philips  Group 

Netherlands 

79 

3,763 

4,414 

1.69 

15.5 

1.4 

Poliet/bldg  materials 

Paribas  Group 

France 

70 

3,743 

1,446 

3.79 

15.0 

2.7 

•  Sponsored  ADR.    ■  Non-sponsored  ADR.    'Figures  are  latest  available.    E:  Estimate. 
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The  Foreign  Super  Fifty* 


Rank 

Company 

Business 

Country 

Revenue 

Net 

Assets 

Market 

Employees 

($mil) 

income 

($mil) 

value 

(thou) 

($mil) 

($mil) 

1 

Royal  Dutch/Shell  Group 

energy 

Netherlands 

97,150 

5,410 

100,275 

81.7673 

127.0 

2 

Nippon  Telegraph  &  Telephone 

telecom  m 

Japan 

52,116 

1,343 

101,895 

140,364 

242.02 

3 

Toyota  Motor  Corp 

automobiles 

Japan 

77,374 

1,812 

76.359 

56.909 

108.2 

4 

Deutsche  Bank  Group 

banking 

Germany 

29,302 

1,149 

307,201 

20,297 

74.3 

5 

Sanwa  Bank  Ltd 

banking 

Japan 

25,994 

761 

411,704' 

61,120 

14.5 

6 

HSBC  Group 

banking 

UK 

20,524 

2,156 

257,794 

22,396 

99.1 

7 

Tokyo  Electric  Power  Co2 

utilities 

Japan 

37,661 

591 

105,663 

46,210 

40.8 

8 

Hitachi  Ltd 

elec  &  electron 

Japan 

60,418 

617 

75,185 

25,813 

331.5 

9 

Mitsubishi  Bank  Ltd 

banking 

Japan 

23,406 

503 

388,422' 

73,481 

15.5 

10 

Fuji  Bank  Ltd 

banking 

Japan 

24,579 

467 

418,956' 

60,745 

16.02 

11 

Siemens  Group 

elec  &  electron 

Germany 

49,646 

1,135 

50,947 

21,395 

417.8 

12 

Sakura  Bank 

banking 

Japan 

24,043 

462 

437,952 

49,438 

22.3 

13 

Dai-lchi  Kangyo  Bank 

banking 

Japan 

25,328 

377 

445,706' 

57,607 

18.82 

14 

Daimler-Benz  Group 

automobiles 

Germany 

63,106 

908 

53,395 

16,420 

382.6 

15 

Nestle 

food,  household 

Switzerland 

38,756 

1,920 

30,543 

29,426 

218.0 

16 

Elf  Aquitaine  Group 

energy 

France 

37,893 

1,167 

45,292 

18,044 

87.9 

17 

Unilever 

food,  household 

Netherlands 

43,544 

2,267 

24,402 

30,416" 

287.0 

18 

Industrial  Bank  of  Japan 

banking 

Japan 

23,294 

328 

336,233 

63,144 

5.42 

19 

Alcatel  Alsthom 

elec  &  electron 

France 

30,526 

1,332 

44,366 

16.370 

213.1 

20 

Internationale  Nederlanden  Group 

insurance 

Netherlands 

27,846 

955 

178,461 

9,624 

51.0 

21 

British  Telecommunications 

telecomm 

UK 

22,401 

2,064 

31,926 

40,727 

183.1 

22 

Union  Bank  of  Switzerland 

banking 

Switzerland 

14,589 

953 

183,242 

15,491 

27.3 

23 

B.A.T  Industries 

bev  &  tobacco 

UK 

18,016 

1,534 

49,427 

19,802 

92.8 

24 

Matsushita  Electric  Industrial 

appliances 

Japan 

56,572 

304 

74,182 

25,003 

252.1 

25 

Societe  Generale  Group 

banking 

France 

29,316 

617 

257,877 

8,975 

45.2 

26 

Kansai  Electric  Power2 

utilities 

Japan 

18,991 

625 

52,064 

26,290 

25.6 

27 

Bank  of  Tokyo  Ltd 

banking 

Japan 

17,033 

303 

218,529' 

26,454 

17.7 

28 

Allianz  AG  Holding 

insurance 

Germany 

32,242' 

230' 

119,063' 

26,287 

73.3 

29 

National  Westminster  Bank  Group 

banking 

UK 

26,841 

339 

216,517 

11,812 

95.2 

30 

Sumitomo  Bank  Ltd 

banking 

Japan 

26,777 

168 

427,102' 

65,896 

17.72 

31 

British  Gas  Pic 

utilities 

UK 

18,104 

1,202 

26,129 

19,659 

83.7 

32 

Mitsubishi  Heavy  Industries 

machinery  &  eng 

Japan 

22,637 

650 

29,482' 

22,369 

44.92 

33 

Dresdner  Bank 

banking 

Germany 

17,817 

607 

201,165 

9,834 

45.8 

34 

Mitsubishi  Corp 

trading 

Japan 

142,551 

230 

79,734 

15,756 

34.0 

35 

VEBA  Group 

utilities 

Germany 

39,268 

629 

32,385 

10,933 

129.8 

36 

Lloyds  Bank  Group 

banking 

UK 

14,831 

779 

92,231 

10,494 

63.7 

37 

Asahi  Bank  Ltd2 

banking 

Japan 

12,239 

289 

233,264 

26,826 

15.1 

38 

Banque  Nationale  de  Paris 

banking 

France 

31,782 

410 

284,769 

6,942 

56.3 

39 

Hanson  Pic 

multi-industry 

UK 

11,770 

1,976 

36,618 

17,209 

75.0 

39 

Long-Term  Credit  Bank  of  Japan 

banking 

Japan 

18,511 

186 

271,688 

22,311 

3.82 

39 

RWE  Group 

utilities 

Germany 

31,326 

531 

35,514 

11,760 

105.6 

42 

Bayer  Group  Worldwide 

chemicals 

Germany 

26,379 

971 

23,742 

10,955 

156.9 

43 

BCE  Inc 

telecomm 

Canada 

17,195 

1,071 

38,006 

10,692 

124.0 

44 

STET-Soc  Finanziaria  Telefonica 

telecomm 

Italy 

22,044 

783 

55,116' 

9,086 

129.9 

45 

Generali  Group 

insurance 

Italy 

15,920' 

455' 

47,554' 

18,180 

29.7 

46 

Fiat  Group 

automobiles 

Italy 

47,960 

447 

69,745' 

7,893 

299.4 

47 

Tokai  Bank  Ltd 

banking 

Japan 

15,181 

203 

252,215' 

24,211 

12.32 

48 

Sony  Corp 

appliances 

Japan 

31,972 

288 

38,934 

15,622 

126.0 

49 

Swiss  Bank  Corp 

banking 

Switzerland 

12,649 

715 

137,981 

8,485 

23.6 

50 

Prudential  Corp  Pic 

insurance 

UK 

19,885 

498 

79,464 

9,338 

28.0 

'Includes  companies  with  the  highest  composite  ranking  based  on  revenue,  net  income,  assets  and  market  value.  'Figures  are  latest  available.  2Not  fully 
consolidated.    3Combined  market  value  for  Roya!  Dutch  Petroleum  and  Shell  Transport  &  Trading.    "Combined  market  value  for  Unilever  NVand  Unilever  Pic. 
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©1993  Lexus,  A  Division  Of  Toyota  Motor  Sales,  U.S.A.,  Inc.  Lexus  reminds  you  to  wear  seat  belts  and  ob« 


3 Drivers  Seat. 


M 


ost  luxury  cars  give  the  driver  a        drivers  seat.  It  even  offers  adjustable  lum- 


__  T  A  sophisticated  seat  that  adjusts  to        bar  support,  just  like  the  drivers  seat. 


the  body  for  maximum  com- 


fort and  support.  Passenger 


comfort,  however,  tends  to 


take  a  back  seat. 


Not  the  1993  Lexus  LS400. 


Its  front  passengers  seat  is  built 


In  fact,  the  front  passengers  seat 


of  the  LS  400  is  -  you  guessed  it 


-  just  like  the  drivers  seat. 


Except  that  it's  on  the 


right-hand  side  of  the  car. 


To  accommodate  your  friends  more, 


around  the  form  of  the  human  body,  just        you'd  have  to  give  them  the  wheel.  But  you 


like  the  drivers  seat.  It  has  five  motors  to        don't  want  them  to  have  all  the  fun,  do  you? 


adjust  ten  different  ways,  just  like  the 


®L£XUS 
The  Relentless  Pursuit  Of  Perfection. 


e  information,  call  800-872-5398  (800-USA-l.EXUS).  For  the  hearing  impaired,  call  800-443-4999. 


inL  juu  mnuui  iuiiliuh  uumr  wiiiio 


AUSTRALIA  P/E18    *    Yieltl3-5%    •    Market  value  $148  billion    •    Year-to-date  price  change  6% 


Performance  relative  to  EAFE 


'88   '89     '90     '91     '92  '93 


Australia,  despite  a  land  mass  that  is  only  slightly  smaller 
than  the  U.S.,  has  a  total  stock  market  capitalization  of 
just  $148  billion — less  than  two  times  the  market  value 
of  Exxon  Corp.  alone.  The  largest  Australian  issue, 
Broken  Hill  Proprietary,  is  valued  at  $16  billion,  which 
would  rank  it  46th  on  the  FORBES  lisi  of  U.S.  stocks 
with  the  most  market  value. 

After  two  years  of  recession  the  Australian  economy 
expanded  at  a  4.3%  annual  rate  during  the  fourth 
quarter  of  1992  and  1 .8%  for  the  whole  year.  Consumer 
prices  rose  a  relatively  small  1.2%  over  the  12  months 
through  March. 

Unemployment  is  still  a  stubbornly  high  10.7%. 


Possibly  reflecting  depressed  economic  activity,  the 
market  sells  for  18  times  the  latest  12  months1  earnings, 
and  yields  3.5%. 

-Gilbert  Steedley 


1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

150 

•  Coles  Myer/retailing 

11,645 

284 

4,263 

4,513 

3.50 

0.23 

0.21 

3.7 

132.5 

158 

•  Broken  Hill  Proprietary/energy 

11,121 

637 

17,895 

15,815 

9.75 

0.52E 

0.61 

2.9 

49.0 

219 

■  David  Jones/retailing 

8,700 

71 

3,875 

49 

0.28 

0.40 

NA 

0.0 

NA 

245 

•  News  Corp/media 

7.839 

409 

19.641 

9,123 

5.15 

027 

0.38 

0.4 

27.2 

250 

•  Westpac  Banking  Group/banking 

7.775 

-815 

71 244 

4.043 

2.56 

-0  46 

0.12 

5.4 

39.3 

251 

•  Natl  Australia  Bank/banking 

7,749 

607 

64,962 

7,983 

6.77 

0.48 

0.52 

5.0 

38.4 

254 

•  ANZ  Banking/banking 

7,713 

-437 

61,635 

2,781 

2.53 

-0.46 

0.18 

5.8 

44.0 

267 

Commonwealth  Bank  Group/banking 

7,255 

315 

57,033 

4,778 

5.73 

0.40 

0.40 

4.9 

45.8 

390 

•  Foster's  Brewing  Group/trading 

4,893 

264 

6,108 

2,577 

0.81 

Oil 

0.08 

2.4 

14.9 

426 

•  Pacific  Dunlop/multi-industry 

4,467 

165 

4,450 

3,156 

3.35 

0.18 

0.19 

4.3 

48.3 

483 

•  CRA/metals-nonfer 

3,851 

302 

5,720 

5,254 

8.86 

0.51 

0.56 

3.5 

17.3 

P/E  15   •   Yield  4.8%   •    Market  value  $69  billion   •   Year-to-date  price  change  8% 


Performance  relative  to  EAFE 


'88   '89     '90     '91     '92  '93 


The  Belgian  economy  is  sputtering  on  several  fronts: 
low  economic  growth  (only  a  0.8%  increase  in  gross 
domestic  product  last  year),  an  unemployment  rate  at 
about  12%  and  a  mushrooming  budget  deficit.  This 
year  the  budget  deficit  is  expected  to  exceed  350  billion 
Belgian  francs,  5%  of  GDP  and  more  than  $1,000  per 
capita. 

How  has  the  Belgian  government  responded  to  all 
these  problems?  Higher  taxes  on  incomes,  consump- 
tion (in  the  form  of  value-added  taxes)  and  energy. 

Making  matters  worse,  Germany — Belgium's  big- 
gest trading  partner — is  in  no  shape  to  increase  its 


imports  of  Belgian  products.  Guy  Verfaille,  an  econo- 
mist at  Generate  Bank  in  Brussels,  expects  exports  to 
shrink  by  0.8%  this  year.  -SHLOMO  REIFMAN 


1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS 

Yield 

Employe* 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

136 

•  Petrofina 

12,255 

143 

10,678 

5,957 

256.21 

6.16 

10.74 

3.4 

15.5 

162 

Generate  Bank  Group/banking 

10.981 

334 

100,351 

3,457 

227.37 

23.14 

24.79 

5.5 

22.9 

179 

Delhaizele  Liorv'  Croup/retailing 

10,171 

118 

3,465 

1.860 

36.27 

,2.31 

2.36 

2.3 

75.7 

All  figures  except  per-shi  nillionsof  U.S.  dollars.  General  note:  Revenue,  net  income  and  1992  EPS  are  converted  at  an  average  rate  of  exchange  for 

the  fiscal  year;  assets  are  .cried  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For 
companies  with  January,  Fsi:  >  or  March  fiscal  year-ends,  1992  figures  are  used  unless  noted.  Market  vaiue  is  as  of  May  31,  1993.  •  Sponsored 
ADR.    ■  Non-sponsored  ADr        ?u res  are  latest  available.    2Not  fully  consolidated.    E:  Estimate.    NA:  Not  available. 

Sources:  Morgan  Stanley  Cap,  :  ia\  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 

DataScieen  II;  Forbes. 
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1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS  

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

239 

Solvay  Group/chemicals 

7,913 

262 

7,915 

2,867 

345.97 

31.57 

26.36 

5.9 

44.3 

Tractebel/rnufti-industry 

7  OC A 

/,8b4 

287 

16.7571 

3,912 

278.92 

20.44 

23.90 

4.8 

NA 

252 

Bank  Bruxelles  Lambert/banking 

7.724E 

91E 

74,267 

1,935 

109.54 

4.95 

8.84 

3.0 

14.9 

280 

GIB  Group/retailing 

7,077 

101 

2,653 

1,251 

37.56 

3.02 

3.35 

3.4 

57.1 

289 

Kredietbank/banking 

6,911 

244 

69,216 

2,951 

198.22 

18.66 

20.19 

4.8 

11.5 

337 

Arbed/metals-steel 

5,879 

-90 

8,072 

661 

93.59 

-12.69 

-25.10 

0.0 

48.8 

372 

Cockerill  Sambre/metals-steel 

5,213 

-44 

6.0311 

1,036 

3.25 

-0.14 

-0.46 

12.3 

28.8 

496 

Union  Miniere/metals-nonfer 

3,764 

-87 

3,522' 

1,541 

62.29 

-3.55 

0.86 

0.0 

14.9 

P/Enm   •   Yield  2.8%   •   Market  value  $255  billion   •   Year-to-date  price  change  11% 


Canada's  new  conservative  prime  minister,  Kim  Camp- 
bell, inherits  a  tough  economic  situation,  and  she 
doesn't  have  much  time  before  she  must  face  the  voters 
sometime  later  this  year.  Her  mission:  get  the  economy 
growing  again. 

Canada's  11.4%  unemployment  rate  is  among 
the  highest  of  all  developed  countries.  The  nation's 
socialistic  health  care  policy  consumes  one-third  of 
provincial  revenues.  And  Canada's  budget  deficit  now 
amounts  to  $27  billion  (U.S.),  6.2%  of  gross  domestic 
product. 

Statistics  Canada,  the  government  forecasting  bu- 
reau, expects  Canada's  gross  domestic  product  to  grow 


3.8%  this  year.  That  should  brighten  the  employment 
picture.  The  weak  Canadian  dollar  and  the  North 
American  Free  Trade  Agreement  (if  ratified)  should 
also  help  the  economy.  -Susan  Yu 


1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

(Smil) 

($) 

($) 

($) 

87 

BCE/telecomm 

17,195 

1,071 

38,006 

10,692 

34.91 

3.48 

3.19 

5.9 

124.0 

173 

Royal  Bank  of  Canada/banking 

10.280 

90 

106,900 

6,981 

22.42 

-0.04 

1.90 

4.1 

49.6 

191 

Canadian  Imperial  Bank/banking 

9,597 

10 

101,748 

4,772 

23.90 

-0.50 

2.36 

4.5 

34.4 

192 

George  Weston/retailing 

9,596 

40 

3,119 

1,632 

35.01 

0.70 

1.56 

1.6 

62.0 

257 

Alcan  Aluminium/metals-nonfer 

7,596 

-112 

10,146 

4.358 

19.47 

-0.60 

-0.13 

1.5 

49.0 

261 

Bank  of  Montreal/banking 

7,455 

539 

85,610 

4,942 

20.26 

2.01 

1.87 

4.5 

32.1 

263 

Canadian  Pacific/multi-industry 

7,416 

-395 

15,910 

5,303 

16.62 

-1.24 

0.34 

1.5 

63.3 

279 

Bank  of  Nova  Scotia/banking 

7,096 

570 

75,780 

4,165 

19.86 

2.48 

2.28 

4.1 

29.9 

304 

Imasco/bev  &  tobacco 

6,610 

314 

38,169 

3,468 

29.11 

2.46 

2.60 

4.0 

75.2 

305 

Imperial  Oil/energy 

6,592 

213 

10,378 

7,224 

37.27 

1.10 

1.61 

3.8 

10.2 

330 

Thomson  Corp/media 

5,980 

182 

7,907 

6,998 

12.29 

0.30 

0.65 

3.7 

45.7 

355 

Univa/retailing 

5,499 

32 

1,154 

536 

6.20 

0.30 

0.39 

3.6 

18.7 

371 

Seagram/bev  &  tobacco 

5,214 

474 

10,104 

10,806 

28.91 

1.30 

2.17 

1.9 

15.8 

374 

Toronto-Dominion  Bank/banking 

5,172 

344 

56,591 

4,323 

14.46 

1.05 

0.79 

4.2 

23.5 

409 

Noranda/metals-nonfer 

4,625 

109 

8,468 

3,004 

15.93 

0.31 

0.21 

4.9 

35.0 

431 

Great-West  Lifeco/insurance 

4,431 

74 

17,859 

961 

12.19 

0.89 

1.31 

3.2 

6.52 

447 

Hudson's  Bay/retailing 

4,227 

96 

2,582 

1,457 

28.71 

1.90 

2.05 

2.2 

36.0 

460 

Oshawa  Group/retailing 

4,111 

34 

912 

668 

18.00 

0.94 

1.25 

2.1 

17.3 

495 

Petro-Canada/energy 

3,765 

7 

4,209 

1,987 

8.06 

0.03 

0.32 

1.3 

8.3 

Ml  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1992  EPS  are  converted  at  an  average  rate  ot  exchange  for 
he  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For 
:ompanies  with  January,  February  or  March  fiscal  year-ends,  1992  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1993.  •Sponsored 
\DR.  ■  Non-sponsored  ADR.  'Figures  are  latest  available.  2Not  fully  consolidated.  E:  Estimate.  NA:  Not  available.  NM:  Not  meaningful. 
Sources:  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-helms 
DataScreen  II;  Forbes. 
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FRANCE 

P/E  19  • 

f 

Yield  3.5%   •   Market  value  $365  billion   •   Year-to-date  price  change  6% 

i 

Our  list  of  the  largest  French  stocks  may  get  longer  next 
year  if  France's  new  conservative  government  follow  s 
through  on  plans  to  privatize  some  state-owned  com- 
panies. Likely  candidates  include  Air  France  and  auto- 
maker Renault. 

Analysts  expect  France's  gross  domestic  product  to 
decline  up  to  a  full  percentage  point  this  year.  Capital 
investment  is  falling,  export  growth  is  sluggish  and 
unemployment  is  approaching  an  unsettling  11%.  To 
turn  things  around,  new  Prime  Minister  Edouard 
Balladur,  who  assumed  office  on  Mar.  29,  has  proposed 
modest  spending  cuts  and  increased  taxes,  and  plans  to 


issue  long-term  bonds  to  raise  $7  billion  from  French 
investors  in  anticipation  of  privatization  proceeds. 

-Suzanne  Jennings 


1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

rnp 

-EPS  

Yield 

Employees 

KanK 

income 

value 

price 

iy y  j t 

ro/  i 

unouj 

24 

•  Elf  Aquitaine  Group/energy 

37,893 

1,167 

45,292 

18,044 

70.09 

4.53 

455 

5.2 

87.9 

27 

IIAP-lininn  Hp^  Acqi iranrpc/irKiira nrp 

35,852 

204 

124,128 

8,760 

104.48 

2.43 

4.56 

2.1 

44.3 

28 

A  ^iiP7  firm  in/ha  nk  in  o 

w  JUC£  Ul UU yjl  1)0  1 1  r\  1 M g 

34,510 

-353 

145,882 

8,124 

52.58 

-2.44 

2.01 

4.1 

67.0 

33 

RNP  (irnun/hankino 

u if r  ui uu|j  uo 1 1 ru l ig 

31,782 

410 

284,769 

6,942 

103.92 

5.79 

6.77 

2.1 

56.3 

35 

A  Alrafrpl  Al^thnm/plpr  ft  plprtrnn 

v  rMOalCI  Ml  J  LI  IUJ 1 1/ C ICL  01  CICL/tlUH 

30,526 

1,332 

44,366 

16,370 

116.42 

9.83 

10.25 

3.5 

213.1 

36 

Credit  Lyonnais  Group/banking 

30,046 

-349 

351,948 

4,401 

118.10 

-9.26 

3.21 

3.6 

77.2 

38 

^nripfp  Hpnpralp  firriiin/hankino 

■Jw^lClC  UCMCIalC  VJ 1  UU Ul  UO  1  if\l  1  Ig 

29,316 

617 

257,877 

8,975 

114.37 

8.46 

8.79 

3.6 

45.2 

40 

■  Ppnppot  f^rni mp/a ntnniihi Ipc 

■  rCUgCul  Ml UUpC aULUHIJUIICo 

29,279 

637 

23  439 

4  953 

99  (17 

3  3.U/ 

1 L  .UU 

2.93 

?  8 

£.0 

150  8 

46 

fiPnpr^lp  Hp<;  Fan*  firn!inp/\prvirp^. 

27,013 

549 

34,051 

10,538 

422.20 

21.99 

24.76 

2.8 

198  5 

53 

A  Tntal  l^rni in/pnprou 
•  iuicii  \ji uup/ciici gy 

25  879 

J  JO 

2D  W 

C\J,  3  J  J 

43. UJ 

9  83 

3  16 

J.  1U 

3  q 

J. 3 

49  4 

57 

GAN-Assur  Nationales/insurance 

24,689 

76 

126,487 

2,839 

78.25 

1.71 

5.76 

1.4 

49.0 

AVA  f^rni in/incnranrp 

HAM  Ul UUp/ 1 1 1 0 U 1  d NIC 

99  fifift 
c/,000 

9Q1 

LJJ 

46, JI J 

7  9Q? 

91?  91 

CJJ.il 

Q  9Q 

3.L3 

19  (19 

9  8 

£■0 

49  (1 

46.  U 

69 

P^rrpfnuf  f^rnim/rptaihno 
V^dllCfUUI  vjiUup/icidiMiiy 

99  19(1 

L  L  .  1  L  U 

9W 

Q  4S8 

0,000 

4Q7  (19 

43/  VC 

iq  fifi 

91  Ql 

LJ.  31 

9  (1 

7fi  1 

71 

Panhac  f^rftiirvhanLino 
r aiiudo  uiuu^J/udllfMllg 

91  Qlfi 

£1,310 

1K7 
10/ 

9(1'?  889 

7  ms 

Ti  7Q 

1  88 

1.00 

J.Jl 

A  9 

4.6 

9R  1 

£9.0 

I  i/nnnaico  Hoc  Pal  iv.fti  irnoT/con/iroc 
LyUMEIdlbe  UC3  LdUA-UU[Ilci/bc[vlLcb 

17  (IRQ 

79 

94  IflQ 

1  Q^7 

J,3J/ 

89  (Id 

1  40 

1  K9 

J. 4 

1  1(1  (1 
1 1U.U 

97 

Promodes  Group/retailing 

15,905 

105 

6,056 

2,503 

147.39 

6.18 

7.05 

1.3 

40.5 

104 

•  Rhone-Poulenc  Group/chemicals 

15.435 

286 

20,403 

6,447 

102.43 

5.03 

5.50 

3.3 

83.3 

117 

Saint-Gobain/misc  materials 

13,980 

449 

17,225 

6,281 

89,72 

6.42 

4.98 

4.5 

104.0 

123 

•  BSN-Groupe/food,  household 

13,382 

687 

13,023 

10,637 

166.42 

10.77 

10.91 

2,5 

59.2 

125 

Groupe  Pinault-Printemps/bldg  materials 

13,267 

111 

8,994 

1,888 

140.49 

8.24 

9.63 

4.2 

53.9 

129 

AGF-Assur  Generales/insurance 

12,862 

282 

62,445 

6,146 

111.75 

5.07 

8.36 

3,0 

21.9 

131 

Michelin  Group/industrial  comp 

12,627 

15 

14,200 

2,747 

25.67 

0.14 

-0.60 

1.6 

115.0 

133 

Pechiney/metals-nonfer 

12,349 

38 

12,816 

2,687 

53.17 

0.76 

0.67 

5.3 

61.3 

147 

Bouygues  Group/construction 

11,848 

129 

10,940 

2,485 

125.75 

6.76 

7.35 

3.6 

69.6 

151 

Casino  Groupe/retailing 

11,638 

83 

3.7631 

1,760 

25.37 

1.14 

1.42 

5.5 

44.3 

153 

■  Schneider/machinery  &  eng 

11,606 

58 

11,501 

2,712 

121.64 

2.58 

8.44 

3.0 

101.1 

166 

Credit  Commercial/banking 

10,719 

185 

61.459 

2,600 

44.76 

3.13 

3.37 

2.5 

10.5 

169 

Matra  Hachette  Group/media 

10,409 

67 

11,721 

2,074 

22.11 

0.71 

1.28 

2.8 

50.0 

262 

Credit  Foncier/banking 

7,416 

78 

65,095 

2,021 

189.93 

7.87 

11.49 

5.3 

3.42 

275 

Eiffage/consfhiction 

7,158 

77 

8,174 

1,048 

182.46 

13.48 

14.46 

10.0 

50.0 

278 

■  L'Oreal  Group/personal  care 

7,097 

414 

5,788 

11,410 

196.08 

'7.12 

8.28 

1.4 

31.9 

302 

Saint  Louis/forest  products 

6,617 

146 

6,165 

1,487 

212.69 

23.42 

18.86 

4.2 

8.8 

312 

•  Thomson  CSF/aero  &  defense 

6,460 

287 

12,925 

3,334 

29.98 

2.58 

3.22 

5.6 

42.4 

317 

Esso/energy 

6,260 

312 

1.827 

1.605 

134.70 

26.18 

6.46 

10.4 

3.1 

322 

OCP-Office  Commercial/chemicais 

6,132 

19 

955' 

355 

161.38 

7.36 

9.64 

0.0 

6.0 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1992  EPS  are  converted  at  an  average  rate  of  exchange  for 
the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For 
companies  with  January,  February  or  March  fiscal  year-ends.  1992  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1993.  •  Sponsored 
ADR.   ■  Non-sponsored  ADR.   'Figures  are  latest  available.   2Not  fully  consolidated.    E:  Estimate.    NA:  Not  available. 

Sources:  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 
DataScreen  II;  Forbes. 
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The  Experience  of 
Three  Great  Traditions.  . . 


Under  One  New  Name. 


Rollins  Hudig  Hall 

Rollins  Hudig  Hall  is  an  international  leader  in  providing 
insurance  and  reinsurance  brokerage,  employee  benefits  consulting, 
and  risk  management  services. 


An  AON  Company 

Forging  a  new  tradition  of  excellence,  Rollins  Hudig  Hall 
begins  with  three  exceptional  advantages  —  the  benefit  of 
more  than  500  years  of  cumulative  experience,  the  reach  of 
over  200  offices  around  the  globe,  and  the  dedicated  expertise  of 
our  people  around  the  world  who  are  determined  to  advance  this 
500-year  tradition  of  excellence  for  the  benefit  of  our  clients. 


IPLUI^URPICK, 


Est.  1898 


Est.  1680 


Est.  1862 


Rollins  Hudig  Hall-Headquarters 
123  North  Wacker  Drive,  Chicago,  Illinois  60606 
(312)  701-4000 


FRANCE 


1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

324 

Docks  de  France/retailing 

6,056 

70 

2,054 

1,111 

92.52 

5.84 

6.07 

2.9 

24.0 

335 

Galeries  Lafayette/retailing 

5,943 

13 

3,185 

333 

283.58 

6.12 

15.41 

1.1 

36.5 

341 

Accor/leisure 

5,774 

110 

6,506' 

2,803 

115.67 

4.57 

6.02 

4.4 

45.7 

342 

Lafarge  Coppee/bldg  materials 

5,752 

232 

9.2571 

3,594 

65.93 

4.26 

4.14 

3.8 

30.8 

343 

■  Groupe  Bull/data  processing 

5,702 

-892 

4,452 

813 

4.10 

NA 

NA 

0.0 

35.2 

345 

■  L'Aire  Liquide  Group/chemicals 

5,653 

420 

7,132 

7,854 

136.94 

7.31 

7.56 

2.9 

28.0 

366 

•  Groupe  Havas/services 

5,324 

131 

3,792 

3,660 

81.05 

3.44 

3.76 

2.8 

12.4 

405 

CarnaudMetalbox/misc  materials 

4,690 

184 

4,609 

2,974 

36.75 

2.28 

2.42 

3.0 

31.7 

444 

Comptoirs  Modernes/retailing 

4,264 

63 

1,580 

1,126 

245.71 

13.84 

14.60 

2.1 

15.9 

461 

•  LVMH  Group/bev  &  tobacco 

4,091 

569 

9,594 

10,595 

672.02 

36.08 

39.08 

2.8 

15.9 

478 

■  Valeo/industnal  comp 

3,900 

132 

3,184 

1,871 

144.96 

10.50 

10.64 

1.4 

26.0 

P/E19   •   Yield  3.4%   •   Market  value  $355  billion   •   Year-to-date  price  change  9% 


Performance  relative  to  EAFE 


The  bad  news:  Germany's  recession  is  getting  worse. 
The  good  news:  The  recession  may  undercut  the 
influence  of  German  labor  unions.  This  would  make  the 
country's  economy  more  competitive  in  the  future. 

The  deutsche  mark's  strength  in  1992  and  Germa- 
ny's relatively  high  labor  costs  have  prompted  BMW  to 
build  an  assembly  plant  in  South  Carolina.  Now  Daim- 
ler-Benz is  reportedly  searching  for  a  U.S.  assembly  site. 
Some  analysts  predict  that  Germany's  unemployment 
rate  will  rise  to  9%  this  year. 

All  these  events  are  giving  German  companies  a 
stronger  hand  in  dealing  with  labor  unions.  Businesses 


are  pushing  for  cutbacks  in  wage  increases  and  benefits. 
Pay  hikes  of  only  3%  are  now  the  norm  in  the  dominant 
western  section  of  Germanv.  -Brian  Zajac 


1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

•EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

9 

■  Daimler-Benz  Group/automobiles 

63,106 

908 

53,395 

16,420 

352.08 

19.49 

11.48 

3.6 

382.6 

14 

•  Volkswagen  Group/automobiles 

54,688 

50 

46,642 

6,384 

198.11 

1.50 

-9.27 

1.0 

281.6 

17 

■  Siemens  Group/elec  &  electron 

49,646 

1,135 

50,947 

21,395 

382.41 

20.29 

25.60 

3.3 

417.8 

22 

VEBA  Group/utilities 

39,268 

629 

32,385 

10,933 

236.19 

13.59 

16.14 

5.0 

129.8 

31 

Allianz  Worldwide/insurance 

32.2421 

230' 

119,063' 

26,287 

1,352.46 

19.08E 

22.70 

1.0 

73.3 

34 

■  RWE  Group/utilities 

31,326 

531 

35,514 

11,760 

245.02 

11.32 

15.26 

4.8 

105.6 

37 

■  Hoechst  Group/chemicals 

29,373 

592 

22,869 

9,026 

154.29 

10.12 

8.64 

5.7 

177.7 

39 

■  Deutsche  Bank  Group/banking 

29,302 

1,149 

307,201 

20,297 

427.18 

24.80 

37.77 

3.4 

74.3 

42 

■  BASF  Group/chemicals 

28,510 

394 

24.145 

8,213 

144.07 

6.91 

5.74 

6.8 

123.5 

50 

■  Bayer  Group/chemicals 

26,379 

971 

23,742 

10,955 

166.65 

14.77 

13.56 

6.5 

156.9 

67 

■  Thyssen  Group/metals-steel 

22,610 

202 

16,714 

3,237 

103.41 

6.44 

1.96 

5.7 

148.6 

75 

BMW-Bayerische  Motor/automobiles 

20,004 

465 

17,038 

5.144 

286.13 

25.86 

24.72 

4.3 

69.1 

83 

■  Mannesmann  Group/machinery  &  eng 

17,941 

131 

12,843 

5,177 

161.10 

5.12 

4.22 

3.7 

136.7 

84 

•  Dresdner  Bank/banking 

17,817 

607 

201,165 

9,834 

231.40 

16.30 

18.35 

4.9 

45.8 

94 

Metallgesellschaft/multi-industry 

16,162 

26 

12,317 

1,655 

187.26 

2.93 

-2.46 

4.2 

62.5 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1992  EPS  are  converted  at  an  average  rate  of  exchange  for 
the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For 
companies  with  January,  February  or  March  fiscal  year-ends,  1992  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1993.  •  Sponsored 
ADR.    ■  Non-sponsored  ADR.    'Figures  are  latest  available.    2Not  fully  consolidated.    E:  Estimate.    NA:  Not  available. 


Sources:  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 

DataScreen  II;  Forbes. 
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"CBOT  Treasury  futures  and  options 
help  us  lock  in  lower  borrowing  costs. 
And  ultimately,  our  customers  benefit 


with  better  loan  rates." 


William  Whitehead 

Vice  President-Asset/Liability  Management 
Federal  Farm  Credit  Banks  Funding  Corporation 

The  Federal  Farm  Credit  Banks  Funding  Corporation  issues  bonds  and  notes  to  fund  System  Banks  which  lend 
money  to  farmers,  ranchers  and  agricultural  cooperatives.  So  reducing  interest  rate  risk  and  guaranteeing  loan 
rates  are  key  issues  to  Whitehead.  "We  need  cost  effective  hedging  tools,"  says  Whitehead.  "That's  why  we  use 
the  CBOT  2-,  5-,  and  10-year  Treasuries,  plus  the  30-day  Fed  Funds  contract." 

Locking  in  a  funding  rate  lowers  the  risk  to  the  Banks,  which  translates  into  savings  to  the  ag  borrower. 
'The  Banks  stay  competitive  by  better  managing  their  interest  rate  exposure,"  adds  Whitehead.  "In  the  end, 
everyone  benefits— the  Banks,  farmers,  ranchers  and  ag  co-ops,"  Whitehead  concludes.  "Using  CBOT  Treasury 
futures  and  options  has  been  a  very  successful  strategy." 

To  find  out  how  CBOT  futures  and  options  can  help  you  lock  in  0hiC3Q0  BOdfCl  Of  "TT3CIG 


interest  rates,  call  for  your  "Treasury  and  Fed  Funds  Risk  Management 
Kit"  at  1-800-THECBOT,  ext.  6006.  or  1-312-435-3558,  ext.  6006 


Wkc„  the  winds  of  cnan<)e  stir  tne 
econom. «  ^ration  canmaintom 
HsMMHtiH  if  it  measures  eacn  step 
carefully- 

For  100  years,  in  even 
the  most  unsettling 
conditions,  The 
Ifaoroughbredandits 

predecessor  compa- 
nies have  kepi  their 


MHHBjl 


i  iM  1QQ2  Forastep-by-slepaaounUplraseWritethe 

VdlariCe-  IH  l7/<"        a<idr«s  Mew  for«  copyotllie  (992  Nor^ife 
SoatJtcH  Annual  Report. 

Norfolk  Southern 

^fe^terecrdof^femost 

efficW  major  railroad  i« 
wiU,  „rt  income  extfedin.,  $557  m.l- 

,io„  and  revenues  of  more  than  $4.6 

Won.  Norfolk  Southern  stands  or, 
^(WfoottW.MarW^flrflita  and 

flHa3«r«siv«  capital  improvements 

Clearly  management  can  negate 
MW  terrain  ««astflB  a  step  fl«ea«. 


I 


GERMANY 


1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS- 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil). 

($mil) 

($) 

($) 

($) 

101 

VIAG  Group/multi-industry 

15.567 

184 

12,726 

3,822 

213.12 

15.05 

14.88 

4.2 

804 

102 

Preussag  Group/multi-industry 

15,476 

297 

9,955 

3,390 

222.57 

19.48 

14.88 

4.4 

71.7 

110 

■  Krupp  Hoesch  Group/metals-steel 

14,829 

NA 

NA 

1,441 

74.09 

-0.19E 

-3.72 

0.0 

90.6 

122 

•  Commerzbank/banking 

13,421 

533 

125,842 

5,236 

180.01 

16.79 

16.39 

5.4 

30.2 

126 

■  Bayer  Vereinsbank/banking 

13,172 

273 

155,532 

5,352 

270.81 

19.98E 

20.30 

4.6 

21.5 

139 

ASKO  Group/retailing 

12.172E 

-392E 

6,390 

1,390 

422.45 

-17.07E 

4.98 

0.0 

68.7 

145 

■  Karstadt  Group/retailing 

11.863E 

144 

4,582' 

2,765 

329.13 

23.42 

20.30 

3.6 

77.6 

152 

MAN  Group/machinery  &  eng 

11,608 

247 

12.037 

2,500 

168.35 

16.02 

13.24 

7.0 

64.3 

156 

Bayerische  Hypotheken/banking 

11,488 

235 

136,183 

5,579 

252.21 

11.69 

19.80 

4.9 

16.9 

159 

Kaufhof/retailing 

11,106 

114 

4,007 

2,531 

298.87 

16.41 

16.58 

4.0 

60.1 

161 

■  Deutsche  Lufthansa/airlines 

11,014 

-250 

10,471 

1,949 

64.19 

-9.61E 

-5.93 

0.0 

60.8 

186 

Munchener  Ruck/insurance 

9,912 

108 

27,439 

12,824 

1,620.43 

14.21 

19.92 

0.6 

3.6 

209 

Henkel  Group/food,  household 

9,029 

220 

6,284 

4,608 

328.00 

15.68 

18.92 

3.0 

42.2 

229 

Degussa/ousc  materials 

8,104 

70 

5,335 

1,776 

211.92 

8.35 

9.33 

3.3 

33.4 

303 

Philipp  Holzmann/construction 

6,611 

52 

4,741 

1,747 

621.06 

19.53E 

22.38 

1.9 

43.7 

"3 1  Q 

•  Continental  Group/industrial  comp 

87 

4,0/ J 

191  88 

0.4  j 

u.u 

■if)  Q 

Af^l\//mult  inHnctrv 
HulV/IIIUIU-MlUUMIy 

NA 

3  591 1 

1 228 

J  JU.00 

tU.OlL 

?\  no 

3  1 

39  7 

395 

Deutsche  Babcock  Group/machinery  I 

t  eng  4,834 

42 

2,884 

697 

100.06 

6.03 

2.08 

0.0 

37.4 

397 

Linde/machinery  &  eng 

4,824 

151 

3,849 

3,081 

450.82 

22.11 

23.96 

3.3 

29.0 

424 

■  Klockner-Werke  Group/metals-steel 

4,491 

-354 

4,685 

298 

32.47 

-38.64 

-7.13 

0.0 

31.9 

442 

VEW-Vereinigte  Elekt/utilities 

4,323 

96 

6,640 

3,480 

174.02 

7.74 

8.13 

3.7 

8.0 

467 

BayWa/trading 

4,034 

NA 

1,3071 

230 

216.90 

7.68 

7.57 

1.9 

12.0 

471 

Schering  Group/personal  care 

4,013 

168 

4,356 

3,460 

506.31 

24.56 

24.28 

2.5 

26.0 

ITALY 


P/Enm   •   Yield  2.1%   •   Market  value  $156  billion   •   Year-to-date  price  change  25% 


Italy's  ambitious  privatization  plan — years  behind 
schedule — is  hard  to  implement  without  a  stable  gov- 
ernment. Because  of  political  scandals  and  turmoil, 
Moody's  recently  lowered  Italy's  debt  rating.  The 
Union  Bank  of  Switzerland  expects  Italy's  economy  to 
shrink.  0.3%  this  year.  That  would  be  the  worst  perfor- 
mance since  the  mid-1970s. 

The  most  positive  thing  happening  in  Italy  is  that  the 
influence  of  the  Italian  trade  unions  has  been  mitigated 
somewhat.  The  scala  mobile  wage  indexation  system, 
implemented  46  years  ago,  was  finally  abandoned  last 
July.  Under  this  regulation,  wages  were  adjusted  auto- 


maticallv  to  the  cost  of  living.  And  in  the  public  sector, 
wage  ceilings  have  been  imposed. 

-Scott  DeCarlo 


1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS- 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

19 

•  Fiat  Group/automobiles 

47,960 

447 

69,745' 

7,893 

4.02 

0:17 

-018 

1.7 

299.4 

56 

Sanpaolo  Group/banking 

24,769 

111 

161,876 

4,913 

7.38 

0.65 

0.63 

2.6 

23.7 

70 

•  STET/teiecomm 

22,044 

783 

55,116' 

9,086 

2.11 

0.17E 

0.15 

3.2 

129.9 

95 

•  Ferruzzi/Montedison  Group/multi-industry 

16,147 

-1,233 

29,319 

1,958 

0.73 

-0.90 

-0.01 

0.0 

51.8 

96 

Generali  Group/insurance 

15,920' 

4551 

47,554' 

18,180 

25.14 

0.68E 

0.66 

0.5 

29.7 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1992  EPS  are  converted  at  an  average  rate  of  exchange  for 
the  fiscal  year;  ao*etv  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For 
companies  with  j v F*b'uary  or  March  fiscal  year-ends,  1992  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1993.  •Sponsored 
ADR.  ■  Non-sponsored  ADR.  'Figures  are  latest  available.  2Not  fully  consolidated.  E:  Estimate.  NA:  Not  available.  NM:  Not  meaningful. 
Sources:  Morgan  Stanley  Capital  international  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 
DataScreen  II:  Forbes. 
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Your  money  should  work 
as  hard  as  you  do. 

The  more  successful  you  become,  the  less  time  there  is  to  take  care  of  the  one 
thing  that  should  be  receiving  constant  attention. 
Your  own  money. 

Are  you  investing  it  skillfully?  Or  have  you  parked  it  somewhere  safe,  and  left  it  to 
look  after  itself?  Placed  in  low-paying  investments  subject  to  erosion  from  inflation  and 
taxes,  your  assets  can  shrink,  rather  than  grow. 

At  U.S.  Trust,  we  believe  it's  a  mistake  to  be  overly  conservative.  Instead,  we  can 
offer  you  a  more  attractive  alternative.  You  can  draw  on  a  team  of  seasoned  professionals, 
who  can  create  a  disciplined,  long-term  plan  that  addresses  all  of  your  family's 
investment  needs. 

We  invite  you  to  call  Richard  E.  Foley,  Senior  Vice  President,  at  1-800-U.S.TRUST. 
And  talk  to  us  about  putting  your  money  to  work. 


NEW  YORK    PRINCETON    PALM  BEACH    BOCA  RATON    NAPLES    DALLAS    LOS  ANGELES    GRAND  CAYMAN 


ITALY 

1  QQ9  Pftmnanu/hiKinpss 
LJJt.        v.'JHipal  \yi UUoMici  J 

Rpupnnp 

Net 

Market 

Stock 

EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

144      Banca  Commerciale  Italiana/banking 

11,891 

177  • 

89,129 

3,353 

3.85 

0.17 

0.22 

4.1 

22.3 

190      Credito  Italiano/banking 

9,646 

164 

72,735 

2,908 

2.02 

0.10 

0.11 

3.0 

17.4 

216      Finmeccanica/machinery  &  eng 

8,737 

86 

23,562 

882 

1.03 

0.13 

0.09 

9.3 

56.0 

285      Banco  di  Napoli/banking 

6.986' 

143' 

82,550' 

1,092 

0.88 

0.14E 

0.13 

10.7 

12.1 

298    ■  Pirelli  Group/industrial  comp 

6,661 

-326 

8,456 

1,472 

0.99 

-0.35 

0.01 

0.0 

61.5 

311    ■  Olivetti  Group/data  processing 

6,508 

-527 

11,585' 

1,355 

0.91 

-0.61 

-0.17 

0.0 

35.7 

346      Banco  di  Roma/banking 

5,649' 

116' 

69,368' 

4,211 

1.31 

0.12E 

0.07 

1.3 

14.3 

353      Alitalia  Group/airlines 

5,511 

-14 

3,817 

571 

0.63 

-0.01 

-0.01 

0.0 

28.9 

400      SME/food,  household 

4,747 

103 

3,428' 

2,021 

4.45 

0.23 

0.20 

1.7 

20.9 

PMJilll 


P/E  57   •   Yield  0.8%   •   Market  value  $3.3  trillion   •   Year-to-date  price  change  43% 


The  Japanese  stock  market  has  lost  half  its  value  since 
December  1989  but  made  a  comeback  this  year. 
Through  May,  the  Morgan  Stanley  stock  index  for 
Japan  was  up  43%,  measured  in  dollars.  Not  that 
Japanese  equities  are  cheap:  The  market  sells  at  57  times 
earnings,  more  than  2  times  book  value,  and  yields  just 
0.8%.  Nevertheless,  there  are  some  relative  bargains  in 
Tokyo  these  days  (see  p.  170). 

Tetsuo  Tsukimura,  chief  economist  for  Smith  Barney 
in  Tokyo,  expects  Japanese  manufacturing  profits  to 
drop  a  bit  this  year  but  rebound  about  50%  in  1994, 
thanks  to  lower  interest  rates,  corporate  restructuring 


Performance  relative  to  EAFE 

200 


'88   '89     '90     '91     '92  '93 


and  better  performance  by  Japan's  trading  partners, 
especially  the  U.S.  Perhaps  this  is  what  this  highly 
priced  market  is  anticipating.  -Robert  B.  Rosenstein 


1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

 EPS- 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

1 

■  Itochu/trading 

154,490 

30 

62,177' 

7,509 

5.27 

0.02 

0.04 

1.1 

7.12 

2 

Sumitomo/trading 

144,474 

164 

46,262 

8,734 

8.21 

0.15 

0.22 

0.9 

22.1 

3 

■  Mitsubishi/trading 

142,551 

230 

79,734 

15,756 

10.07 

0.15 

0.24 

0.7 

34.0 

4 

■  Marubeni/trading 

138,865 

9 

65,923' 

6,892 

4.62 

0.06 

0.09 

1.2 

9.9 

5 

•  Mitsui  &  Co/trading 

137,503 

140 

63,866' 

10.716 

6.93 

0.09 

0.15 

0.9 

11.8 

7 

Nissho  Iwai/trading 

85,226 

26 

37,035' 

3,479 

4.44 

0.03 

0.09 

U 

7.0 

8 

■  Toyota  Motor/automobiles 

77,374 

1,812 

76,359 

56,909 

15.29 

0.49 

0.49 

1.2 

108.2 

10 

•  Hitachi/elec  &  electron 

60,418 

617 

75,185 

25.813 

7.88 

0  19 

0.24 

1.3 

331.5 

11 

Tomen/trading 

59,670' 

41' 

17,815' 

2,591 

3.87 

0.05E 

0.07 

1.3 

3.52 

13 

•  Matsushita  Electric  Indl/apphances 

56,572 

304 

74,182 

25.003 

11.94 

0.14 

0.28 

1.0 

252.1 

15 

Nippon  Tel  &  Tel/telecomm 

52,116 

1,343 

101,895 

140,364 

899.77 

8.35E 

5.49 

0.5 

242.02 

16 

•  Nissan  Motor/automobiles 

49,680 

^449 

61,761 

17,473 

6.96 

-0.18 

0.03 

0.9 

143.8 

18 

Nichimen/trading 

49,179' 

57' 

18,339' 

1,829 

4.32 

0.10E 

0 12 

1.3 

2.82 

20 

Kanematsu/trading 

47,411 

24 

15,939 

1,447 

5.20 

0.09 

0.17 

1.1 

38 

25 

Tokyo  Electric  Power2/utilities 

37,661 

591 

105,663 

46,210 

34.50 

0.44 

0.52 

1.4 

40.8 

26 

Toshiba/e!ec  &  electron 

37,100 

165 

42,980' 

21,714 

6.76 

0.05 

0.08 

1.4 

168.0 

30 

•  Honda  Motor/automobiles 

33,094 

307 

25.865 

12.074 

12.40 

0.32 

0.42 

1.1 

90.9 

32 

•  Sony/appliances 

31,972 

288 

38,934 

15,622 

41.87 

0.78 

1.04 

1.1 

126.0 

43 

•  NEC/elec  &  electron 

28,126 

-362 

34,198 

14,354 

9.32 

-0.24 

-0.11 

1.0 

141.0 

All  figures  except  per-share  Items  are  in  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1992  EPS  are  converted  at  an  average  rate  of  exchange  for 
the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For 
companies  with  January,  February  or  March  fiscal  year-ends,  1992  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1993.  •  Sponsored 
ADR.    m  Non-sponsored  ADR.    'Figures  are  latest  available.    2Not  fully  consolidated.    E:  Estimate.    NA:  Not  available. 

Sources:  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 

DataScreen  II;  Forbes. 
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In  A  Changing  World, 
You  Still  Remain  Our  First  Priority 


It  sometimes  seems  as  if  the  future  is  fated  to 
be'ong  to  impersonal  companies  that  just  could  not 
care  about  their  customers. 
Thankfully,  this  is  not  our  future. 
Because  at  Lucky-Goldstar  we  combine  an  uncom- 
promising commitment  to  quality  with  a  determination 
to  create  extra  value  for  our  customers. 
Then  we  add  the  personal  touch. 
It  is  this  human  quality  that  drives  us  to  help 
enhance  the  quality  of  life;  making  everyday  living 
more  comfortable  and  enjoyable;  creating  everything 
from  256M  DRAMs  to  High  Definition  TVs  (HDTVs). 


We  think  this  is  what  putting  you  first  really  means. 
And  obviously  you  agree.  How  else  could  we  have 
become  the  USS32  billion  corporation,  working  in 
over  1 20  countries  and  involved  in  every  aspect  of 
chemistry,  electronics,  trade,  finance,  construction 
and  public  service,  that  we  are  today? 
The  future  always  brings  change.  But  at  Lucky- 
Goldstar,  we  ensure  changes  improve  your  future. 


LUCKY-GOLDSTAR 

Investing  Our  Past  In  The  Future 


ky  Goldstar  International  Corp.  Yoido  PO  Box  699.  Seoul.  Korea  Phone  (02)  785  5694  Fax  (02)  783  9288  •  Chemistry  and  Energy  -  Lucky  Ltd  -  Honam  Oil  Refinery  -  Lucky 
rochemical  •  Hoyu  Energy  ■  Electric  and  Electronics  •  Goldstar  Co.  Ltd  •  Goldstar  Information  &  Communications  •  Golostar  Telecommunication  •  Goldstar  Software  •  Goldstar  Electron  • 
dstar  Alps  Electronics  •  Goldstar  Precision  -  Goldstar  Industrial  Systems  •  Goldstar  Instrument  6>  Electric-  Goldstar  Electric  Machinery  ■  Goldstar  Honeywell  •  Machinery  and  Metals 
ioldstar  Caole  -  Kukje  Electric  Wire  •  Lucky  Metals  •  Trade  and  Finance  •  Lucky  Goldstar  International  •  Lucky  Securities  •  Lucky  Insurance  •  Pusan  Investment  &  Finance  •  LG 
'dit  Card  ■  Construction  and  Services  •  Lucky  Development  •  Lucky  Engineering  •  LG  Mart  •  Hee  Sung  Tourism  Development  •  L.G  Ad  Inc.  •  Systems  Technology  Management  • 
ky-Goldstar    Economic    Research    Institute  •   Public   Service   and   Sports  •   The   Yonam    Foundation  •   The    Yonam    Educational    Institute  ■   Lucky  Goldstar    Welfare   Foundation  •   LG  Sports 


JAPAN 


1992 

Company/business 

Revenue 

Net 

Assets 

Market 

MOCK 

CDC 

TieiQ 

Employees 

Rank 

income 

value 

pnee 

1992 

1993E 

(%) 

\  'Of 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

d^ 

■  rUjlloU/Udld  uiuicooiiig 

27,725 

-261 

32,452 

12,766 

7.04 

-0.14 

-0.11 

1.1 

162.0 

dQ 

■  C i imifnmA  Ranlf /hanLino 

26,777 

168 

427,102' 

65,896 

20.98 

0.05 

0.20 

0.4 

17.72 

■  KA  lie  1 1 hi c  K i  P !orf  r tf*  la\oi   J?.  £.lortrnn 

■  mllSUDISni  CIcClilC/clcL  a  clctUUII 

L\),lLL 

228 

30,153 

11,644 

5.44 

0.11 

0.11 

1.7 

107.9 

■  Cinuia  Ranb/hci  nlf  i  nn 

■  odUWd  DaNK/UdNKIHg 

761 

411,704' 

61,120 

21.07 

0.26 

0.24 

0.4 

14.5 

54 

Mitsubishi  Motors/automobiles 

25,481 

207 

17,154' 

6,051 

7.09 

0.24 

0.24 

0.9 

27.02 

33 

■  r\o,t  Ifhi  K ancrun  RanL/hanktno 

w  L/ai'icni  rvdiigyu  Ddfift/udHniiig 

LJ,JLO 

377 

445,706' 

57,607 

18.46 

0.12 

0.17 

0.4 

18.82 

JO 

■  Piiii  RanU/hunLino 

■  rUjl  DdnK/UdNMIIg 

24,579 

467 

418  956' 

t  1  <j ,  j  j\> 

60,745 

20.98 

0.16 

0.11 

0.4 

16.02 

A  llr  VnicaHn/rpty ihno 
v  IIU "lUfllaUWlCloHlME 

24,068 

514 

13,352 

16,223 

39.25 

1.24 

1.68 

0.8 

33.1 

cn 
ou 

■  Qabiira  RanU /hankino 

■  OanUia  DdllR/UdMfting 

24,043 

462 

437,952 

49,438 

14.92 

0.14 

0.14 

0.5 

22.3 

61 

Nippon  Steel/metals-steel 

23,638 

15 

34,557' 

25,697 

3.73 

0.00 

0.02 

1.5 

53.32 

fi? 

(St  Miiciihichi  Rank/hankinc 

•  IVSIlbUU'JiH  Ddllru  UdllrMilg 

23,406 

503 

388,422' 

73,481 

25.55 

0.17 

0.20 

0.3 

15.5 

ft"* 

DO 

■  In/41  Rani/  nf  lanan/hnnkino 

■  Inul  DdllK  Uf  JdJJdli/UdMKing 

?T  294 

328 

336  233 

63,144 

26.85 

0  14 

0.12 

0.3 

5.42 

fid 

Minnnn  Oil/onorou 
IvippUlt  l/U/cllcigy 

22  757 

248 

21,261' 

9,485 

7.74 

0.20 

0.23 

0.8 

11.0 

Do 

MitciiKicHi  Uoauu  Inrlc/marhinoru  J?.  ann 

mllSUDIbni  ncovy  inus/iiidUHnciy  w  cllg 

29  48?1 

22,369 

6.65 

0.19 

0.26 

1.1 

44.92 

73 

Mazda  Motor/automobiles 

20.778 

10 

12,111' 

5,267 

4.90 

0.01 

0.02 

1.3 

29.82 

76 

■  naipi/rptailino 

■  L/nltl/ 1  Clal  1  Hit, 

19,984 

57 

13,322 

4,537 

11.10 

0.14 

0.16 

1.4 

19.02 

78 

Kancai  Plprttir  Pnwpr^/ntilitip^ 
r\di loui  tici*uii«  runci  /utmuco 

18,991 

625 

52,064 

26,290 

27.13 

0.64 

0.65 

1.7 

25.6 

ou 

1  nno  To rm  Croriii  Ranlr /hsnLina 
LOJtg- 1  clfll  vicull  DdnivUdllKINg 

10,  Jl  I 

186 

10U 

271  688 

22,311 

9.32 

0.08 

0.10 

0.8 

3.82 

Rfi 

i  mi  7i  i  If  nn  c  tn  irtinn 

dniini£u/tuHbuutiiuii 

264' 

23,986' 

6,911 

8.77 

0.20E 

0.31 

u 

1 1.52 

90 

■  Bank  of  Tokyo/banking 

17,033 

303 

218,529' 

26,454 

13.15 

0.15 

0.19 

0.6 

17.7 

Xftwrtta  Tci  ich/t/traHinci 

i  oyoid  i  susnu' uduiiig 

10,0/ J 

fifti 

uu 

7  018' 

/  ,U10 

1 693 

6.69 

0.20 

0.24 

1.0 

1  92 

■  If  aiima/rnnctrtiftinn 

■  ndJima/lUHMIUlUUIl 

lfi  dQSi 

23,709' 

7,807 

8.12 

0.26E 

0.26 

1.5 

13.82 

98 

Chuhn  Elprtrir  Powpr2/ntilitips 

15,705 

441 

36,757' 

19,680 

26.67 

0.60 

0.62 

1.7 

20.3 

105 

■  Taicpi/rnn<;triirtinn 

■  1  019CV  UUII  all  Ul/LIUII 

15,216' 

304' 

23,461' 

6,748 

6.62 

0.32E 

0.28 

1.7 

12.92 

106 

■  Tokai  Bank/banking 

15,181 

203 

252,215' 

24.211 

11.94 

0.10 

0.14 

0.7 

12.32 

107 

ft  f^anAn/loicnro  onnHc 

IS  11? 

283 

tOJ 

17,242 

10,105 

13.05 

0.37 

0.45 

0.9 

67.2 

1 1d 

■  Pf  rVrVIMcldld-olcGl 

li  dS1 1 

14,401 

Ou 

24  092' 

10  842 

3.08 

0.00E 

0.02 

1.5 

44.1 

118 

■  RriHopctnnp/mHiKtri^I  rnmn 

■  DMUgCMUIICHllUUjlHdl  UUIlip 

13,817 

224 

14,800 

9,790 

12.68 

0.29 

0.50 

1.1 

85.8 

120 

Ninnttn  Pvnrocc/trurLino  PR 
filJJJJUM  mUIG«W  U  UunlllK]  i\r\ 

1  J,/  U£ 

2^2 

COL 

9,164 

10,209 

9.51 

0.22 

0.25 

0.6 

52.4 

121 

■  Sumitomo  Metal  Inds/metals-steel 

13.6331 

2261 

20,068' 

10,440 

3.32 

0.02E 

0.03 

1.7 

20.32 

124 

r^mrt  flil/pnprov 

13273' 

148' 

9,638' 

4,464 

7.88 

0.24E 

0.27 

08 

lb2 

127 

Kaww"shfi/tr3iiinf 

I \o naoi  iv'  u  OUIIIK 

13,029' 

29' 

6,803' 

549 

4.56 

-0.25 

0.09 

1.2 

■  Iciitii  (Wntnj'c/rp  arh inon/  fL  one 

■  IMliU  IVlUlUi  9/HldUHIIcl  j  01  cllg 

1L,JJJ 

-227 

10  671 

4  959 

4.81 

-0.22 

-0.13 

0.0 

13  32 

137 

■  M3(3IM  Dolm  /UallfHIIg 

12,239 

289 

233,264 

26,826 

11.56 

0.12 

0.13 

0.6 

15.1 

138 

■  Jusco/retailing 

12,197' 

89' 

7,213' 

5,783 

18.74 

0.21 

0.41 

1.0 

11.62 

XHX 

■  QanuA  Plo/"fpi/*/^nn!i3nroc 

■  odiiyo  ciccinL/dppHdiitcb 

191  n^ 

in 

lfi 

10,  JJL 

8  1S1 
0, 1  ji 

4.£  1 

-d  (11 

u.u  1 

0  (11 

0.01 

l  & 

1 .4 

56.1 

14? 

■  Kl  irvn/"inrloncr\/i  nHi  ictn  al  rnmn 
w  l"6  ip^JUt  IUCI  laU/  II  IUUMI  Id  -  tUMip 

1?  fini 

XV) 

1 1  P7fl 
1 1,  J/  u 

14  218 

14, £  10 

lfi  P7 
1U.  J  / 

fl  if) 

f)  JR 

U.40 

0  8 

56.7 

146 

■  ^harn/annlianroQ 

■  Jlldl  \)l  q\}\)\\Q  IiLc  5 

1 1  RS9 
1 1 ,0  j  j 

237 

1U,  li.U 

12  751 

11  94 

1 1 .  J4 

M.LL 

n  26 

0  9 

U.J 

41.0 

ftHauachi/rnnctn  irtinn 
vudjdoi  n/cui  ion  uuuuii 

1 1  SJR1 

1 1,J40 

17S1 
11  j 

17  5231 

1  / ,  JL J 

4  975 

4,J/  J 

fi  fiR 

o.uo 

f)  ??F 

V.LLL 

U.l  J 

1  7 

11 7 

163 

Seiyu/retailing 

10,944 

82 

11.819' 

2,921 

13.05 

0.37 

0.50 

1.1 

10.72 

i  fid 

XUH 

A  Ti°>ifir,  Marino  SL  Piro  Inc/inctiranro 

*  i muu  ividiiiic  oc  rue  iiia/iiiouidiiLc 

cOl 

Jl  191 

41 , LL 1 

14  Ififi 
1  j,  100 

1?  jfl 

(1  17 

n  91 

\J.Ll 

(1  fi 

u.o 

14. J 

167 

•  Knhp  ^fppl/mptak-<;tppl 

w  r\ULFC  OICCI/ 1  lit  Itl to  OlCCI 

10  657 

-112 

18,333' 

9,121 

3.22 

-0  04 

(1  f)3 

u.UJ 

1  7 

20. 22 

170 

m  Hdal>>  Old  JO/  Mil  Jly  IlldlClldlo 

If)  399 

IV, J 

189 

IOJ 

1 1 564' 

1  1 , JU4 

1?  538 

1(1  72 

IV. t  L 

f)  lfi 

V.  10 

fl  IQ 

U.l  3 

f)  1 

U.J 

9  92 

171 

■  Japan  Air  Lines/airlines 

10,356' 

-1001 

14.667' 

13,734 

7.72 

-018E 

-0.14 

0.0 

21.42 

172 

•  Kawasaki  Steel/metals  steel 

10,341' 

1081 

15,895' 

11,248 

3.46 

-O.04E 

0.03 

1.6 

18.22 

176 

Mitsui  Fudosan/real  estate 

10,229' 

233' 

27,200' 

10,056 

12.49 

0.23E 

0.24 

0.7 

10.0 

178 

Takashimaya/retailing 

10,178' 

49' 

5,907' 

2,492 

11.28 

0.07E 

0.11 

0.9 

9.82 

180 

Nippon  Credit  Bank/banking 

10,128 

147 

133,746' 

9,870 

56.88 

0.85 

1.17 

1.0 

2.62 

181 

Kyushu  Electric  Power2/utilities 

10,112 

309 

24,820' 

12,739 

27.13 

0.66 

0.83 

1.7 

13.7 

All  figures  except  per-snare  Items  are  in  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1992  EPS  are  converted  at  an  average  rate  of  exchange  for 
the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For 
companies  with  January,  February  or  March  fiscal  year-ends,  1992  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1993.  •  Sponsored 
ADR.    a  Non-sponsored  ADR.    'Figures  are  latest  available.    2Not  fully  consolidated.    E:  Estimate.    MA:  Not  available. 

Sources:  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 
DataScreen  II;  Forbes. 
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EXPERTS  

WHEN  IT  COMES  TO  NO-LOAD  OVERSEAS  INVESTING,  NOBODY  OFFERS  MORE 
THAN  T.  ROWE  PRICE. 

Overseas  investing  can  increase  returns  while  diversifying  portfolios.  T.  Rowe  Price,  a 
pioneer  in  foreign  investing,  helps  you  take  advantage  of  these  benefits.  We  offer  eight  no-load 
international  stock  and  bond  funds, 


including  the  International  Stock  Fund, 
which  is  one  of  the  oldest  and  largest 
international  funds  in  the  country. 

Experience  and  expertise.  More  than 
a  decade  ago,  we  teamed  with  Britain's 
century-old  Robert  Fleming  Holdings,  Ltd., 
to  form  Rowe  Price-Fleming,  adviser  to  our 
international  funds.  As  one  of  America's 
largest  managers  of  no-load  international 
mutual  fund  assets,  with  access  to  on-site 
research  analysts  worldwide,  Rowe  Price- 
Fleming  has  the  extensive  resources  needed 
to  identify  investments  with  strong  long- 
term  potential. 

Call  for  a  free  report.  Our  international 
investing  reports  discuss  factors  you  should 
consider  when  investing  overseas,  including 
currency  fluctuations  and  other  special  risks. 
Along  with  the  prospectus,  these  reports 
can  help  you  choose  the  fund(s)  best  suited 
to  meet  your  investment  goals.  $2,500 
minimum  per  fund  ($1,000  for  IRAs). 
No  sales  charges. 


EIGHT  NO-LOAD  OPPORTUNITIES 

Objective: 

Fund: 

Investment  Focus: 

Growth 

International 
Stock 

Large  companies 
outside  the  U.S. 

European 
Stock 

European  companies 

Japan 

Japanese  companies 

Aggressive 
Growth 

International 
Discovery 

Small,  fast-growing 
foreign  companies 

New  Asia 

Companies  in  Asia 
and  the  Pacific  Basin, 
outside  Japan 

Income 

Short-Term 

Global 

Income 

High-quality  foreign 
and  U.S.  short-term 
bonds  and  money 
market  instruments 

Global 

Government 

Bond 

High-quality  foreign 
and  U.S.  Government 
bonds 

Aggressive 
Income 

International 
Bond 

High-quahty  foreign 
corporate  and 
government  bonds 

Global  Bond 


^Wv  lnvest,n& 


Call  24  hours  for  a  free  report 
about  international  investing 

1-800-541-7853 


Invest  With  Confidence 

TRoweHice 


em 

i9L 


IUMB018853 


investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  There  is  no  guarantee 
hat  the  funds  will  achieve  their  objectives.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges 
ind  expenses.  Read  it  carefully  before  you  invest  or  send  money. 

f.  Rowe  Price  Investment  Services,  Inc.,  Distributor,  100  E.  Pratt  St.,  Baltimore,  MD  21202. 


JAPAN 


1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

 EPS- 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

l>miu 

W 

W 

187 

■  Asahi  Chemical  Ind/chemicals 

9,856 

146 

9,360' 

9,212 

6.39 

0.10 

Oil 

1.3 

17.52 

188 

■  Mitsubishi  Trust  &  Bank/financial  sves 

9,784 

222 

131,790' 

15,542 

11.94 

0.17 

0.15 

0.7 

6.82 

195 

■  Kumagai  Gumi/construction 

9.5241 

12' 

16,121' 

3,554 

5.22 

O.OOE 

-0.01 

1.6 

9.02 

196 

Nichii/retailing 

9,519' 

76' 

8,092' 

4,005 

14.55 

0.27 

0.36 

1.4 

17.2 

1  no 

198 

Sumitomo  Trust  &  Banking/financial  sves 

Q  CI  1 

900 

i ifi  08Qi 

1  K  079 

19  19 

0  IK 
U.lo 

0  17 

0.1/ 

(1  7 

U./ 

7  72 
/./* 

199 

■  Mitsubishi  Kasei/chemicals 

9,455 

48 

11,432' 

7,507 

4.85 

0.03 

0.02 

1.2 

9.72 

201 

■  Sekisui  House/construction 

9,396 

309 

10,958' 

7,293 

11.66 

0.49 

0.61 

1.4 

12.22 

202 

Suzuki  Motor/automobiles 

9,366' 

148' 

5,782' 

3,757 

8.94 

0.37E 

0.49 

0.8 

12.82 

204 

■  Dai  Nippon  Printing/services 

9,329' 

328' 

9,077' 

11,110 

14.83 

0.47E 

0.56 

0.8 

27.3 

one 

Tohoku  Electric  Power2/utilities 

Q  991  1 

004 

1j,j4/ 

19  Q97 

1  J.3CI 

97  07 

CI  .31 

0  7dF 
U./4L 

0  88 

U.oo 

1  7 

1./ 

19  ^ 

208 

■  Sumitomo  Electric  Inds/industrial  comp 

9,135 

233 

9,781 

7,787 

11.00 

0.33 

0.35 

0.8 

350 

210 

■  Fuji  Photo  Film/leisure  goods 

8,943 

594 

13,783 

12,854 

24.99 

LIS 

1.37 

0.7 

24.9 

211 

Mitsui  Trust  &  Banking/financial  sves 

8,894 

79 

108,029' 

11,507 

9.60 

0.07 

0.12 

0.8 

6.82 

213 

■  Toppan  Printing/services 

8,814 

237 

8,873 

8,138 

12.03 

0.35 

0.42 

0.8 

26.5 

Mitsubishi  Materials/metals-nonfer 

0,/44 

9G91 

1 1  1 881 
ll,loo' 

^  /1fi7 
J, 40/ 

A  89 
4.07 

fl  09F 
U.Ujl 

0  07 
U.U/ 

1  A 

1.4 

is  n 

1B.U 

217 

Kawasaki  Heavy  Inds/machinery  &  eng 

8,734 

115 

8,725' 

5,701 

4.27 

0.09 

0.11 

1.1 

17  42 

222 

■  Mitsukoshi/retailing 

8,565 

-65 

4,353' 

3,991 

8.30 

-fl.13 

-0.07 

0.7 

11.92 

224 

■  Matsushita  Electric  Works/elec  &  electron 

8,363 

144 

8,666 

7,643 

10.63 

0.20 

0.28 

1.1 

27.9 

225 

Ishikawajima-Harima/machinery  &  eng 

8,334 

142 

12,828 

6,247 

4.81 

0.11 

0.15 

1.2 

27.6 

HO 

Daiwa  Bank/banking 

8  901 

m 

199  1091 
loY.lUZ 

1  <i  KQ9 

10  M 
1U.04 

0  10 
U.1U 

0  Mi 
U.14 

uo 

Q  72 
3.1" 

230 

Snow  Brand  Milk  Prods/food,  household 

8,099' 

62' 

3,681' 

2,493 

7.69 

0.20E 

0.24 

0.8 

7.82 

232 

Taiyo  Fishery/food,  household 

8,069 

-37 

3,684 

1,415 

4.72 

-0.12 

0.07 

0.0 

12.1 

233 

Mitsubishi  Oil/energy 

8,054' 

85' 

5,950' 

3,353 

9.70 

0.31E 

0.36 

0.8 

2.32 

234 

Sumitomo  Chemical/chemicals 

8,054 

129 

10,317 

7,485 

4.62 

0.08 

0.11 

1.2 

15.0 

OA  1 

Nikko  Kyodo/energy 

7  074 1 
/  ,0/1 

-ILL 

7  0491 

D.olU 

J.io 

n  9or 

_fl  09 

-u.uz 

l.i 

C  02 

D.lr 

244 

Chugoku  Electric  Power2/utilities 

7,850 

199 

19,329 

9,633 

26.48 

0.67E 

0.79 

1.8 

11.3 

247 

■  Fuji  Heavy  Inds/automobiles 

7,799' 

-1631 

6,194' 

2,189 

3.74 

-0.18E 

-0.11 

0.0 

15.3 

249 

■  Toray  Industries/chemicals 

7,776 

215 

10,729 

8,776 

6  29 

0.15 

0.16 

1.0 

31.4 

256 

•  Ricoh/data  processing 

7,626' 

15' 

9,272' 

4,665 

7.16 

0.06 

0.08 

1.3 

46.0 

1 3  j 

•  rvuDoid/indiiiiueiy  a  eng 

7  R99 

a^ 

40 

fi  1441 
0,144 

e  4flc 

8,4Uo 

R  Q7 
D.J/ 

0  09 
U.Uo 

0  AC 

u.Ub 

fl  0 

u.y 

90  O 
ZU.U 

269 

Fuji  Electric/elec  &  electron 

7,211 

62 

7,242 

3,510 

4.94 

0.09 

0.12 

1.5 

14.72 

271 

Toshoku/trading 

7,196 

17 

6,877 

1,496 

8.58 

0.10 

0.15 

0.7 

0.62 

274 

Yasuda  Fire  &  Marine  lns2/insurance 

7,167 

113 

30,058 

7,186 

8.09 

0.13 

0.15 

0.8 

11.2 

277 

Dainippon  Ink  &  Chems/chemicals 

7,124 

-34 

9,058 

3,949 

5.00 

-0.04 

-0.02 

1.1 

23.5 

C.OC 

uainaisu  ivioior/duiuiiiuuiies 

9c. 

-JO 

4,0lo' 

9  117 
I, ill 

A  07 

n  no 
-U  Uo 

o  o/i 

-U.U4 

U.U 

10  7 

la./ 

287 

•  Komatsu/machinery  &  eng 

6,971 

24 

11,379 

8,227 

8.21 

0.02 

0.11 

0.9 

26.3 

290 

■  Kirin  Brewery/bev  &  tobacco 

6,904 

377 

11,045 

13,346 

12.68 

0.36 

0.42 

0.7 

8.12 

297 

■  Nippon  Yusen/shipping 

6,667' 

49' 

9,530' 

6,639 

5.73 

0.04E 

0.05 

0.7 

2.7 

299 

Kinki  Nippon  Railway/trucking,  RR 

6,659' 

121' 

9,538' 

11,317 

7.41 

0.07E 

0.09 

0.6 

12.22 

?qq 

■  udiwa  nouse  inausxry/Lonsu ucuon 

G  C£.Q1 

0,033 

90/11 
oU4 

O  7/191 
0,/4Z' 

C  071 

0,57  1 

1  A  9C 
14.00 

fl  7CC 

U./bt 

fl  00 

1.1 

1  fl  92 

306 

■  All  Nippon  Airways/airlines 

6,562' 

55' 

9,890' 

14,932 

10.35 

0.01E 

0.02 

0.4 

17.8 

308 

Daimaru/retailing 

6,551' 

44' 

3,011' 

1,788 

6.60 

0.06E 

0.07 

0.7 

7.32 

309 

Sekisui  Chemical/bldg  materials 

6.547' 

205' 

7,767' 

4.843 

8.77 

0.26E 

0.33 

1.2 

5.7 

310 

■  Yasuda  Trust  &  Banking/financial  sves 

6,531 

69 

82,609' 

9,390 

8.51 

0.06 

0.11 

0.8 

6.02 

314 

■  Fujita/construction 

6,352' 

1291 

10,616' 

3,047 

6.16 

0.23 

0.23 

1.7 

5.62 

320 

Tokyo  Gas/utilities 

6,179' 

201' 

9,970' 

14,148 

5.04 

0.05E 

0.06 

0.9 

12.62 

321 

■  Kao/food,  household 

6,178 

163 

4,981' 

7,095 

11.84 

0.27 

0.38 

0.8 

7.02 

323 

Nippon  Meat  Packers/food,  household 

6,059 

97 

3,608' 

3,291 

14.45 

0.47 

0.61 

0.9 

19.6 

327 

UNY/retailing 

6,025 

31 

4,263 

2,630 

13.89 

0.16 

0.43 

1.2 

7.72 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1992  EPS  are  converted  at  an  average  rate  of  exchange  for 
the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For 
companies  with  January,  February  or  March  fiscal  year-ends,  1992  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1993.  "Sponsored 
ADR.    ■  Non-sponsored  ADR.    'Figures  are  latest  availtble.    2Not  fully  consolidated.    E:  Estimate.    NA:  Not  available. 

Sources:  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 
DataScreen  II;  Forbes. 
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The  1992  Results  Are  In: 

THE  GUARDIAN  IS 
THE  BEST  OF  THE  BEST 


Strong,  Vital,  Focused  and  Committed: 
1992  Was  Another  Outstanding  Year  for  The  Guardian. 


1992  Return  on  Assets 


0.00%  020%  0.40 
■  1992  Company  Annual  Statements 


Profitability:  The  Key  to  Long-Term  Value 

In  a  year  in  which  we  experienced  record  sales  growth,  The 
Guardian  showed  a  significant  gain  in  operations  in  1992.  But  we 
didn't  reap  this  gain  at  the  expense  of  products,  services  or  future 
operations.  In  1992,  we  also  paid  out  a  record  amount  of  policy- 
owner dividends,  introduced  major  new  product  innovations  and 
strengthened  the  Company's  reserves  which  back  future  claims. 

Asset  for  asset,  The  Guardian  is  one  of  the  most  efficient  finan- 
cial institutions  in  the  world.  Our  $117  million  1992  Operating 
Gain  is  bigger  than  that  of  companies  two  and  three  times  our 
Asset  size. 


Capitalization 


10.0%  120%  140% 
1992  Company  Annual  Statements 


Our  Capital  Strength  Is  Our  Net  Worth 

The  Guardian's  16.4%  Capitalization  Ratio  is  outstanding  .  .  . 
not  only  when  compared  to  an  average  life  insurance  company, 
but  when  compared  to  the  very  best  insurers. 

Because  of  The  Guardian's  Capital  position,  we  can  invest  in 
the  Company's  future  .  .  .  without  incurring  debt  of  any  kind. 
Capital  strength  means  we  have  the  flexibility  to  continually 
improve  our  products  and  the  services  we  offer. 


NOTE:  Companies  A  through  G  are  actual  life  insurance  companies  included  for 
comparison  purposes  on  the  basis  that  they  are  highly  rated  by  the  top  indepen- 
dent industry  rating  agencies,  and  are  considered  to  be  similar  to  The  Guardian  in 
markets  and  organization.  The  comparison  includes  the  parent  of  all  companies 
remaining  with  the  highest  Aaa  rating  from  Moody's. 


We  Won't  Have  to  Mortgage  the  Future 
to  Pay  for  the  Past 

We  won't  have  to  make  up  for  past  investment  mistakes  out  of  next 
year's  policy  dividends  because  essentially,  we  didn't  make  any. 

For  every  dollar  of  Moody's-defined  net  worth,  The  Guardian 
has  less  than  1C  in  troubled  real  estate  or  defaulted  bonds. 

And  The  Guardian's  current  credit  reports  are  testimonies  to  our 
excellent  investment  record  of  generally  out-performing  the  market. 

Increase  in  Dividends  Paid  to  Life  Policyowners  1988-1992 

The  Guardian 


Source  1992  Company  A 


Financial  Strength  PLUS... 

The  Company's  bottom  line  isn't  the  only  measure  to  gauge  our 
success.  Over  the  last  five  years,  The  Guardian's  total  payout  to 
individual  life  insurance  policyowners  has  grown  a  remarkable 
40%,  outdistancing  all  other  quality  companies.  And,  we  haven't 
missed  a  dividend  year  since  we  began  selling  insurance  in  1868. 

Put  us  to  the  test  for  your  next  purchase. 

Call  1-800-662-1006 

You'll  learn  more  about  the  financial  strength  of  The  Guardian 
and  more  about  our  superior  products  and  services  for  Life 
Insurance,  Group  Insurance,  Reinsurance,  Disability  Income 
Protection,  Equity  Products,  or  Asset  Management*. 


4^  The  Guardian5 

The  Intelligent  Choice" 

Since  1860 


Equity  products  are  offered  through  Guardian  Investor  Services  Corporation  , 
a  wholly-owned  subsidiary  of  The  Guardian  Insurance  and  Annuity  Company. 

©1993  The  Guardian  Life  Insurance  Company  of  America 
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Revenue 

Net 
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Market 

'  Stock 

EPS- 

Yield 
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($mil) 
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($mil) 
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($mil) 

($mil) 
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328 

Aisin  Seiki/industnal  comp 

5,9991 

88'  ' 

4,478' 

3,135 

11.38 

0.33E 

0.41 

0.9 

10.42 

338 

Toda2/construction 

5,853' 

127' 

6,780' 

2,413 

7.51 

NA 

NA 

1.1 

5.9 

339 

Toyo  Seikan  Kaisha/misc  materials 

5,842' 

239' 

4,664' 

5,887 

29.18 

0.97E 

1.13 

0.2 

6.32 

340 

■  Furukawa  Electric/industrial  comp 

5,785 

43 

5,725' 

4,246 

6.47 

0.07 

0.09 

0.9 

7.62 

344 

Chori/trading 

5,666' 

-47' 

3,258' 

465 

5.39 

-0.58E 

NA 

0.0 

1.5* 

347 

■  Bank  of  Yokohama/banking 

5,628 

57 

94,377' 

11,981 

10.54 

0.05 

0.16 

0.4 

6.22 

354 

■  Ajinomoto/food,  household 

5,505 

92 

6,512 

8,165 

12.59 

0.14 

0.16 

0.7 

11.9 

357 

Hazama/construction 

5,467' 

81 

7,068' 

1,745 

5.44 

0.10E 

0.10 

1.4 

5.22 

359 

Yamaha  Motor/leisure  goods 

5,422 

49 

4,751 

1,933 

8.39 

0.21 

0.37 

0.7 

10.5 

362 

Tonen/energy 

5,384 

137 

6,520' 

8,681 

13.43 

0.21 

0.27 

1.7 

2.32 

363 

Hanwa/retailing 

5,362' 

451 

20,751' 

5,770 

14.73 

0.12 

0.19 

0.8 

1.32 

364 

Takeda  Chemical  Inds/personal  care 

5,324' 

2531 

7,347' 

10,922 

12.49 

0.32E 

0.42 

0.9 

15.5 

364 

Ube  Industries/misc  materials 

5,324' 

74' 

7,182' 

3,522 

4.21 

0.02E 

-0.01 

Li 

7.62 

370 

■  Kanebo/textile.apparel 

5,286 

-83 

6,661 

2,114 

4.22 

-0.16 

-0.08 

0.7 

1¥ 

376 

Oki  Electric  Industry/elec  &  electron 

5,125 

-264 

6,243' 

2,854 

4.66 

-0.43 

-0.30 

0.7 

15.02 

377 

Nippon  Light  Metal/metals-nonfer 

5,112 

34 

5,093' 

3,690 

7.18 

0.10E 

0.13 

0.6 

4.92 

379 

•  Nintendo/leisure  goods 

5,088 

710 

3,883' 

12,522 

88.39 

5.01 

6.15 

0.7 

2.3 

380 

Toyo  Trust  &  Banking2/financial  svcs 

5,066 

95 

68,980 

9,160 

11.66 

0.12 

0.11 

0.6 

5.6 

383 

■  Oji  Paper/forest  products 

5,032 

34 

6,924 

5,901 

9.70 

0.06 

0.12 

0.8 

6.22 

385 

Osaka  Gas/utilities 

5,009' 

180' 

8,205' 

12,163 

4.81 

0.07E 

0.08 

1.0 

10.7 

388 

■  Teijin/chemicals 

4,952 

96 

8,581 

4,331 

4.45 

0.10 

0.12 

1.3 

7.12 

391 

Tokyu  Construction/construction 

4,867' 

34' 

5,752' 

1,123 

5.74 

0.12E 

0.10 

1.8 

4.52 

393 

DaikyoJ/real  estate 

4,840 

31 

12,260' 

2,125 

11.47 

0.17 

0.09 

1.0 

2.6 

396 

Nishimatsu  Construction/construction 

4,828 

98 

5,722 

3,035 

11.10 

0.36 

0.44 

.  0.9 

5.2 

398 

■  Hino  Motors2/machinery  &  eng 

4,777' 

55' 

2,714' 

2,498 

6.97 

0.08 

0.08 

0.9 

8.3 

398 

Mitsui  OSK  Lines/shipping 

4,777' 

171 

6,959' 

4,683 

4.33 

0.01E 

0.01 

0.9 

Iff 

403 

•  Pioneer  Electronic/appliances 

4,725 

86 

4,325 

4,018 

22.38 

0.48 

0.61 

1.0 

17.3 

406 

Sumitomo  Marine  &  Fire2/insurance 

4.683E 

103 

16,299' 

6,192 

9.28 

0.15 

0.19 

0.8 

6.52 

410 

■  Yamazaki  Baking/food,  household 

4,602 

106 

2,700' 

3,944 

17.90 

0.48 

0.66 

0.6 

16.62 

411 

Asahi  Breweries/bev  &  tobacco 

4,591 

31 

17,000 

4,747 

11.38 

0.07 

0.09 

0.7 

8.3 

412 

Toyoda  Automatic  Loom2/machinery  &  eng 

4,580 

123 

3,542 

4,785 

16.97 

0.44 

0.45 

0.7 

9.3 

414 

Sumitomo  Rubber  Inds/mdustrial  comp 

4,564 

48 

4,411 

1,615 

8.90 

0.27 

0.36 

0.9 

20.0 

415 

Matsuzakaya/retailing 

4,560 

31 

2,457 

1,897 

12.21 

0.20 

0.05 

0.6 

7.22 

416 

■  Marui/retailing 

4,548 

163 

6,279' 

5,654 

15.39 

0.45 

052 

1.3 

9.52 

417 

Okura  &  Co/trading 

4,545' 

01 

2,749' 

627 

6.25 

-0.16E 

0.03 

0.7 

0.82 

418 

■  Hokuriku  Bank/banking 

4,540' 

1031 

60,871' 

5,060 

7.38 

0.10E 

0.13 

0.6 

4.92 

419 

Nagase  &  Co/trading 

4,539' 

41' 

2,379' 

1,525 

10.07 

0.19E 

0.41 

0.7 

1.42 

422 

■  Nomura  Securities/financial  svcs 

4,500 

29 

72,786 

39,517 

20.14 

0.01 

0.17 

0.5 

15.0 

423 

•  Shiseido/personal  care 

4,500 

106 

5,175 

5,374 

13.43 

0.27 

0.39 

0.8 

24.0 

425 

Isetan/retailing 

4,469' 

44' 

3,804' 

3,736 

16.97 

0.10E 

0.12 

0.5 

5.72 

427 

Showa  Denko/chemicals 

4,461 

-162 

7,101 

3,794 

3.66 

-0.16 

-0.08 

0.0 

5.42 

429 

Hokkaido  Takushoku  Bank/banking 

4,458 

69 

89,751 

6,044 

6.49 

0.07 

0.10 

1.0 

6.3 

436 

Shinsho2/trading 

4,369' 

5' 

1,931' 

410 

5.22 

0.01 

0.04 

0.9 

1.0 

437 

Sato  Kogyo/construction 

4,357' 

36' 

6,603' 

2,307 

8.82 

0.10E 

0.08 

0.8 

5.32 

438 

Mitsui  Construction2/construction 

4,346' 

34' 

4,567' 

1,149 

5.52 

0.08E 

0.08 

1.3 

4.8 

441 

Yamato  Transport/trucking,  RR 

4,335 

64 

2,728' 

2,972 

9.88 

0.21 

0.26 

1.0 

44.22 

443 

■  Toyobo/textile, apparel 

4,267' 

55' 

4,374' 

2,719 

3.94 

0.05 

0.06 

1.2 

8.42 

445 

Tokyu  Dept  Store/retailing 

4,241 

7 

4,076' 

1,841 

6.70 

0.03 

0.07 

1.1 

5.32 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1992  EPS  are  converted  at  an  average  rate  of  exchange  for 
the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For 
companies  with  January,  February  or  March  fiscal  year-ends,  1992  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1993.  "Sponsored 
ADR.    ■  Non-sponsored  ADR.    'Figures  are  latest  available.    2Not  fully  consolidated.    E:  Estimate.    NA:  Not  available. 

Sources:  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 

OataScreen  II;  Forbes. 
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1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS- 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

KmiTi 

V  .pi  M 1 1  / 

If,) 

A  AC 

446 

Iwatani  International/utilities 

4,237' 

31' 

3,008' 

1,559 

6.45 

0.1  IE 

0.13 

0.9 

1.72 

A  AQ 

448 

Nippon  Paper  Inds/forest  products 

4,222' 

52' 

5,236' 

5,718 

6.06 

0.03E 

0.08 

1.1 

4.52 

AAQ 

440 

Haseko/construction 

A  0001 

4,222' 

401 

9,847' 

3,242 

7.55 

0.08E 

0.07 

1.4 

3.12 

A  art 
4DU 

•  TDK/etectronic  comp 

A  01  0 

4,210 

147 

147 

4,710' 

4,610 

35.06 

1.12 

1.38 

1.3 

25.8 

453 

Nichirei/food.  household 

4.195 

30 

3,071 

2,239 

7.24 

0.10 

0.15 

u.o 

A  CC 

4DD 

Nissan  Shatai/automobiles 

a  i  mi 

4, I/O1 

15' 

1,573' 

890 

5.66 

0.09E 

0.10 

1.5 

5.6 

A  C"7 

43/ 

■  Mitsui  Marine  &  Fire  Ins/insurance 

A  1  7/11 

4,1/U' 

55' 

24,762' 

6,095 

8.39 

0.12 

0.16 

0.8 

8.8 

458 

Sumitomo  Forestry/construction 

4,163' 

69' 

2,594' 

3,027 

18.46 

0.50E 

0.63 

0.4 

3.12 

/ICO 

4b^ 

Sumitomo  Metal  Mining/metals-nonfer 

4,0/0 

50 

5,034' 

5,109 

10.16 

0.08E 

0.09 

0.6 

4.12 

466 

■  Shizuoka  Bank2/banking 

4.0431 

1601 

59,047' 

10,197 

12.68 

0.22 

0.27 

0.4 

5.2 

4DO 

■  Konica/leisure  goods 

A  007 
4,07/ 

on 
oU 

4,208' 

2,375 

6.65 

0.08 

0.03 

1.4 

19.0 

ACQ 

4by 

Odakyu  Electric  Railway/trucking,  RR 

j  nini 

4,oiy7 

47' 

6,414' 

5,364 

7.61 

0.07E 

0.09 

0.9 

4.02 

4/j 

Mitsui  Toatsu  Chemicals/chemicals 

3.9671 

55' 

5,943' 

3,148 

4.03 

0.03E 

0.03 

1.4 

5.52 

4/4 

Mitsubishi  Petrochemical/chemicals 

o  oji  jii 
0,y44' 

78' 

5,171' 

3,661 

7.42 

0.09E 

0.05 

1.0 

3.42 

474 

Seibu  Railway/trucking,  RR 

3,944' 

51 

7,142' 

13,413 

30.96 

0.00E 

0.03 

0.2 

5.5 

4/D 

General  Sekiyu  Group/energy 

0,939' 

/5' 

2,602' 

2,771 

11.38 

0.30 

0.32 

1.8 

1.32 

/177 
4/ / 

■  Onoda  Cement/bldg  materials 

0  0071 
.3,30/ ' 

001 

ID 

b,50o' 

0  70c 
2,/95 

6.03 

0.05E 

0.07 

0.9 

1.52 

4/y 

Kandenko2/construction 

0  QQQ1 
0,033 ' 

001 

0  OC01 

o.Obz1 

A  07n 

4,0/0 

26.39 

0.68E 

0.80 

0.2 

9.5 

4o(J 

■  Nippon  Suisan  Kaisha/food,  household 

o  onoi 
0,092' 

r  1 

5' 

2,360' 

1,478 

4.99 

0.06E 

0.07 

0.0 

2.82 

481 

Sumitomo  Heavy  Inds/machinery  &  eng 

3,878 

-9 

4,926' 

2,717 

4.62 

-0.01 

0.05 

0.8 

6.S2 

4Bz 

Yamaha/leisure  goods 

0  070 

0,5/3 

lb 

3,662' 

2,063 

10.63 

0.08 

0.21 

0.5 

11.6? 

A  OA 

484 

Yuasa  Trading/trading 

3,848' 

32' 

2,751' 

759 

6.85 

0.15 

0.24 

1.1 

1.6 

48D 

Nagasakiya/retailing 

0  QAA1 

o,o44' 

1 01 
12' 

0  LA  1 1 

0,541' 

1 000 
l,32o 

0  nc 

8.95 

0  on 

-0.99 

—0.06 

1.0 

4.82 

A  Of 

486 

Kawasaki  Kisen  Kaisha/shipping 

3,832' 

33' 

3,894' 

2,271 

3.88 

0.02E 

0.02 

0.0 

1.22 

490 

Toyota  Auto  Body2/automobiles 

1  7001 

3./881 

251 

1,174' 

689 

8.02 

0.25 

0.25 

1.2 

7.6 

492 

Tostem  Corp/bldg  materials 

3,780' 

128' 

4,613' 

6,856 

31.42 

0.64E 

0.85 

0.4 

12.2 

493 

Hokkaido  Electric  Power2/utilities 

3,772' 

70' 

9,917' 

5,855 

27.13 

0.59E 

0.77 

1.7 

6.5 

494 

Osaka  Uoichiba/trading 

3,770' 

16' 

7211 

496 

8.86 

NA 

NA 

0.8 

0.52 

497 

Maeda2/construction 

3,757' 

40' 

4,459' 

1,732 

9.88 

0.21E 

0.23 

0.8 

4.5 

497 

Penta-Ocean  Construction/construction 

3,757' 

30' 

3,936' 

2,158 

7.16 

0.11 

0.12 

1.0 

4.9 

500 

■  Daiwa  Securities/financial  svcs 

3,728 

-107 

43,296' 

16,780 

12.49 

-0.08 

0.09 

0.6 

12.6 

P/E  24   •   Yield  1.2%   •   Market  value  $118  billion   •   Year-to-date  price  change  6.2% 


Direct  foreign  purchases  of  Korean  stocks  on  the  Seoul 
Stock  Exchange  have  been  legal  since  early  1992,  but 
no  more  than  10%  of  the  outstanding  stock  in  a  Korean 
firm  can  be  held  by  foreigners.  But  most  high-grade 
companies  have  reached  their  foreign  ownership  limit, 
and  Korea's  thirst  for  capital  may  force  the  government 
to  raise  the  ceiling.  Investment-grade  corporate  bonds 
yield  around  12%;  it's  harder  for  small  firms  to  get 
credit;  black-market  loans — interest  can  top  20% — run 
an  estimated  $37  billion  a  year.  Daewoo  Securities 
(America)  Inc.'s  Sean  Jo  predicts  Korea's  new  govern- 
ment will  do  what  it  can  to  make  more  capital  available. 


gnp  expanded  at  an  average  8 
it  was  a  shock  when  growth 
Forecast  for  1993:  about  6%. 


Performance  relative  to  EAFE 

200 


'89     '90     "91     '92  '93 


.2%  a  year  in  the  1980s.  So 
came  in  at  4.8%  last  year. 
-Robert  B.  Rosenstein 


1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS  

Yield 

Employe* 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

103 

•  Samsung  Corp/trading 

15,443 

20 

1,284 

357 

25.71 

1.46 

1.59 

0.1 

5.1 

112 

Hyundai/trading 

14,605 

8 

877 

116 

24.21 

1.66 

1.68 

2.6 

1.4 

115 

Ssangyong  Group/multi-industry 

14,292 

158 

12,282 

4,956 

22.84 

1.03 

1.60 

0.1 

24.0 

168 

Daewoo/trading 

10,442 

52 

7,830 

1,679 

18.85 

0.59 

.65 

0.0 

9.0 
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1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS  

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

221 

Korea  Electric  Power/utilities 

o,b/b 

Oft  QQftl 

00  OA 

ilxA 

1  CI 

l.bl 

1. 03 

ft  1 

U.l 

OO  0 

223 

•  Hyundai  Motor/automobiles 

8,462 

CO 

bl 

7  tCO 

0  1  70 

1,1/1 

OC  00 

36.82 

1.06 

1  C7 
1.0/ 

1  c 
1.0 

44. D 

238 

Pohang  Iron  and  Steel2/metals-steel 

7,919 

007 

16/ 

1  A  (11  A 

0  ft7A 

00  AC. 

o  cn 

O  ftft 

1  0 

l.y 

oo  c 
zM.b 

246 

•  Samsung  Electronics/electronic  comp 

7,818 

no 

7  0071 

o  con 

49.93 

1  f*tO 

1.92 

O  CA 

1  c 

1.0 

45.9 

ICO 

Hyundai  Eng  &  Const/construction 

7  999 

inn 

0,30/ 

i  njn 

9J  8J 

n  Q7 

U.J/ 

0. 1 

55  8 

325 

Yukong/energy 

6,047 

38 

6,090 

1,527 

34.57 

0.87 

0.95 

2.2 

5.9 

387 

Lucky  Goldstar  Intl/trading 

4,954 

12 

1,168 

282 

18.60 

0.74 

0.49 

0.0 

3.3 

392 

Goldstar/electronic  comp 

4,852 

34 

4.359 

1,437 

20.10 

0.43 

0.60 

0.3 

32.4 

451 

•  Kia  Motors/automobiles 

4,204 

19 

4,591' 

1,383 

24.09 

0.33 

0.39 

0.0 

20.0 

452 

Hyundai  Motor  Service/automobiles 

4,196 

33 

2.972 

329 

35.70 

3.53 

3.60 

1.8 

11.9 

Performance  relative  to  EAFE 


Up  21%  in  dollar  terms  and  11%  in  local  currency  in  the 
past  two  years,  the  Dutch  stock  market  has  been  one  of 
Europe's  best.  By  comparison,  the  country's  economy 
has  been  weak:  GNP  rose  only  1.6%  in  1992  and  is 
forecast  to  contract  1 .5%  in  1993.  Unemployment  rose 
to  5%,  very  high  by  Dutch  standards.  Crimped  by  the 
strong  guilder,  exports  will  be  sluggish  this  year. 

Despite  recent  gains,  Dutch  stocks  yield  4%  and  sell 
for  14  times  earnings.  In  contrast,  Morgan  Stanley's 
EAFE  index  of  international  stocks  has  a  yield  of  2.1% 
and  a  P/E  of  31.  Catherine  Ayers-Rigsby,  president  of 
European  Research  Sendee,  based  in  Fairfax,  Va., 


•    Market  value  $145  billion  • 


thinks  the  best  opportunities  lie  with  midsize  compa- 
nies. She  likes  Elsevier,  a  scientific  publisher,  and  Bols 
Wessanen,  a  beverage  company.    -Gilbert  Steedley 


1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

•EPS  

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

6 

•  Royal  Dutch/Shell  Group/energy 

97,150 

5,410 

100,275 

81.7673 

94.08 

19.76 

17.38 

5.0 

127.0 

21 

•  Unilever/food,  household 

43,544 

2,267 

24.402 

30.4164 

109.59 

8.13 

8.50 

3.0 

287.0 

29 

•  Philips  Group/appliances 

33,283 

171 

26,926 

4,835 

15.34 

0.57 

0.79 

0.0 

257.7 

44 

Intl  Nederlanden  Group/insurance 

27,846 

955 

178,461 

9,624 

37.15 

3.92 

4.11 

4.8 

51.0 

135 

•  Ahold/retailing 

12,280 

173 

3,491 

2,876 

50.92 

3.36 

3.59 

2.2 

67.5 

165 

•  Fortis  Group/insurance 

10,865 

541 

46,635 

4.987s 

38.72 

4.44 

4.50 

4.7 

22.2 

193 

•  Akzo  Group/chemicals 

9,582 

405 

7.509 

3,716 

80.71 

8  81 

8.22 

4.5 

62.5 

218 

•  Aegon  Insurance  Group/insurance 

8,713 

517 

46.222 

4,480 

46.54 

5.21 

4.66 

4.7 

17.5 

286 

•  ABN-Amro  Holding/banking 

6.9856 

860 

253,738 

8,159 

29.17 

3.10 

3.28 

56 

58.8 

295 

•  KNP-BT/forest  products 

6,688 

100 

4,618 

1,328 

16.07 

1.19 

0.11 

1.9 

30.0 

315 

Schlumberger/energy 

6,332 

662 

7,007 

15.791 

65.25 

2.75 

2.74 

1.8 

51.0 

381 

•  DSM/cfiemicals 

5,065 

140 

5,891 

1,672 

46.42 

3.88 

1.73 

4.8 

22.4 

430 

■  Heineken/bev  &  tobacco 

4,442 

263 

4,318 

4,097 

102.06 

6.56 

7.32 

1.9 

23.1 

434 

■  Hoogovens  Groep/metals-steel 

4.391 

-128 

4,747 

356 

15.96 

-5.74 

-5.26 

0.0 

26.4 

455 

•  KLM/airlines 

4,179' 

41' 

8,028' 

766 

14.50 

-2.66E 

-0.83 

3.9 

28.3 

487 

•  Royal  Nedlloyd  Group/shipping 

3,822 

-29 

2,774 

388 

17.65 

-1.31 

-1.14 

0.0 

23.5 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1992  EPS  are  converted  at  an  average  rate  of  exchange  for 
the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For 
companies  with  January,  February  or  March  fiscal  year-ends,  1992  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1993.  ^Sponsored 
ADR.  ■  Non-sponsoreci  ADR.  'Figures  are  latest  available.  2Not  fully  consolidated.  3Combined  market  value  for  Royal  Dutch  Petroleum  and  Shell  Transport  & 
Trading.  Price,  EPS  and  yield  ars  only  for  Royal  Dutch  Petroleum.  "Combined  market  value  for  Unilever  NV  and  Unilever  Pic.  Price,  EPS  and  yield  are  only  for 
Unilever  NV.  Combined  market  value  to-  AMEV  NV  and  AG  Group.  Price,  EPS  and  yield  are  only  for  AMEV  NV.  6Revenues  are  net  interest  income  plus  other 
operating  revenues.    E:  Estimate.    NA:  Not  available. 

Sources:  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 

DaiaScreen  II;  Forbes. 
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Some  People  Might  Be  In  the  Dark  About 
What  US,  Bank  Offers  IHe  Most  Complete  Range 
Of  Processing  And  Operating  Services. 


We'll  Shed  A  Little  Light  On  Tte  Matter. 


The  Bank  of  New  York  offers  a 
nore  complete  range  of  processing 
md  operating  services  than  any 
>ther  bank.  Thanks  to  our  proven 
:ommitment  to  these  businesses 
md  vast  technological  resources, 
here's  virtually  no  need  we  can't 
ulfill. 

The  fact  is,  we  are  the  world's 
lA  Depositary  Receipt  bank, 
idministenng  over  one  half  of  the 
world's  sponsored  ADR  and  GDR 
irograms. 

We're  also  the  world's  #1 

jovernment  Securities  Clearing 

iank.  As  such,  we  clear  over  $400 

ullion  each  day— that's  more  than 

1-0%  of  all  clearing. 

What's  more.  The  Bank  of  New 
'ork  is  a  world  leader  in  Custody, 

afekeeping  more  than  $1  trillion 

i  assets.  We  are  also  a  leader 

"i  Securities  Lending,  offer 

ig  the  most  complete 


range  of  securities  lending  services. 

We  are  also  Corporate  Trustee 
for  over  half  of  the  nation's  50 
largest  companies.  As  Stock  Transfer 
agent,  we  serve  over  6  million 
shareholders  around  the  world. 

Furthermore,  The  Bank  of  New 
York  is  one  of  America's  top  Cash 
Management  banks.  We  process 
over  $150  billion  in  funds 
transfer  transactions  around 
the  world  every  day,  ser- 
vice customers  in 
more  than  70  coun 
tries  and  have 
active 


relationships  with  over  2,000  corre- 
spondent banks  worldwide. 

For  more  information,  please 
call  Joseph  Velli  at  (212)  815-2009 
regarding  our  Securities  Processing 
services  or  Donald  Monks  at 
(212)  815-3900  regarding  our 
Corporate  Cash  Management 
services. 


THE 
BANKOF 
NEW 
YORK 


World  Leader  In  Processing  And  Operating  Services. 


©1993  The  Bank  of  New  York   An  Equal  Opportunity  Lender 


SPAIN 


P/E  13   •   Yield  4.4%   •   Market  value  $101  billion   •   Year-to-date  price  change  11% 


Despite  an  11%  price  gain  (in  dollar  terms )  through  the 
first  five  months  of  1993,  the  Morgan  Stanley  index  of 
Spanish  stocks  is  44%  below  its  record  high.  David  Stix, 
a  broker  with  Madrid's  Benito  y  Monjardin,  predicts 
the  market  will  advance  further  this  year,  thanks  in  part 
to  its  low  P/E  ratio  of  13  and  an  expected  interest-rate 
decline.  Government  ten-year  bonds  currently  yield 
10.1%,  down  from  12.5%  at  the  end  of  1992. 

About  half  of  Spain's  $101  billion  market  capitaliza- 
tion is  concentrated  in  two  interest-sensitive  groups — 
utilities  and  banks.  The  banking  industry  is  being 
reshaped  by  mergers  and  privatization  efforts.  For 
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example,  in  May  the  government  sold  off  25%  of  Banco 
Argentaria,  a  newly  created  bank  that  consolidated 
several  state-owned  financial  firms.  -Gustavo  Lombo 


1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

79 

•  Repsol/energy 

18,627 

702 

11,744 

7,638 

25.46 

2.34 

2.07 

■  &3 

196 

148 

•  Telefonica/telecomm 

11,799 

777 

34,959 

10,284 

11.09 

0.85 

0.74 

4.4 

83.8 

157 

•  Banco  Bilbao  Vizcaya/banking 

11,248 

713 

88,028 

5,476 

25.38 

3.09 

2.56 

5.7 

28.5 

160 

•  Banco  Central  Hispanoamer/banking 

11,085 

514 

86.714 

4,573 

27.66 

2.99 

2.54 

6.4 

35.7 

177 

Argentaria  Group/banking 

10,178 

549 

84,777 

3,137 

37.71 

NA 

NA 

0.0 

18.4 

220 

•  Banesto/banking 

8,633 

58 

62,049 

2,038 

16.32 

0.59 

1.69 

8.5 

23.1 

258 

Iberdrola  l/utilities 

7,558 

601 

31.3581 

5,246 

5.99 

0.72 

0.58 

8.2 

15.3 

264 

•  Banco  Santander/banking 

7,411 

578 

61,527 

4,510 

46.05 

5.18 

4.59 

5.1 

20.4 

292 

•  Endesa/utilities 

6,842 

1,037 

14,640 

9,048 

34.80 

3.99 

3.61 

3.0 

16.4 

375 

Fasa-Renault/automobiles 

5,134 

NA 

2.4891 

691 

3.03 

5.12E 

2.87 

1.6 

14.8 

378 

Cepsa/energy 

5,092 

112 

3,747 

1,602 

17.96 

1.23 

1.00 

4.4 

8.8 

433 

Tabacalera/bev  &  tobacco 

4,392 

123 

2,262 

1,090 

29.61 

3.91 

2.79 

5.3 

11.8 

P/E  nm  •   Yield  1.4%   •   Market  value  $105  billion   •   Year-to-date  price  change  21% 
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In  1992  Sweden's  gross  domestic  product  declined 
1.7%,  the  second  consecutive  yearly  drop.  Swedish 
industrial  output  fell  2.5%,  while  unemployment 
reached  5.2%.  By  comparison,  in  1989  Sweden's  unem- 
ployment rate  was  only  1.4%.  The  only  good  news: 
Inflation  eased.  Consumer  prices  rose  just  2.3%,  versus 
9.3%  in  1991. 

The  slump  is  taking  its  toll  on  Sweden's  biggest 
corporations.  Nine  of  the  11  Swedish  firms  in  the 
Forbes  International  500  have  reported  their  1992 
results  and  all  of  these  firms  reported  lower  profits  last 
year.  Volvo  Group,  for  instance,  earned  SI  35  million  in 


1991  and  reported  a  net  loss  of  $570  million  last  year. 
Skandinaviska  Enskilda  Banken  lost  nearly  $1  billion. 

-Susan  Wong 


1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS 

Yield 

Employe* 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

'($) 

($) 

116 

•  Volvo  Group/automobiles 

14,252 

-570 

16,614 

4.383 

56.39 

-7.33 

0.92 

1.9 

64.4 

119 

•  Electrolux  Group/appliances 

13,812 

31 

10,169 

2,269 

30.99 

0.43 

1.01 

2.8 

121.2 

185 

Skandinaviska  Enskilda  Bk/banking 

9,981 

-962 

68,905 

441 

4.33 

-3.64 

-1.37 

0.0 

10.3 

231 

•  LM  Ericsson/elec  &  electron 

8,074 

82 

7.968 

9,323 

45.22 

0.40 

1.13 

1.1 

64.6 

All  figures  excect  per-share  items  are  in  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1992  EPS  are  converted  at  an  average  rate  of  exchange  for 
the  fiscal  year:  assets  are  converted  ot  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For 
companies  with  January.  February  or  March  fiscal  yesr-ends,  1992  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1993.  "Sponsored 
ADR.  ■  Non-sponsored  ADR.  'Figures  are  latest  available.  2Not  fully  consolidated.  E:  Estimate.  NA:  Not  available.  NM:  Not  meaningful. 
Sources:  Morgan  Stanley  Capita'  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 
DataScreen  II;  Forbes. 
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SWEDEN 

1992  Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

 EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

{ J>l(ll! ' 

(•)>) 

W 

($) 

235      Stora  Group/forest  products 

8,053 

-191 

lfU8fi 

1  U.HOU 

9  S 1 R 
ii,010 

Al  18 

j.l  j 

U.  JO 

1  Q 
1.3 

18  Q 

236      Svenska  Handelsbanken/banking 

8,040 

NA 

55,830 

1,908 

12.42 

-0.45E 

0.18 

0.0 

7.4 

291      Procordia  Group/multi-industry 

6,884 

278 

5,587 

6,002 

23.31 

2.32 

2.09 

2.1 

40.1 

351      SCA-Svenska  Cellulosa/forest  products 

5,519 

58 

6,546 

3.000 

17.45 

0.34 

0.77 

2.6 

29.6 

356  Skanska/constmction 

5,475 

NA 

6,460 

1,652 

13.12 

-3.78E 

0.34 

3.5 

28.6 

413    •  SKF  Group/industrial  comp 

4,576 

-257 

4,644 

1,395 

12.28 

-2.27 

-0.71 

0.0 

46.7 

464      Trelleborg  Group/industrial  comp 

4,051 

-213 

3,653 

562 

7.19 

-2.71 

-0.36 

0.0 

21.8 

SWITZERLAND  P/E17    •    Yield  1 .9%   •    Market  value  $221  billion    •    Year-to-date  price  change  15% 


Germany's  recession  continues  to  be  felt  in  Switzer- 
land, one  of  Germany's  biggest  trading  partners.  The 
first  three  months  of  this  year  marked  the  eighth 
consecutive  quarter  that  Swiss  gross  domestic  product 
declined.  Economists  at  Union  Bank  of  Switzerland  are 
looking  for  a  0.5%  decline  in  GDP  for  all  of  1993, 
followed  by  an  anemic  gain  in  1994.  The  unemploy- 
ment rate  among  Switzerland's  7  million  people  hovers 
around  4.5%. 

The  slowdown  is  helping  to  restore  Switzerland's 
reputation  for  low  inflation.  After  rising  as  high  as  6.2% 
last  year,  consumer  prices  increased  at  a  3.8%  annual 
rate  in  April.  Long-  and  short-term  interest  rates  are 


1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

23 

•  Nestle/food,  household 

38,756 

1,920 

30,543 

29,426 

796.90 

51.87 

57.48 

2.1 

218.0 

41 

«  Asea  Brown  Boveri  Group/elec  &  electron 

29,277 

247 

26,353 

10.7667 

590.27 

29.01 

32.86 

2.2 

213.4 

88 

Zurich  Insurance  Group/insurance 

17,149 

349 

50,763 

6,190 

1,572.64 

96.07E 

107.76 

1.5 

36.4 

99 

•  Ciba-Geigy  Group/chemicals 

15,645 

1,081 

21,016 

13,115 

473.20 

36.83 

41.61 

2.1 

90.6 

113 

Union  Bank  of  Switzerland/banking 

14,589 

953 

183,242 

15,491 

705.22 

41.14 

50.07 

3.1 

27.3 

130 

Swiss  Bank/banking 

12,649 

715 

137,981 

8,485 

260.93 

20.32 

22.78 

4.1 

23.6 

134 

Winterthur  Group/insurance 

12,296 

176 

35,712 

3,709 

2,256.70 

100.98 

160.51 

2.0 

19.6 

140 

Swiss  Re  Group/insurance 

12.1261 

1851 

35.0571 

5,087 

2,214.39 

86.76 

136.32 

1.5 

23.5 

174 

•  Sandoz  Group/personal  care 

10,254 

1,062 

12,370 

16,413 

2,320.17 

145.99 

162.13 

1.4 

53.4 

175 

•  Credit  Suisse  Group/banking 

10,242 

731 

171,259 

9,625 

1,847.67 

129.42 

157.76 

3.1 

18.6 

207 

•  Roche  Group/personal  care 

9,209 

1,364 

18,949 

31,590 

5,557.12 

161.92 

193.02 

0.5 

56.3 

332 

Baloise  Group/insurance 

5,970 

66 

20,31 l1 

1,273 

1,272.92 

67.19 

100.78 

1.6 

10.3 

358 

Holderbank/bldg  materials 

5.465 

186 

8,177 

2,641 

479.55 

33.42 

36.67 

1.8 

35.2 

361 

Richemont/bev  &  tobacco 

5.3921 

3421 

8.7741 

9,718 

930.89 

58.13 

NA 

0.4 

29.0 

394 

Sulzer  Group/machinery  &  eng 

4,836 

119 

5,462 

1,730 

530.32 

37.57 

39.56 

2.1 

31.9 

407 

Alusuisse-Lonza  Holding/metals-nonfer 

4,658 

86 

4,245 

1,612 

344.85 

19.44 

19.96 

2.6 

25.8 

432 

Swissair  Group/airlines 

4,419 

80 

6,227 

986,245 

468.97 

37.57 

28.77 

0.0 

25.8 

All  figures  except  per-share  items  are  In  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1992  EPS  are  converted  at  an  average  rate  of  exchange  for 
the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For 
companies  with  January,  February  or  March  fiscal  year-ends,  1992  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1993.  •  Sponsored 
ADR.  ■  Non-sponsored  ADR.  'Figures  are  latest  available.  2Not  fully  consolidated.  'Combined  market  value  for  Asea  AB  and  Brown  Boveri.  Price,  EPS  and 
yield  are  only  for  Brown  Boveri.    E:  Estimate.    NA:  Not  available. 

Sources:  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 
DataScreen  II;  Forbes. 
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falling,  boosting  the  Swiss  stock  market  to  its  historical 
high.  Yet,  recently  selling  at  a  price-to-earnings  multi- 
ple of  1 7,  the  Swiss  market  is  relatively  cheap  by  global 
standards.  -Scott  DeCarlo 


Forbes  ■  July  19,  1993 


15? 


We  Can  Destroy  BrainTumors 
Same  Way  We  Destroy  Space  Invaders. 


Introducing  the  Video  Tumor  Fighter.  Perhaps  the  most 
jmising  answer  yet  for  patients  with  deep-seated,  often 
operable  brain  tumors.  And  the  latest  flash  in  the  biotech 
plosion  that's  going  on  in  Virginia. 

Although  the  Video  Tumor  Fighter  looks  like  a  video  game, 
;  very  serious  medicine.  A  neurosurgeon  inserts  a  small  pellet 
:o  a  patient's  skull.  Then  with  brain  scans  on  the  screen  and 
/stick  in  hand,  the  surgeon  guides  the  pellet  through  the 
ricate  folds  of  the  brain  to  the  tumor.  There,  the  pellet  is  heated 
th  radiation  and  moved  around  inside  the  tumor,  killing  the 
eased  cells  and  leaving  the  healthy  cells  healthy. 

Still  in  the  experimental  stages,  the  Video  Tumor  Fighter 
s  invented  by  neurosurgeons  and  physicists  at  the  University 
Virginia.  And  is  a  product  of  several  forces  that  have  propelled 
rginia  to  the  biotechnology  front. 

Virginia  is  home  to  three  academic  medical  centers: 
stern  Virginia  Medical  School,  the  Medical  College  of 
rginia  and  the  University  of  Virginia.  Over  $132.7 
llion  in  medical  research  is  conducted  at  these 
titutions  each  year. 

Virginia  is  located  in  the  biotech  corridor  of  the  United 
ites,  which  runs  from  Boston  to  North  Carolina.  Three 
technology  centers  have  been  established  in  Norfolk, 


Charlottesville  and  Richmond.  The  National  Institutes  of  Health, 
the  Food  and  Drug  Administration  and  the  Environmental 
Protection  Agency  -  the  powers  that  be  in  biotechnology  -  are  all 
right  next  door  in  Washington,  DC. 

Not  surprisingly,  Virginia  has  the  highest  concentration 
of  doctoral  scientists  and  Ph.D's  in  the  South  -  a  braintrust 
20,000  strong. 

Virginia  has  something  else  the  constantly  changing  biotech 
industry  needs:  financial  stability.  According  to  Financial  World 
magazine,  Virginia,  under  Governor  L.  Douglas  Wilder,  is  the 
best  fiscally  managed  state  in  the  nation.  Corporate  income 
taxes  have  increased  only  once  in  40  years.  The  state's  bond 
rating  remains  a  constant  AAA. 

Which  makes  Virginia  the  best  place  for  any  kind  of 
operation.  Including  yours. 

For  more  information,  just  clip  the  coupon  or  call.  We'll 
zap  it  right  to  you. 


r 


Name 


Title 


Company 
Address 


City 


State 


Zip. 


1-804-371-8202 


April  Younf;,  Director,  Virginia  Department  of  Economic  Development,  P.O.  Box  798, 

Richmond,  VA  23206-0798.  hwJ 
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UNITED  KINGDOM  P/E21    *   Yield4-2%   *   Market  value  $985  billion   •   Year-to-date  price  change  5% 


Pounds  per  $U.S. 
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Performance  relative  to  EAFE 


The  British  economy  is  finally  improving.  Gross  do- 
mestic product  should  grow  1 .5%  this  year,  says  Simon 
Key,  research  director  at  Framlington  Group,  a  London 
investment  management  firm.  Inflation,  which  peaked 
at  10.9%  in  1990,  is  now  down  to  1.3%.  Interest  rates 
have  fallen  and  may  soon  come  down  further.  The 
pound  is  already  falling,  good  news  for  many  large 
British  firms  that  depend  on  export:  sales. 

So  far  this  year  the  British  stock  market  has  per- 
formed modestly.  Morgan  Stanley's  index  of  U.K. 
stocks  shows  a  5%  price  gain  (in  dollar  terms).  Several  of 
Britain's  largest  firms,  including  B.A.T  Industries, 
Grand  Metropolitan  and  Glaxo  Holdings,  are  lagging 


the  market.  But  a  number  of  small-capitalization  issues 
have  fared  better — another  sign  that  the  economic  tide 
may  be  turning. 

-Gustavo  Lombo 


1992  Company/business 


Revenue 


Net 


Assets 


Market 


Stock 


-EPS- 


Yield  Employees 


Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

12 

•  British  Petroleum/energy 

58,792 

-794 

52,602 

25,994 

4.80 

-0.15 

0.28 

3.6 

105.8 

47 

•  National  Westminster  Bank/banking 

26,841 

339 

216,517 

11,812 

7.25 

0.21 

0.48 

4.9 

95.2 

48 

•  Barclays/banking 

26,822 

-606 

225,465 

10,809 

7.16 

-0.37 

0.22 

4.6 

105.0 

68 

•  British  Telecom/telecomm 

22,401 

2,064 

31,926 

40,727 

6.59 

0.34 

0.55 

4.7 

183.1 

72 

*  Imperial  Chemical  Inds/c hemicals 

21,294 

614 

18,328 

13,911 

19.44 

0.86 

0.98 

5.7 

117.5 

74 

•  HSBC  Group/banking 

20,524 

2,156 

257,794 

22,396 

9.84 

1.09 

0.95 

3.8 

99.1 

77 

•  Prudential/insurance 

19,885 

498 

79,464 

9,338 

5.06 

0.26 

0.30 

4.8 

28.0 

81 

•  British  Gas/utilities 

18,104 

1,202 

26,129 

19,659 

4.54 

0.28 

0.36 

6.3 

83.7 

82 

■  B.  A.  T  Industries/bev  &  tobacco 

18,016 

1,534 

49,427 

19,802 

6.71 

0.52 

0.59 

5.6 

92.8 

85 

British  Aerospace/aero  &  defense 

17,615 

-281 

16,453 

1,996 

5.29 

-0.74 

0.36 

2.7 

108.5 

93 

■  J  Sainsbury/retailing 

16,387 

853 

7,606 

13,408 

7.56 

0.48 

0.50 

2.6 

72.9 

100 

•  BTR/multi-industry 

15,609 

1,195 

13,662 

18,687 

9.39 

0.61 

0.61 

3.9 

135.1 

109 

Lloyds  Bank  Group/banking 

14,831 

779 

92,231 

10,494 

8.34 

0.62 

0.67 

4.5 

63.7 

128 

•  Tesco/retailing 

12,994 

716 

6,458 

6,782 

3.47 

0.37 

0.36 

4.1 

86.1 

149 

•  Hanson/multi-industry 

11,770 

1,976 

36,618 

17,209 

3.57 

0.41 

0.27 

6.4 

75.0 

154 

•  Grand  Metropolitan/multi-industry 

11,596 

1,132 

16,691 

12,854 

6.13 

0.56 

0.50 

4.0 

96.6 

182 

•  Marks  &  Spencer/retailing 

10,069 

838 

7.4701 

14,462 

5.20 

0.30 

0.30 

3.1 

44.4 

183 

Commercial  Union  Pic/insurance 

10,053 

32 

33,944 

4,952 

8.88 

0.07 

0.36 

5.5 

22.6 

184 

■  General  Electric/elec  &  electron 

10.0161 

8711 

9.8961 

13,433 

4.96 

0.34E 

0.33 

4.0 

105.0 

189 

•  Peninsular  &  Oriental/shipping 

9,760 

325 

9,222 

5,203 

9.28 

0.58 

0.55 

6.6 

70.6 

194 

Royal  Insurance  Holdings/insurance 

9,530 

-147 

28,509 

2,413 

4.42 

-0.30 

0.23 

2.0 

23.0 

197 

General  Accident/insurance 

9,516 

-55 

20,194 

3,944 

8.70 

-0.12 

0.39 

6.1 

13.22 

200 

•  British  Airways/airlines 

9,424 

301 

9,552 

4,514 

4.84 

0.39 

0.45 

4.5 

49.0 

206 

•  SmithKline  Beecham/personal  care 

9,214 

1,285 

7,710 

19,011 

7.50 

0.48 

0.48 

2.6 

53.5 

212 

Inchcape/trading 

8,891 

274 

4,232 

4,680 

9.11 

0.55 

0.56 

3.0 

38.6 

214 

Argyll  Group/retailing 

8,798 

513 

4.7981 

6,016 

5.36 

0.46 

0.47 

4.1 

43.0 

227 

Sun  Alliance  Group/insurance 

8,290 

-228 

27,393 

4,137 

5.05 

-0.28 

0.17 

5.5 

18.22 

228 

•  RTZ/metals-nonfer 

8,144 

558 

9,178 

10,774 

10.43 

0.56 

0.61 

3.7 

42.9 

237 

•  British  Steel/metals-steel 

7,976' 

-591 

10,613' 

3,001 

1.50 

-0.14E 

-0.03 

2.1 

52.0 

242 

ASDA  Group/retailing 

7,859 

-597 

4,547 

3,148 

1.09 

'  0.07E 

0.06 

2.6 

42.7 

All  figures  except  per-share  items  are  in  miliionsof  U.S.  dollars.  General  note:  Revenue,  net  income  and  1992  EPS  are  converted  at  an  average  rate  of  exchange  for 
the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For 
companies  with  January,  February  or  March  fiscal  year-ends,  1992  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1993.  •  Sponsored 
ADR.    ■  Non-sponsored  ADR.    'Figures  are  latest  available.    2Not  fully  consolidated    E:  Estimate.    NA:  Not  available. 

Sources:  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 
DataScreen  II;  Forbes. 
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Change  Your  Curve  by 
Shaking  Hands  with  Ssangyong 


Based  on  its  total  reliability  since  its  founding  in 
1939,  Ssangyong  has  grown  into  a  global  enterprise 
with  total  annual  sales  of  USS  14.2  billion  in  1992. 
And  Ssangyong's  curve  continues  to  soar  impres- 
sively. 

This  is  reflected  in  its  outstanding  results,  includ- 
ing trade  relations  with  over  120  nations,  a  domes- 
tic leader  in  international  brokerage  commissions, 
and  the  completion  of  over  7,000  deluxe  hotel  guest 
rooms  around  the  world. 


Furthermore,  our  partners,  Mercedes-Benz  of 
Germany  in  a  capital  and  technical  cooperation 
project  and  Saudi  Aramco  of  Saudi  Arabia  in  a  capi- 
tal venture,  can  tell  you  about  how  we  are  doing. 

Once  you  meet  Ssangyong,  your  future  will  also 
dramatically  improve. 

Once  a  Ssangyong  partner,  always  a  Ssangyong 
partner. 

Shake  hands  with  us,  and  watch  your 
curve,  too,  begin  to  soar. 


^5  Ssangyong 


International  Trade,  Engineering  &  Construction,  Automobiles,  Cement,  Oil  Refining.  Investment  &  Securities.  Heavy  Industries  &  Machinery,  Paper,  Insurance.  Shipping,  Computers 
•  C  P0  Box  409,  Seoul.  Korea  •  Phone  (822)  270-8155-8,  270-8130  •  Fax  (822)  273-0981,  274-2896.  270-8791  •  Telex:  TWINDRA  K23258,  K24630,  K24270 
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1992 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil). 

($mil) 

($) 

($) 

($) 

248 

•  Allied-Lyons/bev  &  tobacco 

7,795 

446 

8,785 

7,221 

8.17 

0.51 

0.73 

5.1 

71.7 

253 

•  Hillsdown  Holdings/food,  household 

7,715 

162 

4.3051 

1,593 

2.33 

0.24 

0.22 

7.5 

44.2 

265 

•  National  Power/utilities 

7,357 

711 

7.3521 

7,011 

5.50 

0.56 

0.56 

3.8 

7.4 

266 

■  Ladbroke  Group/leisure 

7,355 

2 

7,008 

3,025 

2.78 

0.19 

0.16 

8.0 

52.9 

270 

•  Glaxo  Holdings/personal  care 

7,206 

1.817 

10,784 

28,805 

9.52 

0.60 

0.63 

3.8 

37.1 

272 

■  Associated  British  Foods/food,  household 

7,174 

301 

4,910 

3,292 

7.33 

0.67 

0.70 

3.8 

51.7 

276 

Legal  &  General  Group/insurance 

7,137 

159 

34,262 

3,396 

7.38 

0.34 

0.36 

5.5 

8.12 

281 

•  Trafalgar  House/multi-industry 

7,058 

-154 

4,911 

1,726 

1.63 

-0.28 

-0.05 

3.5 

39.7 

283 

Dalgety/food,  household 

7,006 

144 

1,750 

1,528 

6.70 

0.64 

0.63 

6.0 

16.1 

284 

•  Saatchi  &  Saatchi/services 

6.986 

-1,082 

1,441 

582 

2.65 

-6.41 

0.06 

0.0 

12.5 

288 

•  Thorn  Emi/appliances 

6,942 

303 

5,315' 

5,558 

13.66 

0.77 

0.92 

4.7 

48.4 

293 

■  Boots/retailing 

6,700 

472 

4,203 

6,872 

6.84 

0.46 

0.48 

4.1 

80.8 

296 

Guardian  Royal  Exchange/insurance 

6,677 

-5 

19,423 

2,505 

2.69 

0.01 

0.14 

4.9 

14.1 

307 

•  Bass/bev  &  tobacco 

6,552 

621 

10,748 

6,200 

7.14 

0.72 

0.69 

5.5 

84.1 

313 

•  Royal  Bk  of  Scotland/banking 

6,414 

20 

61,503 

3,236 

4.47 

002 

0.17 

4.4 

24.1 

316 

•  Rolls-Royce/aero  &  defense 

6,289 

113 

4,616 

2,187 

2.26 

0.12 

0.11 

4.5 

55.0 

319 

•  Kingfisher/retailing 

6,180 

258 

3,350 

5,139 

9.02 

0.51 

0.56 

3.0 

37.5 

329 

BICC  Group/industrial  comp 

5,982 

35 

3,792 

2,230 

5.98 

0.36 

0.33 

6.4 

40.1 

331 

•  Tate  &  Lyle  Group/food,  household 

5,976 

185 

4,006 

2,082 

5.86 

0.53 

0.53 

4.3 

17.0 

333 

•  Cadbury  Schweppes/food,  household 

5.953 

346 

4,480 

5,114 

6.89 

0.47 

0.48 

3.8 

36.6 

336 

•  Booker/multi-industry 

5,915 

115 

1,703 

1,233 

5.80 

0.54 

0.50 

7.5 

21.9 

348 

•  Guinness/bev  &  tobacco 

5,613 

925 

12,457 

14,554 

7.27 

0.50 

0.53 

3.2 

24.5 

350 

RMC  Group/bldg  materials 

5,544 

108 

3,373 

2,241 

11.48 

0.55 

053 

3.5 

26.3 

352 

•  Cable  and  Wireless/telecomm 

5.5161 

5621 

8,496' 

12,525 

11.45 

0.64E 

0.67 

2.5 

38.8 

360 

•  Powereen/utilities 

5,394 

482 

4,834 

4,440 

5.66 

0.62 

0.61 

3.9 

5.7 

368 

■  Lonrho  Group/multi-industry 

5,303 

15 

6,033 

1,578 

1.83 

0.02 

0.05 

4.4 

106.2 

373 

•  Tarmac/bldg  materials 

5,182 

-484 

4,068 

1,500 

2.05 

-0.66 

0.03 

5.4 

28.6 

386 

■  BOC  Group/chemicals 

4,955 

165 

6,059 

4,852 

10.27 

0.35 

0.77 

4.6 

37.5 

389 

•  United  Biscuits/tood,  household 

4,944 

196 

2,942 

3,256 

6.23 

0.40 

0.42 

4.9 

38.7 

401 

Forte/leisure 

4,739 

200 

8,623' 

2,482 

3.03 

0.25 

0.13 

4.9 

89.5 

404 

Standard  Chartered  Group/banking 

4,692 

-76 

41,308 

2,746 

11.43 

-0.32 

1.47 

3.5 

30.0 

408 

Arjo  Wiggins  Appleton/forest  products 

4,629 

166 

3,577 

2,254 

2.78 

0.20 

0.16 

4.7 

18.9 

420 

Pilkington/misc  materials 

4.5291 

171 

4,929' 

1,633 

2.08 

-0.02E 

0.05 

6.0 

53.8 

421 

■  Great  Universal  Stores/retailing 

4.5051 

536' 

6,840' 

6,343 

25.67 

2.13E 

2.11 

3.3 

29.7 

428 

■  GKN/machinery  &  eng 

4,460 

85 

2,587 

1,869 

7.14 

0.33 

0.36 

5.8 

31.4 

439 

•  Reed  Elsevier/media 

4,345 

510 

5,815 

10,323s 

10.04 

0.54 

0.55 

3.4 

25.0 

454 

Kwik  Save  Group/retailing 

4,182 

133 

1,102 

1,856 

12.06 

0.87 

0.88 

2.8 

13.2 

459 

•  Burmah  Castrol/energy 

4,158 

150 

2,948 

2,076 

10.99 

0.82 

0.83 

4.6 

22.5 

465 

•  BET/multi-industry 

4.0431 

-121 

2,431' 

1,591 

1.70 

0.05E 

0.09 

5.2 

104.0 

470 

Lucas  Industries/industrial  comp 

4,015 

-16 

3,946 

1,457 

2.06 

-0.02 

0.08 

7.0 

51.4 

472 

■  Whitbread/bev  &  tobacco 

3,975 

183 

6,612' 

3,345 

7.45 

0.41 

0.59 

4.7 

67.9 

489 

•  Rank  Organisation/leisure 

3,792 

38 

4,804 

3,452 

11.06 

0.12 

0.70 

5.6 

45.0 

499 

AM  EC/construction 

3,745 

-157 

1,606 

272 

1.34 

-0.78 

0.11 

4.5 

27.2 

All  figures  except  per  share  items  are  in  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1992  EPS  are  converted  at  an  average  rate  of  exchange  for 
the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For 
companies  with  January,  February  or  March  fiscal  year-ends,  1992  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1993.  •  Sponsored 
ADR.  ■  Non-sponsored  ADR.  'Figures  are  latest  available.  2Not  fully  consolidated.  "Combined  market  value  for  Reed  Pic.  and  Elsevier  NV.  Price,  EPS  and 
yield  are  only  for  Reed  Pic.    E:  Estimate.    NA:  Not  available. 

Sources:  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 
DataScreen  II;  Forbes. 


158  Forbes  ■  July  19,  1993 


TEMPLETON  WORLDWIDE 


Templeton's  Area  of  Investing  Expertise 


Templeton  Worldwide  has  long  been  recognized 
as  a  leader  in  international  equity  mutual  funds. 
For  more  than  half  a  century,  the  Templeton  orga- 
nization has  offered  investors  financial  opportuni- 
ties worldwide. 

The  world  is  changing.  Today,  the  U.S.  represents 
only  one-third  of  the  world's  total  stock  market 
capitalization.1  And,  when  you  consider  that  the 
U.S.  stock  market  ranked  only  14th  among  20 
worldwide  equity  markets  over  the  past  10  years, 
it's  clear  there  are  opportunities  overseas.2  That's 
why  many  investors  look  to  Templeton. 


'Source:  Emerging  Stock  Markets  Factbook,  1992,  International 
Fi  nance  Corp.  "Source:  Morgan  Stanley  Capital  International. 
Rankings  are  for  the  10-year  period  ended  12/31/92  and  are  based 
on  return  in  U.S.  dollars.  'Lipper  Analytical  Services,  Inc.  ranked 
the  Templeton  Growth  Fund  #1  out  of  147  long-term  taxable 
funds  for  the  30- year  period,  and  #19  out  of  47  global  funds  for 
the  1-year  period,  ended  3/31/93.  4Lipper  Analytical  Services,  Inc. 
ranked  the  Templeton  Foreign  Fund  #1  out  of  1 1  funds  for  the  10- 
year  period,  and  #4 1  out  of  88  funds  for  the  1  -year  period  ended 
3/31/93.  Lipper  rankings  do  not  include  sales  charges  and  may 
have  been  different  if  such  charges  had  been  considered.  There  are 
special  risk  considerations  associated  with  foreign  investing,  ^ast 
performance  cannot  guarantee  future  results. 


Templeton  Growth  Fund  ranks  as  the  #1  mutual 
fund  for  the  past  30  years.3  Templeton  Foreign  Fund 
ranks  as  the  #1  international  fund  for  the  past  10 
years.4  One  thing  is  certain.  Templeton's  expert 
portfolio  management  team  has  a  clear  goal  for  its 
funds:  superior,  long-term  performance. 

Call  your  investment  advisor  or  Templeton  today. 

1-800-342-FUND  Ext.  9265 


Franklin/Templeton  Distributors,  Inc.  FOB9: 

9265 

P.O.  Box  33030,  St.  Petersburg,  FL  33733 

Yes!  I  would  like  a  free  prospectus  containing  more  complete 
information,  including  charges  and  expenses  on  the  Templeton 
fund(s)  I  have  checked  below.  I  will  read  the  prospectus(es) 
carefully  before  I  invest  or  send  money. 

 Templeton  Growth  Fund   Templeton  Foreign  Fund 


Name   

Address  

City/State/Zip 


Member  $97  Billion  Franklin/Templeton  Group 


The  rest 
of 

the  world 

To  make  the  Forbes  International  500,  a  company  must 
be  non-U.S. -based,  publicly  traded,  and  have  revenues  of 
at  least  $3.7  billion  in  its  latest  fiscal  year.  The  current 
roster  of  the  International  500  excludes  companies  such  as 
Petroleos  de  Venezuela,  with  $21.7  billion  in  revenues, 
or  Pemex,  the  Mexican  energy  giant  with  $15.3  billion  in 
sales,  because  both  firms  are  state-owned.  But  given  the 
worldwide  trend  of  privatization,  don't  be  surprised  to  see 
such  companies  listed  among  our  International  500  at 
some  point  in  the  future. 

The  largest  public  companies  in  countries  such  as 
Mexico  and  Brazil — which  currently  have  a  few  hundred 
stockholder-owned  firms — are  listed  on  these  two 
pages.  At  present,  there  are  only  two  Mexican  companies 
on  our  tables.  But  in  the  years  ahead,  rapidly  growing 
nations  such  as  Mexico,  India,  Brazil  and  Taiwan  are  likely 
to  make  a  bigger  contribution  to  our  list  of  the  world's 
largest  companies. 


1992  Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

Austria 

255  OMV/energy 

7.7011 

1211 

6,080' 

1,389 

57.89 

-0.62E 

1.46 

2.3 

13.2 

382  Creditanstalt/banking 

5,056 

23 

56.480 

2,116 

49.64 

3.28 

3.39 

1.1 

11.5 

435    •  Z-Landerbank  Bank  Austria/banking 

4,372 

115 

48,955 

4,653 

88.71 

1.93E 

2.18 

1.0 

9.6 

Denmark 

440      Unidanmark  Group/banking 

4,339 

-772 

35,406 

1,300 

29.46 

-16.67 

^5.03 

0.0 

12.6 

Finland 

334      Kesko  Group/trading 

5,947 

74 

2,861 

671 

7.44 

0.82 

0.56 

3.3 

68 

369  Repcla'multi-industry 

5,302 

-210 

7,069 

2,160 

13.76 

-1.40 

0.22 

0.9 

28.9 

463    •  Nokia  multi-industry 

4,056 

-92 

4,115 

1,890 

30.57 

-1.47 

0.26 

1.2 

26.7 

491      Unitas  Group/banking 

3,787 

-596 

28.427 

700 

2.05 

-1.86 

-1.16 

0.0 

8.7 

Norway 

203    •  Norsk  Hydro/energy 

9,343 

27 

11,151 

5,522 

26.88 

0.13 

1.15 

1.7 

34.0 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1992  EPS  are  converted  at  an  average  rate  of  exchange  for 
the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For 
companies  with  January.  February  or  March  fiscal  year-ends,  1992  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1993.  •  Sponsored 
ADR.    ■  Non-sponsored  ADR.    'Figures  are  latest  available.    2Not  fully  consolidated.    E:  Estimate.    NA:  Not  available. 

Sources.-  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 

DataSca-^n  II;  Forbes. 
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LATIN  AMERICA 


1992  Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

Brazil 

108      Banespa  Group/banking 

15,006 

429 

19,966 

169 

0.01 

0.01 

0.01 

4.9 

37.1 

111  Petrobras/energy 

14,760 

5 

19,957 

3,318 

2.34 

0.00 

0.62 

0.7 

56.2 

273      Banco  Bradesco  Group/banking 

7,167 

289 

12,772 

1,509 

0.02 

0.00 

0.00 

1.3 

80.6 

367      Banco  do  Brasil/banking 

5,305 

447 

65,693 

874 

0.01 

0.01 

0.07 

4.2 

120.2 

Mexico 

260    •  Grupo  Financiero  Bancomer/banking 

7,502 

586 

33,156 

6,280 

1.09 

0.13 

0.17 

2.1 

39.1 

294    •  Telefonos  de  Mexico/telecomm 

6,690 

2,577 

13,977 

25,594 

2.41 

0.24 

0.29 

0.0 

63.0 

FAR  EAST  &  ASIA 


1992  Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

Hong  Kong 

240    •  Jardine  Matheson/multi-industry 

7,899 

317 

7,973 

5,436 

7.70 

0.35 

0.61 

2.4 

36.5 

384    ■  Swire  Pacific/rnulti  industry 

5,027 

571 

12,426 

8,376 

5.28 

0.36 

0.39 

2.5 

30.6 

402    •  Dairy  Farm  International/retailing 

4,738 

178 

1,856 

2,643 

1.59 

0.11 

0.12 

3.4 

38.0 

New  Zealand 

349    •  Fletcher  Challenge/forest  products 

5,557 

-88 

11,442 

2,138 

1.48 

-0.06 

0.06 

5.1 

31.0 

India 

488      Steel  Authority  of  India/metals-steel 

3.8171 

1491 

6.5361 

NA 

NA 

3.48 

NA 

0.0 

204.9 

1^ :  ^  ^  !'t 

1992  Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

-EPS  

Yield 

Employees 

Rank 

($mil) 

income 

($mii) 

value 

price 

1992 

1993E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

South  Africa 

143    ■  Barlow  Rand  Group/multi-industry 

11,958 

302 

7,759 

2,841 

14.47 

1.56 

1.33 

3.8 

145.9 

301    "So  African  Breweries/bev  &  tobacco 

6,648 

277 

4.1171 

5,146 

18.87 

1.04 

1.13 

2.3 

104.2 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  General  note:  Revenue,  net  income  and  1992  EPS  are  converted  at  an  average  rate  of  exchange  for 
the  fiscal  year;  assets  are  converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For 
companies  with  January,  February  or  March  fiscal  year-ends,  1992  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1993.  •Sponsored 
ADR.    ■  Non-sponsored  ADR.    'Figures  are  latest  available.    2Not  fully  consolidated.    E:  Estimate.    NA:  Not  available. 

Sources:  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 
DataScreen  II;  Forbes. 
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IVIOUS 

to  the  e  x  p  1  o  d  i  ng 
SUPERNOVAS  aoove,  an 
AST  engineer  5 its 


to  her  PC. 


Understand  it's  not  that  our  people  suffer  from  a  lack  of  free  time.  It's  just  that  they  would  rather 
spend  their  free  time  perfecting  PCs.  Obsessive?  Perhaps.  But  it's  from  this  commitment  that  our 
latest  high-performance  desktop  system  was  born.  Premmia™  systems  feature  AST's  local  bus  video 
design,  while  models  with  Intel  Pentium™  processors  move  data  via  a  64-bit 
superhighway.  Add  AST's  new  Local  Motion™  video  drivers  for  full-screen,  full- 


SBm     motion  video  and  you've  got  the  kind  of  performance  that's  ideal  for  todays  ■ 


*f*f        and  future  —  Windows,  graphics,  and  multimedia  applications. 

The  Premmia  system  is  just  one  of  the  reasons  that  businesses  in  over  100  countries  look  to  us  for  PC- 
based  solutions.  And  with  results  like  that,  we  honestly  don't  mind  missing  a  streaking  comet  or  two. 


COITIPUTER 

The  Product  Of  Our  Obsession. 


©  1993  AST  Research,  Inc.  All  rights  reserved.  AST,  AST  logo  are  rrgisrerear trademarks,  and  Premmia  and  LocalMotion  are 


P  R  E  M  M  I  A 


POWER 

Intel  Pentium,  486DX2/66, 
486DX2/50,  486DX/33,  or  486SX/33 

processor.  Internal  cache.  Up  to 
512KB  second-level  cache  available. 


VIDEO 

AST  local  bus  video,  with  optional 

2MB  supporting  64-bit  video 
performance.  AST  LocalMotion  for 
full-screen  video  playback. 


UPGRADABLE 

Intel  OverDrive"  Ready. 
Five  EISA  slots.  Five  drive  bays. 
Up  to  128MB  memory. 


SECURE 

Multiple  password  levels,  port 
locking,  asset  management,  and 
patent-pending  Walk-n-Lock  — 
which  invokes  password  protection 
after  a  period  of  inactivity. 


RESPONSIVE 

To  learn  more  about  our  Premmia 
desktop,  call  800-876-4AST. 


VISION 

Parks  Astronomical  Telescope 
with  an  equatorial  mount  and  80mm 
refractor.  Optional,  of  course. 


Pentium 

■PROCESSOR 


de  logo  is  a  registered  trademark  and  Pentium  and  OverDrive  are  trademarks  -of  Intel  Corporation  Alt  other  trademarks  are  the  property  of  their  respective  owners 


Company/country 

Rank 

Page 

ABN-Amro  Holding/Netherlands 

286 

150 

Accor/France 

341 

136 

Aegon  Insurance  Group/Netherlands 

218 

150 

AGF-Assur  Generales  de  France/France 

129 

134 

AGIV/Germany 

326 

'  140 

Ahold/Netherlands 

135 

150 

Aisin  Seiki  Co/Japan 

328 

148 

Ajinomoto  Co/Japan 

354 

148 

Akzo  Group/Netherlands 

193 

150 

Alcan  Aluminium/Canada 

257 

133 

Alcatel  Alsthom/France 

35 

134 

Alitalia  Group/Italy 

353 

142 

All  Nippon  Airways/Japan 

306 

146 

Allianz  AG  Holding/Germany 

31 

136 

Allied-Lyons/UK 

248 

158 

Alusuisse-Lonza  Holding/Switzerland 

407 

153 

AM  EC/UK 

499 

158 

Arbed/Belgium 

337 

133 

Argentaria  Group/Spain 

177 

152 

Argyll  Group/UK 

214 

156 

Arjo  Wiggins  Appleton/UK 

408 

158 

Asahi  Bank/Japan 

137 

144 

Asahi  Breweries/Japan 

411 

148 

Asahi  Chemical  Industry/Japan 

187 

146 

Asahi  Glass  Co/Japan 

170 

144 

ASDA  Group/UK 

242 

156 

Asea  Brown  Boveri  Group/Switzerland 

41 

153 

ASKO  Group/Germany 

139 

140 

Associated  British  Foods/UK 

272 

158 

Australia  &  New  Zealand  Banking/Australia 

254 

132 

AXA  Group/France 

65 

134 

B.A.T  Industries/UK 

82 

156 

Baloise  Group/Switzerland 

332 

153 

Banca  Commerciale  Italiana/ltaly 

144 

142 

Banco  Bilbao  Vizcaya/Spain 

157 

152 

Banco  Bradesco  Group/Brazil 

273 

161 

Banco  Central  Hispanoamericano/Spam 

160 

152 

Banco  di  Napoli/ltaly 

285 

142 

Banco  di  Roma/Italy 

346 

142 

Banco  do  Brasil/Brazil 

367 

161 

Banco  Santander  Group/Spain 

264 

152 

Banespa  Group/Brazil 

108 

161 

Banesto/Spain 

220 

152 

Bank  Bruxelles  Lambert/Belgium 

252 

133 

Bank  of  Montreal/Canada 

261 

133 

Bank  of  Nova  Scotia/Canada 

279 

133 

Bank  of  Tokyo/Japan 

90 

144 

Bank  of  Yokohama/Japan 

347 

148 

Banque  Nationale  de  Paris/France 

33 

134 

Barclavs/UK 

48 

156 

Barlow  Rand  Group/South  Africa 

143 

161 

BASF  Group/Germany 

42 

136 

Bass/UK 

307 

158 

Bayer  Group  Worldwide/Germany 

50 

136 

Baverische  Hypotheken/Germany 

156 

140 

Bayerische  Vereinsbank/Germany 

126 

140 

BayWa/Germany 

467 

140 

BCE  Inc/Canada 

87 

133 

BET/UK 

465 

158 

RirC  rrnnn/llk 

di^u  uroup/ur\ 

329 

158 

BMW-Bayerische  Motoreti  Werke/Germany 

75 

136 

BOC  Group/UK 

386 

158 

Booker/UK 

336 

158 

Company/country 

Rank 

Page 

Boots  Co/UK  - 

293 

158 

Bouygues/France 

147 

134 

Bridgestone  Corp/Japan 

118 

144 

British  Aerospace/UK 

85 

156 

British  Airways/UK 

200 

156 

British  Gas/UK 

81 

156 

British  Petroleum  Co/UK 

12 

156 

British  Steel/UK 

237 

156 

British  Telecommunications/UK 

68 

156 

Broken  Hill  Proprietary/Australia 

158 

132 

BSN-Groupe/Franc6 

123 

134 

BTR/UK 

100 

156 

Groupe  Bull/France 

343 

136 

Burmah  Castrol/UK 

459 

158 

Cable  and  Wireless/UK 

352 

158 

Cadbury  Schweppes/UK 

333 

158 

Canadian  Imperial  Bank  of  Commerce/Canada 

191 

133 

Canadian  Pacific/Canada 

263 

133 

Canon/Japan 

107 

144 

Ca  rna  ud  Meta  1  box/Fra  nee 

405 

136 

Carrefour/France 

69 

134 

Casino  Groupe/France 

151 

134 

Cepsa-Cia  Espanola  de  Petroleos/Spain 

378 

152 

Chori  Co/Japan 

344 

148 

Chubu  Electric  Power/Japan 

98 

144 

Chugoku  Electric  Power/Japan 

244 

146 

Ciba-Geigy  Group/Switzerland 

99 

153 

Cockerill  Sambre/Belgium 

372 

133 

Coles  Myer/Australia 

150 

132 

Commercial  Union/UK 

183 

156 

Com  merz  bank/Germany 

122 

140 

Commonwealth  Bank  Group/Australia 

267 

132 

Comptoirs  Modernes/France 

444 

136 

Continental  Group/Germany 

318 

140 

Cosmo  Oil  Co/Japan 

124 

144 

CRA/Australia 

483 

132 

Credit  Commercial  de  France/France 

166 

134 

Credit  Foncier  de  France/France 

262 

134 

Credit  Lyonnais  Group/France 

36 

134 

Credit  Suisse  Group/Switzerland 

175 

153 

Creditanstalt-Bankverein/Austna 

382 

160 

Credito  Italiano  SpA/ltaly 

190 

142 

Daewoo/Korea 

168 

149 

Dai  Nippon  Printing/Japan 

204 

146 

Dai-lchi  Kangyo  Bank/Japan 

55 

144 

Daiei  Inc/Japan 

76 

144 

Daihatsu  Motor  Co/Japan 

282 

146 

Daikyo/Japan 

393 

148 

Daimaru/Japan 

308 

146 

Daimler-Benz  Group/Germany 

9 

136 

Dainippon  Ink  &  Chemicals/Japan 

146 

Dairy  Farm  International  Holdings/Hong  Kong 

402 

140 

Daiwa  Bank/Japan 

226 

145 

Daiwa  House  Industry/Japan 

299 

146 

Daiwa  Securities  Co/Japan 

500 

149 

Dal?etv/IIK 

283 

158 

Degussa  AG/Germany 

229 

140 

Delhaize  "Le  Lion"  Group/Belgium 

179 

132 

Deutsche  Babcock  Group/Germany 

395 

140 

Deutsche  Bank  Group/Germany 

39 

136 

Deutsche  Lufthansa/Germany 

161 

140 

Docks  de  France/France 

324 

136 

Dresdner  Bank/Germany 

84 

136 

164 
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Company/country 

Rank 

Page 

DSM/Netherlands 

381 

150 

Eiffage/France 

275 

134 

Electrolux  Group/Sweden 

119 

152 

Elf  Aquitaine  Group/France 

24 

134 

Endesa/Spain 

292 

152 

LM  Ericsson  Telefonaktiebolaget/Sweden 

231 

152 

Esso/France 

317 

134 

Fasa-Renault/Spam 

375 

152 

Ferruzzi/Montedison  Group/Italy 

95 

140 

Fiat  Group/Italy 

19 

140 

Finmeccanica/ltaly 

216 

142 

Fletcher  Challenge/New  Zealand 

349 

161 

Forte/UK 

401 

158 

Fortis  Group/Netherlands 

165 

150 

Foster's  Brewing  Group/Australia 

390 

132 

Fuji  Bank/Japan 

58 

144 

Fuji  Electric  Co/Japan 

269 

146 

Fuji  Heavy  Industries/Japan 

247 

146 

Fuji  Photo  Film/Japan 

210 

146 

Fujita  Corp/Japan 

314 

146 

Fujitsu/Japan 

45 

144 

Furukawa  Electric/Japan 

340 

148 

Galeries  Lafayette/France 

335 

136 

GAN-Groupe  des  Assur  Nationales/France 

57 

134 

General  Accident/UK 

197 

156 

General  Electric  Co/UK 

184 

156 

General  Sekiyu  Group/Japan 

476 

149 

Generale  Bank  Group/Belgium 

162 

132 

Generale  des  Eaux  Groupe/France 

46 

134 

Generali  Group/Italy 

96 

140 

George  Weston/Canada 

192 

133 

GIB  Group/Belgium 

280 

133 

GKN/UK 

428 

158 

Glaxo  Holdings/UK 

270 

158 

Goldstar  Co/Korea 

392 

150 

Grand  Metropolitan/UK 

154 

156 

Great  Universal  Stores/UK 

421 

158 

Great-West  Lifeco/Canada 

431 

133 

Grupo  Financiero  Bancomer/Mexico 

260 

161 

Guardian  Royal  Exchange/UK 

296 

158 

Guinness/UK 

348 

158 

Hanson/UK 

149 

156 

Hanwa  Company/Japan 

363 

148 

Haseko  Corp/Japan 

448 

149 

Groupe  Havas/France 

366 

136 

Hazama  Corp/Japan 

357 

148 

Heineken/Netherlands 

430 

150 

Henkel  Group/Germany 

209 

140 

Hillsdown  Holdings/UK 

253 

158 

Hino  Motors/Japan 

398 

148 

Hitachi/Japan 

10 

142 

Hoechst  Group/Germany 

37 

136 

Hokkaido  Electric  Power/Japan 

493 

149 

Hokkaido  Takushoku  Bank/Japan 

429 

148 

Hokuriku  Bank/Japan 

418 

148 

Holderbank  Financiere  Glaris/Switzerland 

358 

153 

Philipp  Holzmann/Germany 

303 

140 

Honda  Motor  Co/Japan 

30 

142 

Hoogovens  Groep/Netherlands 

434 

150 

HSBC  Group/UK 

74 

156 

Hudson's  Bay  Co/Canada 

447 

133 

Hyundai  Corp/Korea 

112 

149 

Hyundai  Engineering  &  Construction/Korea 

268 

150 

Company/country 

Rank 

Page 

Hyundai  Motor  Co/Korea 
Hyundai  Motor  Service/Korea 
Iberdrola  I/Spain 
Imasco/Canada 

Imperial  Chemical  Industries/UK 

223 
452 
258 
304 

72 

150 
150 
152 
133 
156 

Imperial  Oil/Canada 
Inchcape/UK 

Industrial  Bank  of  Japan/Japan 
Internationale  Nederlanden  Group/Netherlands 
Isetan  Co/Japan 

305 
212 
63 
44 
425 

133 
156 
144 
150 
148 

Ishikawajima-Harima  Heavy  Inds/Japan 

225 

146 

Isuzu  Motors/Japan 

132 

144 

Ito-Yokado  Co/Japan 

59 

144 

Itochu  Corp/Japan 

1 

142 

Iwatani  International  Corp/Japan 

446 

149 

Japan  Air  Lines/Japan 

171 

144 

Jardine  Matheson  Holdings/Hong  Kong 

240 

140 

David  Jones/Australia 

219 

132 

Jusco  Co/Japan 

138 

144 

Kajima  Corp/Japan 

92 

144 

Kandenko  Co/Japan 

479 

149 

Kanebo/Japan 

370 

148 

Kanematsu  Corp/Japan 

20 

142 

Kansai  Electric  Power/Japan 

78 

144 

Kao  Corp/Japan 

321 

146 

Karstadt  Group/Germany 

145 

140 

Kaufhof /Germ  any 

159 

140 

Kawasaki  Heavy  Industries/Japan 

217 

146 

Kawasaki  Kisen  Kaisha/Japan 

486 

149 

Kawasaki  Steel  Corp/Japan 

172 

144 

Kawasho  Corp/Japan 

127 

144 

Kesko  Group/Finland 

334 

160 

Kia  Motors/Korea 

451 

150 

Kingfisher/UK 

319 

158 

Kinki  Nippon  Railway/Japan 

299 

146 

Kirin  Brewery  Co/Japan 

290 

146 

KLM  Royal  Dutch  Airlines/Netherlands 

455 

150 

Klockner-Werke  Group/Germany 

424 

140 

KNP-BT/Netherlands 

295 

150 

Kobe  Steel/Japan 

167 

144 

Komatsu/Japan 

287 

146 

Konica  Corp/Japan 

468 

149 

Korea  Electric  Power  Corp/Korea 

221 

150 

Kredietbank/Belgium 

289 

133 

Krupp  Hoesch  Group/Germany 

110 

140 

Kubota  Corp/Japan 

259 

146 

Kumagai  Gumi  Co/Japan 

195 

146 

Kwik  Save  Group/UK 

454 

158 

Kyushu  Electric  Power/Japan 

181 

144 

L'Air  Liquide  Group/France 

345 

136 

L'Oreal  Group/France 
Ladbroke  Group/UK 
Lafarge  Coppee/France 
Legal  &  General  Group/UK 
Linde/Germany 

278 
266 
342 
276 
397 

134 
158 
136 
158 
140 

Lloyds  Bank  Group/UK 

Long-Term  Credit  Bank  of  Japan/Japan 

Lonrho  Group/UK 

Lucas  Industries/UK 

Lucky  Goldstar  International/Korea 

109 
80 
368 
470 
387 

156 
144 
158 
158 
150 

LVMH  Group/France 

Lyonnaise  des  Eaux-Dumez  Group/France 
MAN  Group/Germany 

461 
89 
152 

136 
134 
140 
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Company/country 

Rank 

Page 

Maeda  Corp/Japan 

497 

149 

Mannesmann  Group/Germany 

83 

136 

Marks  &  Spencer/UK 

182 

156 

Marubeni  Corp/Japan 

4 

142 

Marui  Co/Janan 

416 

.148 

Matra  Hachette  Group/France 

169 

134 

Matsushita  Electric  Industrial/Japan 

13 

142 

Matsushita  Electric  Works/Japan 

224 

146 

Matsuzakaya  Co/Japan 

415 

148 

Mazda  Motor  Corp/Japan 

73 

144 

Metallgesellschaft/Germany 

94 

136 

Michelin  Group/France 

131 

134 

Mitsubishi  Bank/Japan 

62 

144 

Mitsubishi  Corp/Japan 

3 

142 

Mitsubishi  Electric  Corp/Japan 

51 

144 

Mitsubishi  Heavy  Industries/Japan 

66 

144 

Mitsubishi  Kasei  Corp/Japan 

199 

146 

Mitsubishi  Materials  Corp/Japan 

215 

146 

Mitsubishi  Motors  Corp/Japan 

54 

144 

Mitsubishi  Oil  Co/Jaoan 

233 

146 

Mitsubishi  Petrochemical  Co/Japan 

474 

149 

Mitsubishi  Trust  &  Banking/Japan 

188 

146 

Mitsui  &  Co/Japan 

5 

142 

Mitsui  Construction/Japan 

438 

148 

Mitsui  Fudosan/Japan 

176 

144 

Mitsui  Marine  &  Fire  Insurance  Co/Japan 

457 

149 

Mitsui  O.S.K.  Lines/Japan 

398 

148 

Mitsui  Toatsu  Chemicals/Japan 

473 

149 

Mitsui  Trust  &  Banking/Japan 

211 

146 

Mitsukoshi/Japan 

222 

146 

Munchener  Ruckversicherungs/Germany 

186 

140 

Nagasakiya  Co/Japan 

485 

149 

Nagase  &  Co/Japan 

419 

148 

National  Australia  Bank  Group/Australia 

251 

132 

National  Power/UK 

265 

158 

National  Westminster  Bank  Group/UK 

47 

156 

NEC  Corp/Japan 

43 

142 

Nestle/Switzerland 

23 

153 

News  Corporation/Australia 

245 

132 

Nichii  Co/Japan 

196 

146 

Nichimen  Corp/Japan 

18 

142 

Nichirei  Corp/Japan 

453 

149 

Nikko  Kyodo  Co/Japan 

241 

146 

Nintendo  Co/Japan 

379 

148 

Nippon  Credit  Bank/Japan 

180 

144 

Nippon  Express  Co/Japan 

120 

144 

Nippon  Light  Metal/Japan 

377 

148 

Nippon  Meat  Packers/Japan 

323 

146 

Nippon  Oil  Co/Japan 

64 

144 

Nippon  Paper  Industries  Co/Japan 

448 

149 

Nippon  Steel  Corp/Japan 

61 

144 

Nippon  Suisan  Kaisha/Japan 

480 

149 

Nippon  Telegraph  &  Telephone/Japan 

15 

142 

Nippon  Yusen  KK/Japan 

297 

146 

Nippondenso  Co/Japan 

142 

144 

Nishimatsu  Construction/Japan 

396 

148 

Nissan  Motor  Co/Japan 

16 

142 

Nissan  Shatai  Co/Japan 

456 

149 

Nissho  Iwai  Corp/Japan 

7 

142 

NKK  Corp/Japan 

114 

144 

Oy  Nokia/Finland 

463 

160 

Nomura  Securities  Co/Japan 

422 

148 

Ncranda/Canada 

409 

133 

Company/country  Rank  Page 

Norsk  Hydro/Norway  203  160 

Obayashi  Corp/Japan  155  144 

OCP-Office  Commercial  Pharmaceutique/France  322  134 

Odakyu  Electric  Railway/Japan  469  149 

Oji  Paper  Co/Japan  383  148 

Oki  Electric  Industry/Japan  376  148 

Okura  &  Co/Japan  417  148 

Olivetti  Group/Italy  311  142 

OMV/Austna  255  160 

Onoda  Cement  Co/Japan  477  149 

Osaka  Gas  Co/Japan  385  148 

Osaka  Uoichiba/Japan  494  149 

Oshawa  Group/Canada  460  133 

Pacific  Dunlop/Austraiia  426  132 

Paribas  Group/France  71  134 

Pechiney/France  133  134 

Peninsular  &  Oriental  Steam/UK  189  156 

Penta-Ocean  Construction/Japan  497  149 

Petro-Canada/Canada  495  133 

Petrobras-Petroleo  Brasileiro/Brazil  111  161 

Petrofina/Belgium  136  132 

Peugeot  Groupe/France  40  134 

Philips  Group/Netherlands  29  150 

Pilkington/UK  420  158 

Groupe  Pinault-Printemps/France  125  134 

Pioneer  Electronic  Corp/Japan  403  148 

Pirelli  Group/Italy  298  142 

Pohang  Iron  and  Steel  Co/Korea  238  150 

Powergen/UK  360  158 

Preussag  Group/Germany  102  140 

Procordia/Sweden  291  153 

Promodes  Group/France  97  134 

Prudential  Corporation/UK  77  156 

Rank  Organisation/UK  489  158 

Reed  Elsevier/UK  439  158 

Repola/Finland  369  160 

Repsol/Spain  79  152 

Rhone-Poulenc  Group/France  104  134 

Cie  Financiere  Richemont/Switzerland  361  153 

Ricoh  Co/Japan  256  146 

RMC  Group/UK  350  158 

Roche  Group/Switzerland  207  153 

Rolls-Royce/UK  316  158 

Royal  Bank  of  Canada/Canada  173  133 

Royal  Bank  of  Scotland  Group/UK  313  158 

ft- 

Royal  Dutch/Shell  Group/Netherlands  6  150 

Royal  Insurance  Holdings/UK  194  156 

Royal  Nedlloyd  Group/Netherlands  487  150 

RTZ  Corporation/UK  228  156 

RWE  Group/Germany  34  136 

Saatchi  &  Saatchi  Co/UK  284  158 

J  Sainsbury/UK  93  156 

Saint-Gobain/France  117  134 

Saint  Louis/France  302  134 

Sakura  Bank/Japan  60  144 

Samsung  Corp/Korea  103  149 

Samsung  Electronics/Korea  246  150 

Sandoz  Group/Switzerland  174  153 

Sanpaolo  Group/Italy  56  140 

Sanwa  Bank/Japan  52  144 

Sanyo  Electric  Co/Japan  141  144 

Sato  Kogyo  Co/Japan  437  148 

SCA-Svenska  Cellulosa/Sweden  351  153 
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"As  we  enter  the  21st  century,  I  believe  that 
globalization  will  progress  to  a  point  much 
further  than  any  of  us  can  foresee." 

Jong-Hyon  Chey 
Chairman  of  the  Sunkyong  Group 


mmmm 

With  annual  revenues  of  more  than  $14  billion  and  over  22,000  employees  on  five 
continents,  Sunkyong  is  dedicated  to  globalization.  Leadership  in  the  fields  of 
energy,  international  trade,  petrochemical  products  and  engineering  &  construction 
places  Sunkyong  in  the  top  five  business  groups  in  Korea.  We  have  growing 
commitments  in  fine  and  specialty  chemicals,  engineering  plastics  and  pharmaceuticals 
as  well  as  telecommunications,  distribution  and  financial  services. 

The  result  in  the  United  States  -  Sunkyong  generates  close  to  $1  billion  in  annual 
revenues  working  with  hundreds  of  American  companies,  and  it  has  strategic 
alliances  with  such  giants  as  Polaroid  and  the  Fleming  Companies. 

These  alliances  reflect  the  focused  application  of  time,  energy  and  resources 
required  for  a  shared  understanding  of  objectives  -  a  shared  vision  of  economic 
globalization.  A  vision  we  at  Sunkyong  are  dedicated  to  making  a  reality. 

To  find  out  how  Sunkyong  can  help  make  your  vision  a  reality,  contact  John  Rich, 
Sunkyong  U.S.A.,  Inc.,  110  East  55th  Street,  New  York,  N.Y.  10022  Fax  (212)  906-8137. 

FOR    SUCCESS    WORLDWIDE,    SAY  SUNK¥GN# 


Sunkyong  Limited   Sunkyong  Industries   SKC   Sunkyong  Engineering  and  Construction   Yukong  Limited 


Company/rr>j':  7 

Rank 

Page 

Severing  Group/Germany 

471- 

140 

Schluinberger/Netherlands 

315 

150 

Schneider/France 

130 

1 %A 
1  o4 

Seagram  Co/Canada 

371 

133 

Seibu  Railway  Co/Japan 

474 

149 

Seiyu/Japan 

163 

144 

Sekisui  Chemical  Co/Japan 

309 

146 

Sekisui  House/Japan 

lift 

1HO 

Sharp  Corp/Japan 

146 

144 

Shimizu  Corp/Japan 

86 

144 

Shinsho  Corp/Japan 

436 

148 

Shiseido  Co/Japan 

423 

148 

Shizuoka  Bank/Japan 

400 

14  j 

Showa  Denko  KK/Japan 

427 

148 

Siemens  Group/Germany 

17 

136 

Skandinaviska  Enskilda  Banken/Sweden 

185 

152 

Skanska/Sweden 

356 

153 

SKF  Group/Sweden 

H 10 

1  JO 

SME-Soc  Meridionale  Finanziaria/ltaly 

400 

142 

SmithKline  Beecham/UK 

206 

156 

Snow  Brand  Milk  Products/Japan 

230 

146 

Societe  Generale  Group/France 

38 

134 

Solvay  Group/Belgium 

loo 

Sony  Corp/japan 

32 

142 

South  African  Breweries/South  Africa 

301 

161 

Ssangyong  Group/Korea 

115 

149 

Standard  Chartered  Group/UK 

404 

158 

Steel  Authority  of  India/India 

101 

STET-Soc  Finanziaria  Telefonica/Italy 

70 

140 

Stora  Group/Sweden 

235 

153 

Suez  Group/France 

28 

134 

Sulzer  Group/Switzerland 

394 

153 

oUmilOmO  DaflK/Jdpafl 

4j 

\AA 
144 

Sumitomo  Chemical  Co/Japan 

234 

146 

Sumitomo  Corp/Japan 

2 

142 

Sumitomo  Electric  Industries/Japan 

208 

146 

Sumitomo  Forestry  Co/Japan 

458 

149 

ourniiurnu  ncavy  inuusiricS/JdpdM 

401 

1  /1Q 

Sumitomo  Marine  &  Fire  Insurance  Co/Japan 

406 

148 

Sumitomo  Metal  Industries/Japan 

121 

144 

Sumitomo  Metal  Mining/Japan 

462 

149 

Sumitomo  Rubber  Industries/Japan 

414 

148 

oumuorno  i  rusi  o*  DanKing/japan 

1  QQ 

iyo- 

1  AC 

14b 

Sun  Alliance  Group/UK 

227 

156 

Suzuki  Motor  Corp/Japan 

202 

146 

Svenska  Handelsbanken/Sweden 

236 

153 

Swire  Pacific/Hong  Kong 

384 

140 

^u/icc  RanL  '*nrn/<\iAiit7orlanH 
DallK  \*Uf (J/OWI IZclldMU 

1  Ofl 
loll 

l  t;o 
loo 

Swiss  Re  Group/Switzerland 

140 

153 

Swissair  Group/Switzerland 

432 

153 

Tabacalera/Spain 

433 

152 

Taisei  Corp/Japan 

105 

144 

idiyu  rtbiicry  v*o/japan 

000 
Lit 

14b 

Takashimaya  Co/Japan 

178 

144 

Takeda  Chemical  Industries/Japan 

364 

148 

Tarmac/UK 

373 

158 

Tate  &  Lyle  Group/UK 

331 

158 

TDK  Corp/Japan 

450 

149 

Teijin/Japan 

388 

148 

Telefonica/Spain 

148 

152 

Telefonos  de  Mexico/Mexico 

294 

161 
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Company/country 

Rank 

Page 

Tesco/UK 

128 

156 

Thomson  Corp/Canada 

330 

133 

Thomson  CSF/France 

312 

134 

Thorn  Emi/UK 

288 

158 

Thyssen  Group/Germany 

67 

136 

Toda  Corp/Japan 

338 

148 

Tohoku  Electric  Power/Japan 

205 

146 

Tokai  Bank/Japan 

106 

144 

Tokio  Marine  81  Fire  Insurance/Japan 

164 

144 

Tokyo  Electric  Power  Co/Japan 

25 

142 

Tokyo  Gas  Co/Japan 

320 

146 

Tokyu  Construction/Japan 

391 

148 

Tokyu  Department  Store/Japan 

445 

148 

Tomen  Corp/Japan 

11 

142 

Tonen  Corp/Japan 

362 

148 

Toppan  Printing  Co/Japan 

213 

146 

Toray  Industries/Japan 

249 

146 

Toronto-Dominion  Bank/Canada 

374 

133 

Toshiba  Corp/Japan 

26 

142 

Toshoku/Japan 

271 

146 

Tostem  Corp/Japan 

492 

149 

Total  Group/France 

53 

134 

Toyo  Seikan  Kaisha/Japan 

339 

148 

Toyo  Trust  8c  Banking/Japan 

380 

148 

Toyobo  Co/Japan 

443 

148 

Toyoda  Automatic  Loom  Works/Japan 

412 

148 

Toyota  Auto  Body/Japan 

490 

149 

Toyota  Motor  Corp/Japan 

8 

142 

Toyota  Tsusho  Corp/Japan 

91 

144 

Tractebel/FJelgium 

243 

133 

Trafalgar  House/UK 

281 

158 

Trelleborg  Group/Sweden 

464 

153 

UAP-Union  des  Assurances  de  Paris/France 

27 

134 

Ube  Industries/Japan 

364 

148 

Unidanmark  Group/Denmark 

440 

160 

Unilever/Netherlands 

21 

150 

Union  Bank  of  Switzerland/Switzerland 

113 

153 

Union  Miniere/Belgium 

496 

133 

Unitas  Group/Finland 

491 

160 

United  Biscuits  (HoldingsVUK 

389 

158 

Univa/Canada 

355 

133 

UNY  Co/Japan 

327 

146 

Valeo/France 

478 

136 

VEBA  Group/Germany 

22 

136 

VEW-Vereinigte  Elektrizitatswerke/Germany 

442 

140 

VIAG  Group/Germany 

101 

140 

Volkswagen  Group/Germany 

14 

136 

Volvo  Group/Sweden 

116 

152 

Westpac  Banking  Group/Australia 

250 

132 

Whitbread/UK 

472 

158 

Winterthur  Group/Switzerland 

134 

153 

Yamaha  Corp/Japan 

482 

149 

Yamaha  Motor  Co/Japan 

359 

148 

Yamato  Transport/Japan 

441 

148 

Yamazaki  Baking  Co/Japan 

410 

148 

Yasuda  Fire  &  Marine  Insurance/Japan 

274 

146 

Yasuda  Trust  81  Banking/Japan 

310 

146 

Yuasa  Trading  Co/Japan 

484 

149 

Yukong/Korea 

325 

150 

Z-Landerbank  Bank  Austria  Group/Austria 

435 

160 

Zurich  Insurance  Group/Switzerland 

88 

153 
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CONSULTING 
SERVICES 


NETWORK 
ASSURANCE 


RACAL 
55 


That  Cross  All  Boundaries, 


You  Need  A 
Networking  Partner 


With  A  Unique 
Perspective. 

Racal-Datacom. 


At  Racal-Datacom,  we  want  to 
solve  your  business  problems,  not 
just  your  network  problems. 

That's  the  single  vision  behind  our 
approach  to  network  integration.  An 
approach  we've  taken  for  more  than 
three  and  a  half  decades,  while  serving 
thousands  of  customers  worldwide. 

We  have  more  networking  tools 
at  our  disposal  than  any  other  data 
communications  company  —  more 
than  350  different  products  and 
systems  for  LANs,  WANs,  and 


Racal-Datacom 


internetworking.  From  workgroup 
systems  to  enterprise-wide  solutions. 
Designed,  manufactured,  and 
warranted  by  Racal-Datacom.  And 
controlled  by  one  of  the  industry's 
most  comprehensive,  distributed 
network  management  systems. 

We'll  help  you  build  a  network 
that  supports  your  company's 
business  vision. 

We'll  design,  fully  integrate,  and 
maintain  your  network.  If  you 
prefer,  we'll  even  operate  it  for  you. 


With  operations  in  more  than  80 
countries,  we  truly  are  a  global 
networking  company. 

To  see  how  we've  helped  compa- 
nies like  yours  achieve  their  unique 
networking  objectives,  call  us  at 
1-800-RACAL-55.  Consultant 
inquiries  are  also  welcome. 

We'll  send  you  a  complete  infor- 
mation package.  It  could  give  you 
a  whole  new 


networking. 


WE  UNDERSTAND  NETWORKING  INSIDE  AND  OUT.' 


EX3BEO 


1-800 
RACAL 
55 


Bargains, 
relatively  speaking 


From  its  peak,  in  December  1989  to  its  low  point  in  July  of 
last  year,  the  Japanese  stock  market  went  through  a 
collapse  rivaling  Wall  Street's  Great  Crash  of  1929.  Mea- 
sured in  yen,  the  Morgan  Stanley  index  of  Japanese  stocks 
dropped  57%.  Converted  into  dollars,  the  drop  was  51%. 
By  comparison,  the  s&p  500  fell  34%  during  the  August 
through  December  1987  panic. 

This  year  the  Tokyo  market  regained  some  of  what  it 
had  lost.  Through  the  first  five  months  of  1993,  Morgan 
Stanley's  Japanese  index  was  up  23%  in  yen  terms  and  43% 
in  dollar  terms.  But  the  rally  ended  with  late  June's 
political  turmoil;  the  Nikkei  sank  back  below  20,000,  and 
the  yen  reversed  its  upward  march,  at  least  temporarily, 
against  the  dollar. 

With  Japanese  equities  now  trading  at  57  times  last 
year's  earnings,  it  is  not  hard  to  find  Japanese  bears. 
Hideaki  Akimoto,  chief  strategist  for  the  Daiwa  Institute 
of  Research,  a  subsidiary  of  Tokyo's  Daiwa  Securities, 
thinks  it  will  be  tough  for  the  Nikkei  to  rise  much  above 
20,000.  He  fears  the  collapse  of  Japanese  real  estate  will 
continue  to  hurt  the  banking  industry. 

A  somewhat  contrarian  view  comes  from  a  Merrill 
Lynch  Japan  report,  which  suggests  that  an  earnings 


recovery  could  push  up  stock  prices  substantially  in  1994. 
Also,  the  continuing  drop  in  Japanese  interest  rates  makes 
bond  investments  less  and  less  attractive. 

The  table  below  lists  50  Japanese  companies  that  are  not 
outrageously  overpriced — by  Japanese  standards,  that  is. 

Kao  Corp.,  for  example,  is  a  large  (revenues,  S6  billion) 
manufacturer  of  household  products.  Kao  sells  for  9  times 
cash  flow  and  37  times  1993  earnings  as  estimated  in  the 
International  Edition  of  the  Institutional  Brokers  Esti- 
mate System.  Japanese  stocks  typically  sell  above  50  times 
earnings  even  in  today's  depressed  market. 

Secom  Ltd.,  an  electronic  security  firm,  is  priced  at  a  rich 
18  times  cash  flow,  but  its  profits  are  expected  to  rise  13% 
in  fiscal  1993,  ending  next  March.  Elizabeth  Allan,  man- 
ager of  the  $500  million  Japan  Fund,  says  Secom  is  one  of 
her  favorites.  She  cites  social  trends  that  will  require 
Japanese  families  to  take  a  closer  look  at  home  security 
systems.  Women,  for  instance,  aren't  staying  home  as 
much  during  the  day,  so  burglaries  are  on  the  rise.  Allan 
likes  several  other  stocks  from  our  table.  Among  them: 
Canon,  Mitsubushi  Heavy  Industries  and  Toyota  Motor. 
The  latter,  says  Allan,  has  one  of  the  strongest,  most  cash- 
heavy  balance  sheets  in  Japan.  -Eric  S.  Hardy 


Company/industry 

Recent 

-EPS 

P/E 

Price/ 

Price/ 

Yield 

Revenue 

Market 

price 

1992 

1993E 

cash 

sales 

(%) 

($mil) 

value 

($) 

($) 

($) 

flow 

($mil) 

Bridgestone/industrial  comp 

12.68 

0.29 

0.50 

37.0 

8.6 

0.6 

1.1 

13,817 

9,790 

Canon/leisure  goods 

13.05 

0.37 

0.45 

30.2 

8.0 

0.6 

0.9 

15,112 

10,105 

Casio  Computer/leisure  goods 

10.16 

0.21 

0.28 

41.4 

9.4 

0.7 

1.1 

3,462 

2,720 

Chugoku  Electric  Power/utilities 

26.48 

0.67E 

0.79 

34.0 

5.9 

1.1 

1.8 

7,850 

9,633 

Dai  Nippon  Printing/services 

14.83 

0.47E 

0.56 

27.2 

12.1 

1.0 

0.8 

9.3291 

11,110 

Daiichi  Pharmaceutical/personal  care 

15.85 

0.51E 

0.64 

26.6 

16.3 

2.1 

0.7 

1,6651 

4,311 

Daiwa  Kosho  Lease/real  estate 

12.03 

0.28 

0.38 

37.0 

10.7 

1.9 

0.8 

7571 

1,802 

Denny's  Japan/leisure 

33.19 

0.90 

1.11 

31.5 

15.4 

1.2 

0.7 

6381 

976 

Fujita/construction 

6.16 

0.23 

0.23 

23.2 

15.8 

0.4 

1.7 

6.3521 

3,047 

Hitachi/elec  &  electron 

7.88 

0.19 

0.24 

35.8 

4.8 

0.4 

1.3 

60,418 

25,813 

Stock  prices  and  earnings  estimates  were  converted  into  U.S.  dollars  using  rates  as  of  May  31,  1993.  Earnings  and  revenues  for  1992  were  converted  using  the 
average  exchange  rate  for  the  previous  12  months  at  fiscal  reporting  date.    'Figures  are  latest  available.    E:  Estimate. 

Sources:  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 
DataScreen  II;  Forbes. 
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Company/industry 

Recent 

-EPS 

P/E 

Price/ 

Price/ 

Yield 

Revenue 

Markpt 

price 

1992 

1993E 

cash 

sales 

(%) 

($mil) 

value 

($) 

($) 

($) 

flow 

($mil) 

Hitachi  Maxell/leisure  goods 

15.94 

0.40E 

0.47 

34.5 

11.5 

1.0 

1.0 

1,320' 

1,623 

Honda  Motor/automobiles 

12.40 

0.32 

0.42 

33.8 

6.1 

2.3 

1.1 

33,094 

12,074 

Hoya/personal  care 

17.90 

0.40E 

0.51 

38.9 

10.6 

1.6 

0.9 

1,065' 

2,079 

Ito-Yokado/retailing 

39.25 

1.24 

1.68 

26.8 

12.7 

0.6 

0.8 

24,068 

16,223 

Kajima/construction 

8.12 

0.26E 

0.26 

27.2 

11.1 

0.4 

1.5 

16.4981 

7,807 

Kandenko/construction 

26.39 

0.68E 

0.80 

33.2 

19.4 

0.8 

0.2 

3,899' 

4,070 

Kao/food,  household 

11.84 

0.27 

0.38 

37.3 

9.4 

1.0 

0.8 

6,178 

7,095 

Kawasaki  Heavy  Inds/machine  &  eng 

4.27 

0.09 

0.11 

42.5 

14.8 

0.6 

1.1 

8,734 

5,701 

Kirm  Brewery/bev  &  tobacco 

12.68 

0.36 

0.42 

30.0 

15.4 

0.9 

0.7 

6,904 

13,346 

Kokuyo/services 

24.99 

0.77E 

0.88 

27.8 

17.7 

1.1 

0.6 

2.4601 

3,266 

Kuraray/chemicals 

10.72 

0.25 

0.31 

37.6 

14.1 

1.0 

0.7 

2,829 

3,315 

Mitsubishi  Heavy  Inds/machinery  &  eng 

6.65 

0.19 

0.26 

29.6 

13.4 

0.9 

1.1 

22,637 

22,369 

Mitsubishi  Oil/energy 

9.70 

0.31E 

0.36 

27.2 

10.1 

0.3 

0.8 

8.0541 

3,353 

Murata  Manufacturing/electronic  comp 

27.32 

0.92 

1.08 

25.6 

12.5 

2.2 

0.5 

2,180 

5,639 

Nintendo/leisure  goods 

88.39 

5.01 

6.15 

15.2 

14.5 

2.1 

0.7 

5,088 

12,522 

Nippon  Meat  Packers/food,  household 

14.45 

0.47 

0.61 

26.4 

11.3 

0.5 

0.9 

6,059 

3,291 

Nippondenso/industrial  comp 

16.97 

0.4C 

0.48 

36.3 

9.6 

1.0 

0.8 

12,001 

14,218 

Nitto  Denko/misc  materials 

12.03 

0.25E 

0.30 

40.8 

9.7 

0.8 

0.9 

1,950"" 

1,819 

Obayashi/construction 

6.68 

0.22E 

0.19 

26.6 

14.0 

0.4 

1.7 

11,548' 

4,975 

Okumura/construction 

8.39 

0.25 

0.30 

28.4 

19.0 

0.6 

1.2 

2.7071 

2,081 

Pioneer  Electronic/appliances 

22.38 

0.48 

0.61 

40.0 

9.1 

0.7 

1.0 

4,725 

4,018 

Sankyo  Aluminium/bldg  materials 

7.48 

0.23E 

0.22 

32.9 

12.1 

0.7 

"1.1 

2,250 

1,906 

Secom/services 

58.28 

1.16 

1.53 

43.1 

17.6 

3.0 

0.6 

1,6721 

6,195 

Sekisui  Chemical/bldg  materials 

8.77 

0.26E 

0.33 

29.1 

8.9 

0.6 

1.2 

6,547"" 

4,843 

Sekisui  House/construction 

11.66 

0.49 

0.61 

20.0 

16.9 

0.7 

1.4 

9,396 

7,293 

Shikoku  Electric  Power/utilities 

27.60 

0.75E 

0.88 

31.5 

8.6 

1.8 

1.7 

3.4201 

7,580 

Sumitomo  Electric  Inds/industrial  comp 

11.00 

0.33 

0.35 

28.7 

10.0 

0.8 

0.8 

9,135 

7,787 

Sumitomo  Rubber  Inds/industrial  comp 

8.90 

0.27 

0.36 

28.3 

4.5 

NA 

0.9 

4,564 

1,615 

Taisei/construction 

6.62 

0.32E 

0.28 

17.8 

11.7 

0.4 

1.7 

15,216' 

6,748 

Taisho  Pharmaceutical/personal  care 

19.30 

0.64E 

0.75 

26.0 

18.3 

3.7 

0.9 

1,425' 

6,550 

Takeda  Chemical  Inds/personal  care 

12.49 

0.32E 

0.42 

33.6 

19.5 

1.7 

0.9 

5,324' 

10,922 

TDK/electronic  comp 

35.06 

1.12 

1.38 

26.9 

8.4 

0.9 

1.3 

4,218 

4,610 

Tohoku  Electric  Power/utilities 

27.97 

0.74E 

0.88 

32.4 

8.5 

1.2 

1.7 

9,321' 

13,927 

Toppan  Printing/services 

12.03 

0.35 

0.42 

29.6 

12.5 

0.8 

0.8 

8,814 

8,138 

Toray  Industries/chemicals 

6.29 

0.15 

0.16 

35.0 

10.9 

1.0 

1.0 

7,776 

8,776 

Toyoda  Automatic  Loom/machinery  &  eng 

16.97 

0.44 

0.45 

33.4 

12.8 

0.9 

0.7 

4,580 

4,785 

Toyota  Motor/automobiles 

15.29 

0.49 

0.49 

25.6 

8.6 

0.7 

1.2 

77,374 

56,909 

Wacoal/textile,  apparel 

10.54 

0.28E 

0.33 

32.3 

17.8 

1.1 

1.2 

1,147' 

1,624 

Yamaha  Motor/leisure  goods 

8.39 

0.21 

0.37 

34.1 

6.4 

0.3 

0.7 

5,422 

1,933 

Yamanouchi  Pharmaceutical/personal  care 

22.19 

0.75E 

0.92 

25.3 

16.5 

2.2 

0.5 

2,677' 

7,166 

Stock  prices  and  earnings  estimates  were  converted  into  U.S.  dollars  using  rates  as  of  May  31,  1993.  Earnings  and  revenues  for  1992  were  converted  using  the 
average  exchange  rate  for  the  previous  12  months  at  fiscal  reporting  date.    'Figures  are  latest  available.    E:  Estimate.    NA:  Not  available. 
Sources:  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 
DataScreen  II;  Forbes. 
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Bog  Creek  Farm  may  not  be  Yellowstone,  but  the  mere  fact  yo 
can  be  here  at  all  is  beautiful  to  contemplate.  It  was  once  one  of  tr 


s  ao  we  nave 


vt  help 


ation's  worst  hazardous  waste  sites, 
t's  also  one  of  5,000  we've  cleaned  up. 


RUfT  International  Inc 

A  WMX  Technologies  Company 


The  deal  flow 
dries  up 

Data  from  the  Department  of  Commerce  indicate  that 
total  net  foreign  investment  in  the  U.S.  rose  from  $67 
billion  in  1991  to  $130  billion  last  year.  But  hold  the 
champagne.  This  is  a  far  cry  from  1988,  when  foreigners 
invested  $219  billion  here.  Note,  too,  that  most  of  what 
the  foreigners  buy  are  financial  assets — government 
bonds,  bank  deposits  and  the  like.  Last  year  net  direct 
investment  in  U.S.  plant,  equipment  and  other  capital 
assets  fell  from  $11.5  billion  in  1991  to  just  $2.4  billion. 

Why  have  foreigners  lost  their  appetite  for  U.S.  invest- 
ments? Economic  slowdowns  in  several  industrial  coun- 
tries, including  Japan  and  Germany,  are  a  principal  cause. 
Under  intense  pressure  at  home,  Japan's  financial  institu- 
tions cannot  easily  finance  Japanese  corporations'  domes- 


tic spending  programs,  let  alone  their  purchases  of  Ameri- 
can movie  studios,  office  buildings  and  golf  courses. 

Among  the  three  new  entries  to  this  year's  list  of  the 
largest  foreign  investors  in  the  U.S.  is  20th-ranked  French 
insurer  axa.  It  paid  $1  billion  to  acquire  49%  of  Equitable 
Cos.,  the  New  York  insurer.  Another  newcomer,  Zeneca 
Group,  a  manufacturer  of  pharmaceuticals  and  agricultur- 
al chemicals,  was  spun  off  by  Britain's  Imperial  Chemical. 
With  U.S.  sales  of  $2.4  billion,  Zeneca's  American  subsid- 
iary is  ranked  69. 

Dropped  from  the  list  this  year  were  two  Canadian 
companies,  Crownx  and  Olympia  &  York  Developments. 
The  revenues  of  their  American  subsidiaries  fell  below  this 
year's  $1.5  billion  cutoff.  -Gustavo  Lombo 


1992 
rank 

Foreign  investor 

Country 

US  investment 

% 
owned 

Industry 

Revenue 
($mil) 

Net  income 
($mil) 

Assets 
($mil) 

1 

Seagram  Co  Ltd* 

Canada 

El  du  Pont  de  Nemours* 
JE  Seagram 

24 
100 

chemicals,  energy 
beverages 

37,208 
3,799 
41,007 

975.0 
295.0 

38,870 
8,027 

2 

Royal  Dutch/Shell  Group* 

Netherlands/UK 

Shell  Oil 

100 

energy,  chemicals 

21,160 

445.0 

26,970 

3 

British  Petroleum  Pic* 

UK 

BP  America 
Standard  Oil 

100 
100 

energy 
energy 

17,810 

NA 

20,037 

4 

Grand  Metropolitan  Pic* 

UK 

Burger  King 
Pillsbury 
Heublem 
Pearle 

Haagen-Dazs 

100 
100 
100 
100 
100 

fast  food 
food  processing 
wines  and  spirits 
eye  care  retailing 
ice  cream 

6,350 
3,447 
1,633 
635 
590 
12,655 

NA 

9,110 

5 

Tengelmann  Group 

Germany 

Great  A&P  Tea* 

53 

supermarkets 

10,499 

-98.5 

3,091 

6 

Nestle  SA* 
L'Oreal* 

Switzerland 
France 

Nestle  USA 
Alcon  Laboratories 
Cosmair 

100 
100 
>50 

food  processing 
pharmaceuticals 
cosmetics 

8,395 

1.200 
9,595 

NA 
NA 

NA 
NA 

7 

B.A.T  Industries  Pic* 
imasco  Ltd 

UK 

Canada 

Brown  &  Williamson  Tobacco 
Farmers  Group 
Hardee's  Food  Systems 

100 
100 
100 

tobacco 
insurance 
fast  food 

3,258 
1,577 
4,757 
9.592 

NA 

466.3 
NA 

NA 

6,020 
NA 

8 

Sony  Corp* 

Japan 

Sony  Music  Entertainment 
Sony  Picture  Entertainment 
Sony  Electronics 

100 
100 
100 

music  entertainment 
movies 

consumer  electronics 

9,418 

NA 

12,769 

9 

Unilever  NV* 
Unilever  Pic* 

Netherlands 
UK 

Unilever  United  States 

100 

food  proc,  pers  prods  " 

9,217 

NA 

8,404 

10 

Petroleos  de  Venezuela,  SA 

Venezuela 

Citgo  Petroleum 

100 

refining,  marketing 

9,173 

119.7 

3,488 

11 

Hanson  P!c* 

UK 

Hanson  Industries 
Smith  Corona* 
Ground  Round  Restaurants* 
Marine  Harvest  IntT* 

100 
48 

33 
44 

multicompany 
office  supplies 
restaurant  chain 
food  processing 

8,026 
372 
226 
90 

8,714 

551.0 
22.1 
4.6 
-15.0 

18,352 
190 
138 
43 

*Publicly  traded  in  the  U.S.  in  shares  or  ADRs.  Note:  Some  foreign  investors  on  the  list  own  U.S. 
E:  Estimate.    NA:  Not  available. 

companies  indirectly  through  companies  in  italics. 
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1992 
rank 

Foreign  investor 

Country 

US  investment 

% 
owned 

Industry 

Revenue 
($mil) 

Net  income 
($mil) 

Assets 
($mil) 

12 

Toyota  Motor  Corp* 
Nippondenso  Co  Ltd* 

Japan 
Japan 

Tnvnfa  Mntnr  Ufo 

New  United  Motor  Mfg 
Nippondenso  America 

inn 

iUU 

50 
100 

dUlUfnOUvc 

automotive 
auto  parts 

3  snnr 
2,600E 
1,600 
8,000 

MA 

NA 
NA 

NA 
1,300 

13 

Delhaize  "Le  Lion"  SA 

Belgium 

Food  Lion* 

25 

supermarkets 

7,196 

178.0 

2,521 

14 

Philips  Electronics  NV* 
PolyGram  NV* 

Netherlands 
Netherlands 

North  Ainpriran  Philins 

Whittle  Communications  LP 
PolyGram  Records 

inn 
25 
100 

ClcLUUIIIUo 

publishing 
music 

0,100 

213 
816 

7  1fi7 

',10/ 

NA 
NA 

NA 
NA 

15 

Hoechst  AG* 

Germany 

Hoechst  Celanese 

100 

chemicals 

7,044 

134.0 

7,044 

16 

Bayer  AG* 

Germany 

Miles  100 

chemicals,  health  care 

6,459 

69.8 

4,973 

17 

Ito-Yokado* 
Seven-Eleven  Japan* 

Japan 
Japan 

Southland 

64 

convenience  stores 

6,439 

-131.4 

2,045 

18 

Ahold  NV* 

Netherlands 

First  National  Supermarkets 
BI-LO 

Tops  Markets 
Giant  Food  Stores 

100 
100 
100 
100 

supermarkets 

cnnprmarLotc 
oupci  Midi  rvcio 

supermarkets 
supermarkets 

2,107 

1,1  JH 

1,477 
1,068 
6,406 

NA 

1,847 

19 

Rhone-Poulenc  SA* 

France 

Rhone-Poulenc  Rorer* 
Rhone-Poulenc 

68 
100 

pharmaceuticals 
chemicals 

4,096 
2,300 
6,396 

423.3 
NA 

3,858 
3,400 

20 

AXA 

France 

Equitable  Cos* 

49 

insurance 

6,282 

-32.2 

78,869 

21 

Siemens  AG* 

Germany 

Siemens  Corporation 
Osram/Sylvania 

100 
100 

electronics 
lighting 

4,900 
1,300 
6,200 

-270.0 
NA 

5,600 
NA 

22 

Matsushita  Electric  Industrial* 

Japan 

MCA 

Matsushita  Elec  Corp  (Am) 

100 

100 

entertainment 
electronics 

4.000E 

2,140 

6,140 

NA 
NA 

NA 
NA 

23 

Honda  Motor  Company  Ltd* 

Japan 

Honda  of  America  Mfg 

100 

automotive 

6.100E 

NA 

NA 

24 

Franz  Haniel  &  Cie 

Germany 

Scrivner 
Gateway  Foods 

100 
100 

food  distribution 
food  distribution 

6,000 

NA 

NA 

25 

Pechiney  SA 

Pprhinpv  Intprnatinnal 

ICi*IIIHCY  1 1  ltd  t la ItUI lol 

France 

1  l  a l lie 

Pechiney  Metals 
American  National  Can 
Howmet 

Other  companies 

100 
100 
100 
100 

aluminum 

nap  kaoino 

LlaUAOglllg 

gas  turbines 
metals  distribution 

378 

H,JJ/ 

854 
73 
5,842 

NA 
NA 

309 
6,042 

26 

Volvo  AB* 

Regie  Nationals 
des  Usines  Renault 

Sweden 
France 

Hertz  Corporation 
Volvo  GM  Heavy  Truck 
VME  Americas 
Mack  Trucks 

26 
87 
50 
100 

car  rental 

antnmnriup 

automotive 
automotive 

2,816 

250 
1.300E 
5,595 

55.4 
-19  9 
NA 
NA 

3,755 
434 
230 
NA 

27 

Fujitsu  Ltd* 

Japan 

Fujitsu  (US) 
Amdahl* 

100 
44 

electronics 
electronics 

2,600 
2,525 
5,125 

NA 

-7.0 

NA 

2,701 

28 

ASEA  AB* 

BBC  Brown  Boveri* 

HDD  nOCO  DfUYVII  DUVCfl 

Sweden 
Switzerland 

OWILlclldllU 

Asea  Brown  Boveri 

100 

nniA/Pr  opnprotinn 
(juwci  gcnc.aiiuii 

s  tnn 

J,  iUU 

NA 

<>  nnn 

29 

BASF  AG* 

flprmanu 
uci  ii  id  i  iy 

BASF  Corp 

100 

U 1 IC  M  1  It  Q 1  o 

5,042 

-116.1 

4,078 

30 

News  Cornnratinn  Ltd* 

Australia 

News  America 

100 

mpriia  nuhlKhinp 

n  ii*  u  i  ci ,  p  juiijiiiiig 

4.964 

NA 

9,628 

31 

SmithKline  Beecham  Pic* 

UK 

SmithKline  Beecham  Corp 

100 

drugs,  consumer  prods 

4,913 

849.0 

6,437 

32 

CIBA-GEIGY  Ltd* 

Switzerland 

CIBA-GEIGY  Corp 

100 

chemicals,  drugs 

4,651 

NA 

3,870 

'Publicly  traded  In  the  U.S.  in  shares  or  ADRs.  Note:  Some  foreign  investors  on  the  list  own  U.S.  companies  indirectly  through  companies  in  italics. 
E:  Estimate.    NA:  Not  available. 
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3992 
rank 

Foreign  investor 

Country 

US  investment 

% 
owned 

Industry 

Revenue 
($mil) 

Net  income 
($mil) 

Assets 
($mil) 

33 

Bridgestone* 

Japan 

Bndgestone/Firestone 

100 

tire 

4,650 

-142.0 

NA 

34 

BCE* 

Northern  Telecom  Ltd* 

Canada 
Canada 

Northern  lelecom 

100 

telecommunications 

4,500 

NA 

3,944 

35 

Prudential  Corporation  Pic* 

UK 

Jackson  National  Life 

100 

insurance 

4,366 

147.6 

16,674 

36 

Allianz  AG 

Germany 

Fireman's  Fund 
Allianz  Life 
Allianz  Insurance 
Jefferson  Insurance 

100 
100 
100 
100 

insurance 
insurance 
insurance 
insurance 

3,215 
852 
156 
78 

4,301 

132.0 
46.0 
6.0 
6.0 

10,091 
5,119 
564 
248 

37 

Henkel  KGaA 

Germany 

Clorox* 
Ecolab* 

Henkel  of  America 
Loctite* 

28 
25 
100 
29 

household  products 
institutional  cleaning 
chemicals 
chemicals 

1,717 
1,005 
934 
608 
4,264 

117.8 
64.3 
NA 

72.3 

1,615 
832 

1,340 
557 

38 

Ferruzzi-Montedison*  Group 

Italy 

Central  Soya 
Himont 

Ausimont  USA 
Other  companies 

100 
100 
100 
100 

food  processing 

chemicals 

chemicals 

marine  equipment,  drugs 

2,078 

1,746 

356 
U80 

NA 
NA 
NA 

NA 
NA 
NA 

39 

BTR  Pic* 

UK 

BTR  Dunlop 

100 

construction,  controls 

4,029 

NA 

1,778 

40 

Dalgety  Pic 

UK 

Martin-Brower 
Pig  Improvement 

100 
100 

food  distribution 
pig  breeding 

3,730 
87 
3,817 

NA 
NA 

339 

27 

41 

Zurich  Insurance  Group 

Switzerland 

Empire  Insurance  Group 
Maryland  Insurance  Group 
Universal  Underwriters  Gp 
Zurich-American  Ins  Group 

100 
100 
100 
100 

insurance 
insurance 
insurance 
insurance 

2.250E 

1.255 
3,505 

NA 

37.4 

NA 

3,457 

42 

Electrolux  AB* 

Sweden 

White  Consolidated  Inds 

100 

appliances 

3,478 

NA 

NA 

43 

Anglo  Amer  of  S  Africa* 
De  Beers  Centenary  AG 

Minorco* 

South  Africa 
Switzerland 
Luxembourg 

Engelhard* 
Terra  Industries* 

31 
57 

metals 
agribusiness 

2,400 
1,062 
3,462 

100.1 
8.8 

1,279 
580 

44 

Petrofina  SA* 

Belgium 

Fina* 

85 

energy 

3,398 

24.1 

2,924 

45 

Internationale  Nederlanden 
Groep  NV 

Netherlands 

Nationale-Nederlanden  US 
Intl-Nederlanden  Bank  US 

100 
100 

insurance 
banking 

2,771 
538 
3,309 

NA 
NA 

8,076 
NA 

46 

Societe  Nationale  Elf 

Aquitaine* 
ElfSanofi 

France 
France 

Elf  Aquitaine 
Elf  Sanofi 

100 
100 

oil  &  gas.  chemicals 
health,  beauty  products 

2,708 

501 
3,209 

NA 
NA 

4,291 
649 

47 

Nissan  Motor  Co  Ltd* 

Japan 

Nissan  Motor  Mfg  USA 

100 

automotive 

3.200E 

NA 

NA 

48 

Roche  Holding  Ltd 

Switzerland 

Hoffmann-La  Roche 
Genentech* 

100 
63 

drugs,  chemicals 
biotechnology 

2,600 
499 
3,099 

NA 

20.8 

NA 

1,305 

49 

Dain  .er-Benz  AG* 
At 

Germany 
Germany 

Freightliner 

AEG  Westinghouse  Transp 
Other  companies 

100 
80 
100 

automotive 
rail  systems 
elec  equip,  microelectro 

2,248 
759 
W 

NA 
NA 

NA 
NA 

50 

Jefferson  S       "Group Pic 

Smurfit  Inn     tional  EV 

Ireland 
Netherlands 

Jefferson  Smurfit 
Container  Corp  of  Am 

50 
50 

paper,  packaging 
paper,  packaging 

2,998 

-34.0 

2  436 

'Publicly  traded  in  the  U. 
E:  Estimate.    NA:  Not  avan  . 

ADRs.  Note:  Some  foreign  investors  on  the  list  own  U.S.  companies  indirectly  through  companies  in  italics. 
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EXPRESS. 


LOCAL. 


There's  only  one  way  to  go  to  South  Africa. 
The  nonstop  way  with  SAA.  The  way  that 
cuts  out  connecting  in  Europe  and  gets  you 
there  in  half  the  time...  relaxed,  refreshed 
and  ready  to  do  business. 

SAA  flies  you  nonstop  to  South 
Africa.  And  only  SAA  flies  you  on  luxurious 
747-4 00s,  custom-designed  for  greater 
comfort  on  longer  inter-continental  flights. 

They  leave  New  York  for  Johannesburg 
every  Monday,  Wednesday  and  Friday, 
departing  Miami  for  Cape  Town  every  Sunday. 

For  a  full  schedule  of  SAA  services,  see 
your  travel  agent  or  call  1-800-722-9675. 

You'll  find  we  stop  at  nothing 
to  fly  you  to  South  Africa. 


SOUTH  AFRICAN  AIRWAYS 


IS92 
rank 

Foreign  investor 

Country 

US  investment 

% 
owned 

Industry 

Revenue 
($mil) 

Net  income 
($mil) 

Assets 
($mil) 

51 

Dainippon  Ink  and  Chemicals 

Japan 

Sun  Chemical 
Reichhold  Chemicals 
Polychrome 

100 
100 
100 

printing,  chemicals 

chemicals 

printing 

1.500E 
1.100E 
350E 
"2J50 

NA 
NA 
NA 

NA 
NA 
NA 

52 

Aegon  NV* 

Netherlands 

Aegon  USA 

100 

insurance 

2,900 

NA 

NA 

53 

Sandoz  Ltd* 

Switzerland 

Sandoz  United  States 

100 

chemicals,  drugs 

2,854 

NA 

NA 

54 

Manufacturers  Life  Insurance 

Canada 

Manufacturers  Life  Ins  US 

100 

insurance 

2,831 

19.2 

14,283 

55 

Sun  Life  Assurance  Co 
of  Canada 

Canada 

Sun  Life  of  Canada  (US) 
Sun  Life's  US  Subs 

100 
100 

insurance 
insurance 

2,721 

NA 

8,955 

56 

RTZ  Pic* 

UK 

US  Borax  &  Chemical 
US  Silica 
Kennecott 
Indal  US 

100 
100 
100 
100 

mining,  borax 
sand,  clays 
mining 

building  products 

2,718 

-164.9 

3,786 

57 

Thomson  SA 

France 

Thomson  Consumer  Elec 

100 

consumer  electronics 

2.700E 

NA 

NA 

58 

Snecma 

France 

CFM  International 

50 

aviation 

2,696 

2.5 

1,126 

59 

Saint-Gobain 

France 

Norton 
CertainTeed 

100 
100 

building  materials 
building  materials 

1,468 
1,226 
1694 

NA 
NA 

NA 
NA 

60 

Power  Corp  of  Canada 
Great-West  Lifeco 

Canada 
Canada 

Great-West  Life  Assurance 

99 

insurance 

2,688 

NA 

12,583 

61 

RWE  AG* 

Germany 

Consol  Energy 
Vista  Chemical 

50 
100 

coal  mining 
chemicals 

2,000 
684 
1684 

NA 

18.1 

3,000 
763 

62 

Glaxo  Holdings  Pic* 

UK 

Glaxo 

100 

ethical  pharmaceuticals 

2,672 

NA 

NA 

63 

NVAMEV 
AG  Groupe 

Fortis 

Netherlands 

Belgium 

Neth/Belgium 

Fortis 

100 

insurance 

2,656 

134.8 

5,185 

64 

Imperial  Chemical 
Industries  Pic* 

UK 

ICI  American  Holdings 
ICI  Explosives  Holdings 

100 
100 

chemicals 
explosives 

2,400 
240 
1640 

NA 
NA 

1,900 
270 

65 

General  Electric  Pic*  UK 

Picker  International 
AB  Dick 

Other  companies 

100 
100 
100 

medical  equipment 

office  equipment 

elec  systems  &  components 

2,630 

149.2 

NA 

66 

General  Accident  Pic 

UK 

Gen  Accident  Corp  of  Am 

100 

insurance 

2,579 

21.0 

5,645 

67 

Total  SA* 

France 

Total  Petroleum 
Total  Minatome 

100 
100 

energy 
oil  &  gas 

2,397 
130 

2.1 
NA 

1,081 
302 

68 

Alcan  Aluminium  Ltd* 

Canada 

Alcan  Aluminum  Corp 

100 

aluminum 

2,452 

-18.0 

1,639 

69 

Zeneca  Group  Pic* 

UK 

Zeneca  Holdings 

100 

drugs,  agrochemicals 

2,376 

NA 

2,279 

70 

NKK  Corp* 

Japan 

National  Steel* 

73 

steel 

2,373 

-74.7 

2,189 

71 

Edmund  J  Safra 
Satan  SA 

Switzerland 
Switzerland 

Republic  New  York* 

29 

banking 

2,341 

258.9 

37,146 

72 

Tate  &  Lyle  Pic* 

UK 

AE  Staley  Manufacturing 
PM  Ag  Products 
Western  Sugar 
Other  companies 

90 
100 
100 
100 

food  distr,  processing 
molasses,  animal  feeds 
sugar  refining 
sugar  processing 

1,140 
1,175 
I3l5 

NA 
NA 

NA 
NA 

73 

Trygg-Hansa  SPP  Group 

Sweden 

Home  Holdings 

64 

insurance 

2,309 

73.0 

6,448 

74 

Thomson  Corp 

Canada 

Thomson  Delaware  Holdings 

100 

publishing 

2,295 

NA 

4,942 

'  Publicly  traded  in  the  U.S.  in  shares  or  ADRs.  Note:  Some  foreign  investors  on  the  list  own  U.S.  companies  indirectly  through  companies  in  italics. 
E:  Estimate.    NA:  Not  available. 
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When  you  choose  a  Managed 
Care  and  Employee  Benefits  pro- 
gram it  affects  more  than  your 
company's  bottom  line.  It  affects 
the  lives  of  your  employees  and 
their  families.  Which  is  why  The 
Travelers  is  committed  to  provid- 
ing both  savings  and  quality  for 
the  people  you  trust  and  the  people 
they  love. 

We  offer  your  employees 
the  caring  and  expertise  of  over 
100,000  health  professionals  in 
more  than  130  major  metropolitan 
areas,  as  well  as  a  nationally  recog- 
nized wellness  and  counseling 
program  that  is  preventing  illness 
through  innovation. 

And  our  Managed  Care  Sys- 
tem can  be  customized  to  provide 
your  company  with  the  flexibility 
to  make  the  most  of  your  benefit 
dollars.  In  fact,  we've  actually 
reduced  the  rise  in  health  care  costs 
for  our  customers  by  over  30%. 


With  one  of  America's  largest  managed  care  networks, 
we  understand  the  importance  of  taking  care  of  one  another. 


But  most  importantly,  we 
of fer  a  program  that  recognizes  one 
truth  for  employer  and  employee 
alike  —  the  greatest  wealth  of  all  has 
little  to  do  with  money. 


iliates,  Hartford,  CT 06183. 


Thelraveler^j 

AMERICA'S  UMBRELLA* 


1992 
rank 

Foreign  investor 

Country 

US  investment 

% 
owned 

Industry 

Revenue 
($mil) 

Net  income 
($mil) 

Assets 
($mil) 

75 

Mazda  Motor  Corp 

Japan 

Auto  Alliance  International 

50 

•  automotive 

2.200E 

NA 

NA 

76 

Broken  Hill  Proprietary* 

Australia 

Pacific  Resources 

BHP  Petroleum  (Americas) 

BHP  Minerals 

100 
100 
100 

energy 
energy 
mining 

2,171 

26.1 

2,124 

77 

Canadian  Pacific  Ltd* 
United  Dominion  Inds  * 

Canada 
Canada 

CP  Rail  (US) 
Canadian  Pacific  US 
United  Dominion  Inds  (US) 

ICO 
100 
100 

railroad 

transportation,  steel 
industrial  machinery 

850E 

1,276 
2,126 

NA 
NA 

2,876 

L 

543 

78 

Akzo  NV* 

Netherlands 

Akzo  America 

100 

multicompany 

2,120 

NA 

1,731 

79 

Sobey  Parties 

Canada 

Hannaford  Brothers* 

26 

food  distribution 

2,066 

49.2 

769 

80 

WPP  Group  Pic* 

UK 

J  Walter  Thompson 
Ogilvy  &  Mather  Worldwide 
WPP  Group  USA 
Hill  &  Knowlton 

100 
100 
100 
100 

advertising 
advertising 
marketing  services 
public  relations 

815 
789 
270 
149 
2,023 

NA 
NA 
NA 
NA 

NA 
NA 
NA 
NA 

81 

Bertelsmann  AG 

Germany 

Bertelsmann  USA 

100 

printing,  publishing 

2,009 

NA 

NA 

82 

Otto  Family 

Germany 

Spiegel* 

87 

catalog  retailing 

1,972 

39.1 

1,783 

83 

McDermott  International* 

Panama 

McDermott 

100 

heavy  equipment 

1,970 

-273.8 

2,346 

84 

Commercial  Union  Pic 

UK 

Commercial  Union  Corp 

100 

insurance 

1,944 

155.4 

5,081 

85 

Siebe  Pic 

UK 

Siebe  Inc 

100 

controls 

1,900 

NA 

NA 

86 

George  Weston  Ltd 
Loblaw  Cos  Ltd* 

Canada 
Canada 

Stroehmann  Bakeries 
Interbake  Foods 
Eddy  Paper 
Other  companies 
National  Tea 

100 
100 
100 
100 
100 

bakery 
bakery 

paper  products 
canned  foods 
food  retail 

300 
180 
100 
135 
1,177 
1,892 

NA 
NA 

390 
488 

87 

Bank  of  Tokyo  Ltd* 

Japan 

Union  Bank* 
Bank  of  Tokyo  Trust 

76 
100 

banking 
banking 

1,386 
493 
1,879 

102.6 
-44.8 

16,844 
8,456 

■■■■■ 

88 

J  Sainsbury  Pic* 

UK 

Shaw's  Supermarkets 

100 

supermarkets 

1,850 

NA 

NA 

89 

Royal  Insurance  Holdings  Pic 

UK 

Royal  USA 

100 

insurance 

1,842 

99.4 

5,194 

90 

Royal  Pakhoed  NV 

Netherlands 

Univar* 

31 

chemicals 

1,801 

5.1 

692 

91 

Confederation  Life  Insurance 

Canada 

Confederation  Life 

100 

insurance 

1,786 

NA 

7,360 

92 

United  Biscuits  (Holdings)  Pic* 

UK 

Keebler 

100 

food  processing 

1,784 

35.5 

745 

93 

National  Westminster 
Bank  Pic* 

UK 

Natl  Westminster  Bancorp 

100 

banking 

1,764 

91.8 

22,715 

94 

Mitsubishi  Motors 

Japan 

Diamond-Star  Motors 

100 

automotive 

1.700E 

NA 

NA 

95 

Schneider  SA 

France 

Square  D 

100 

electrical  equipment 

1.700E 

NA 

NA 

96 

BOC  Group  Pic* 

UK 

BOC  Group 

100 

gases  &  health  care 

1,655 

103.7 

1,634 

97 

Brascan  Ltd* 
Noranda 

Canada 
Canada 

Noranda  Aluminum 
Fraser 

Northwood  Panelboard 

100 
83 
41 

aluminum 
forest  products 
forest  products 

1,245 
390 
T635~ 

8.3 
NA 

918 
328 

98 

HSBC  Holdings  Pic* 

UK 

Marine  Midland  Banks 

100 

banking 

1,552 

79.3 

17,109 

99 

Moore  Corp  Ltd* 

Canada 

Moore  Business  Forms 

100 

business  forms 

1,535 

NA 

1,093 

100 

Compagnies  des  Machines  Bull* 

France 

Bull  Data  Systems 

100 

information  systems 

1,477 

-321.0 

NA 

*Publicly  traded  in  the  U.S.  in  shares  or  AORs.  Note:  Some 
E:  Estimate.    NA:  Not  available. 

foreign  investors  on  the  list  own  U.S.  companies  indirectly  through  companies  in  italics. 

180 


Forbes  ■  July  19,  1993 


Van  Kampen  Merritt 


HOW  DO  YOU  FIND  HIGH 
INVESTMENT  INCOME  WITH  A 
PROVEN  TJMftK  RECORD? 


ton  Kampen 
Merritt 
U.S. 

Government 
fund 


DIRECTION. 


When  you're  saving  for 
retirement  or  a  college 
education,  you  need  an 
investment  you  can  rely  on  to  reach  your  goal. 

The  Van  Kampen  Merritt  U.S.  Government 
Fund  is  a  proven  performer.  It  invests  primarily  in 
securities  considered  to  be  the  safest  available- 
those  backed  by  the  U.S.  Government.  Compared 
to  similar  investment  choices,  the  Fund  has 
consistently  provided: 


•  High  current  income 

•  Safety  of  principal 

•  Outstanding  total  return  over  time 

Ask  your  investment  representative  for  an 
investor's  brochure  and  a  prospectus  containing  more 
information,  including  charges  and  expenses;  please 
read  them  carefully  before  you  invest  or  send  money. 

Or,  call  direct:  1-800-DIALVKM  ext.  1205 

(1-800-342-5856)  7  days  a  week,  24  hours  a  day. 


Van  Kampen  Merritt 

Investing  With  A  Sense  Of  Direction" 


The  government  guarantee  applies  to  the  securities  in  the  Fund  portfolio,  not  to  the  shares  of  the  Fund.  As  of  3/31  /°3, 6.38%,  9.56%  and 
11.45%  are  the  Class  A  share  1-year,  5  year  and  Life  of  Fund  (inception  5/27/84)  average  annual  total  returns;  1.80%  is  the  Class  B  share 
Life-of  Fund  linception  8/24/92)  cumulative  total  return.  Calculations  include  reinvestment  of  all  distributions  and  payment  of  the  sales  charge 
(4.90%  maximum  for  Class  A  shares  and  up  to  4.00%  for  Class  B  shares.)  The  principal  value  and  investment  return  of  Fund  shares  will  vary 
with  market  conditions  and  may,  when  sold,  be  more  or  less  than  at  the  time  of  purchase.  Past  performance  is  no  guarantee  of  future  results. 
®  denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 


A  gloomy 
picture 
with  a  few 
bright  spots 


Things  didn't  go  well  for  U.S. -based  multinationals  last 
year.  Aggregate  foreign  sales  of  the  100  largest  rose  just 
5.5%,  to  $702  billion.  Their  foreign-source  profits  de- 
clined 9%,  to  S30  billion.  All  the  important  markets  were 
weak:  Japan,  Europe,  Canada. 

Multinational  banks  were  something  of  a  bright  excep- 
tion in  this  dull  picture.  Citicorp  and  Chase  Manhattan 
increased  foreign  revenues  by  14%;  compare  this  with 
slight  declines  in  domestic  revenue.  Robust  Latin  Ameri- 
can operations  helped  a  rejuvenated  Bank  of  Boston  post  a 
58%  jump  in  foreign  revenue. 

Exxon  remains  the  largest  U.S.  multinational.  Its  for- 
eign sales — $79  billion — are  nearly  twice  those  of  second- 
place  General  Motors.  The  oil  giant  gets  77%  of  its 
revenues  from  operations  overseas.  Of  the  1 00  largest  U.S. 
multinationals,  only  57th-ranked  Aflac  Inc.  (formerly 
American  Family)  books  a  higher  percentage  of  its  sales 


abroad  than  does  Exxon.  Aflac's  overseas  subsidiaries, 
mostly  the  insurance  operation  it  owns  in  Japan,  generated 
80%  of  its  consolidated  sales  and  91%  of  profits. 

Time  Warner,  ranked  91,  is,  technically,  the  only  new 
company  on  this  year's  list.  (It  was  included  two  years  ago 
but  did  not  qualify  last  year. )  At  present,  Time  Warner  is 
the  only  entertainment  company  ranked  among  the  larg- 
est U.S.  multinationals,  but  with  the  growing  internation- 
al importance  of  Hollywood  it  could  have  company  in  the 
near  future.  Walt  Disney,  for  example,  just  missed  making 
the  top  100.  Our  computer  ranked  Walt  Disney  105. 

When  figuring  foreign  revenue,  Forbes  excludes  export 
sales  and,  where  possible,  interdivision  sales  (e.g.,  revenue 
generated  within  a  company  by  selling  to  other  foreign 
subsidiaries  of  the  company).  We  do  include  a  company's 
interest  in  unconsolidated  foreign  affiliates. 

-Brian  Zajac 


1992 
Rank 

Company 

foreign 
($mil) 

—Revenue- 
total 
($mil) 

foreign 
as% 
of  total 

foreign 
($mil) 

-Net  profit1 — 
total 
($mil) 

foreign 
as% 
of  total 

foreign 
($mil) 

—Assets — 
total 
($mil) 

foreign 
as% 
of  total 

1 

Exxon 

79,227 

103,160 

76.8 

4.2072 

5,3992 

77.9 

48,205 

85,030 

56.7 

2 

General  Motors 

42,344 

132,429 

32.0 

2,185 

-2,621 

P-D 

44,472 

190,908 

23.3 

3 

IBM 

39,890 

64,523 

61.8 

-1,445 

-6,865 

D-D 

46,597 

86,705 

53.7 

4 

Mobil 

39.0553 

57.389s 

68.1 

1.4822 

1,710* 

86.7 

22,594 

40,561 

55.7 

5 

Ford  Motor 

35,700 

100,132 

35.7 

-1,016 

-502 

D-D 

49.414 

180,545 

27.4 

6 

Texaco4 

26,311 

50,041 

52.6 

7122 

I4862 

•  47.9 

11,155 

29,813 

37.4 

7 

Chevron4 

20,573 

46,612 

44.1 

872 

2,210 

39.5 

12,311 

36,423 

33.8 

8 

Citicorp 

19,249 

31,948 

60.3 

1,266 

722 

175.3 

105.5645 

225.801s 

46.8 

9 

El  du  Pont  de  Nemours 

17.468 

37,208 

46.9 

685 

975 

70.3 

16.011 

38,870 

41.2 

10 

Procter  &  Gamble 

14,582 

29,362 

49.7 

428 

1,872 

22.9 

10.389 

24,025 

43.2 

'From  continuing  operations.    2Net  income  before  corporate  expense,    includes  other  income.    "Includes  proportionate  interest  in  unconsolidated  subsidiaries 
or  affiliates.   5Average  assets.   6Net  income  before  minority  interest.   'Excludes  Canadian  operations.    D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit. 
P-D:  Profit  to  deficit.    NA:  Not  available. 
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1992 

Company 

-Revenue — 

-Net  profit1— 

— Assets — 

Rank 

foreign 

total 

|  \J\ c  Igl  I 

f  nro  ton 
lUTclgll 

tntal 
10  Id  I 

foreign 

foreign 

loiai 

foreign 

($mil) 

($mil) 

as% 

($mil) 

($mil) 

as% 

($mil) 

($mil) 

as% 

of  total 

of  total 

of  total 

11 

Philin  Mnrfi^  Pns 

10,0/  J 

ou.Uoo 

97  7 

1  1  QA 
1,100 

ft 

13,806 

50.014 

27.6 

12 

General  Electric 

9,644 

57,073 

16.9 

447 

4,0U0 

in  d 

X  U.4 

u\  ,LHH 

1Q9  87fi 
1  OY, 0/0 

19  fi 

13 

Dow  Chemical 

9,433 

18,971 

49.7 

228s 

5986 

38.1 

10,809 

25,360 

42.6 

14 

Xerox" 

9,328 

20,458 

45.6 

261 

-256 

P-D 

9,896 

34,902 

28.4 

15 

Hewlett-Packard 

9,198 

16,410 

56.1 

334 

881 

37.9 

5,895 

13,700 

43.0 

16 

l_aoli.lail  TAUUCin 

8  781 

O./Ol 

9(1  181 
£U,10o 

l\7  fi 

4oU 

00/1 

yy4 

/to  0 

4o.o 

Zo\i  08 

on  1 

29.7 

17 

Digital  Equipment 

8,777 

13,931 

63.0 

-421 

-2,310 

D-D 

7  050 

1 1  ?Rd 

J.  1  ,£04 

Ul.J 

18 

United  Technologies 

8,703s 

22.0323 

39.5 

335s 

1236 

272.4 

4,558 

15,928 

28.6 

19 

Coca-Cola 

8,699 

13,074 

66.5 

1,375 

1,884 

73.0 

5,290 

11,052 

47.9 

20 

American  Intl  Group 

8.2617 

18,389 

44.9 

7527 

1,625 

46.3 

31.7127 

79,835 

39.7 

21 

Mntnrnla. 

IVIUlUl  via 

8  017 
o.u  l  / 

lo.oUo 

fin  i 

OU.o 

fin7 

fi7K 
D/D 

aa  n 
00. u 

0,000 

in  C9Q 

o4.D 

22 

Johnson  &  Johnson 

6,850 

13,753 

49.8 

934 

1.625 

57.5 

5,206 

11,884 

40.0 

23 

Minn  Mining  &  Mfg 

6,801 

13,883 

49.0 

339s 

1,260s 

26.9 

4,817 

11,955 

40.3 

24 

ITT 

6,555 

21,651 

30.3 

1756 

-210s 

P-D 

7,284 

58,764 

12.4 

25 

Amoco 

6.0053 

25.4813 

23.6 

227 

850 

26.7 

8,869 

28,453 

31.2 

26 

Ampriran  Tpl  JL  Tpl 

fi.  fi7fl 

0,0/U 

04,  jU4 

8  7 

0./ 

9nn 

1  an7 

o,0U/ 

fi  1 
D.o 

fi  179 
0,0/ 0 

0/ ,100 

Q  A 

27 

American  Express 

5,477 

26,961 

20.3 

104 

436 

23.9 

30,236 

175,752 

17.2 

28 

PepsiCo 

5,419 

21,970 

24.7 

565 

1,302 

43.4 

5,626 

20,951 

26.9 

29 

Chrysler 

5,3683 

36,8973 

14.5 

220 

505 

43.6 

5,516 

40,653 

13.6 

30 

JP  Morgan  &  Co 

5,180 

10,231 

50.6 

1,026 

1,382 

74.2 

43,165 

102,941 

41.9 

31 

J  X 

Phacp  Manhattan 
v^lldoc  ividl  II  id  Udll 

fi  ()M 

11  1  9C, 
ll,l£0 

HO.U 

J71 
4/1 

Doo 

71  7 

1  O.I 

9Q  /I97 

Qfi  Qfi9 

00,00;: 

in  7 
oil./ 

32 

Goodyear  Tire  &  Rubber 

4,998 

11,785 

42.4 

227 

367 

61.9 

3,324 

8,564 

38.8 

33 

UAL 

4,863 

12,890 

37.7 

NA 

-417 

NA 

NA 

12,257 

NA 

34 

Bristol-Myers  Squibb 

4,709 

11,156 

42.2 

513 

2,208 

23.2 

2,956 

10,804 

27.4 

35 

Sara  Lee 

4,525 

13,243 

34.2 

626 

761 

82.3 

4,738 

9,989 

47.4 

oo 

l*Ulgdlc-rdl  11101  Ive 

j  en  1 7 

7  nn  7 
/,uu/ 

fi/i  i 

04Y 

inn 

oUU 

/i  77 
4/  / 

fi9  Q 

9  /1C77 
£.40/ 

fi  /ll/l 
0.4J4 

40.4 

37 

Merck 

4,482 

9,663 

46.4 

5342 

2,3252 

23.0 

3,333 

11,086 

30.1 

38 

Atlantic  Richfield 

4,306 

17,503 

24.6 

251 

1193 

21.0 

5,417 

24,256 

22.3 

39 

Woolworth 

4,288 

9,962 

43.0 

33 

280 

11.8 

2,165 

4,692 

46.1 

40 

Unisys 

4,272 

8,422 

50.7 

207 

296 

69.9 

1,730 

7,509 

23.0 

HI 

4,l/o 

a  a/in 

hi  9 
HI  .L 

/iia 
410 

aa/i 

004 

/I7  1 
4/.J 

1  91/1 

1  /l  QC1 
14,300 

91  fi 

42 

CPC  International 

4.164 

6,599 

63.1 

2456 

4476 

54.8 

3,521 

5,171 

68.1 

43 

Bankers  Trust  New  York 

3,867 

6,550 

59.0 

640 

761 

84.1 

36.547 

72,448 

50.4 

44 

Aluminum  Co  of  America 

3,833 

9,492 

40.4 

3786 

166s 

227.7 

4,547 

11,023 

41.3 

45 

Salomon 

3,824 

8,196 

46.7 

701 

550 

127.5 

46,630 

159,459 

29.2 

to 

Sears,  Roebuck 

1  71fi 
o,/ ID 

oZ,o4o 

7  1 
/.I 

9Q 

9  fifi7 
— £,00/ 

p  n 

r-U 

£,004 

81  fill 

1 1 
0.1 

47 

AMR 

3,700 

14,396 

25.7 

NA 

-475 

NA 

NA 

18,706 

NA 

48 

Tenneco 

3,632 

13,139 

27.6 

-700 

-683 

D-D 

4,069 

16,584 

24.5 

49 

Kmart4 

3,622 

41,067 

8.8 

NA 

941 

NA 

NA 

19,321 

NA 

50 

Safeway 

3,605 

15,152 

23.8 

30 

98 

30.6 

1,048 

5,226 

20.1 

3 1 

uHiene 

1  fi71 
J,J/ 1 

fi  1fil 

fiQ  9 

30  i 

OlJ 

fid  r 

0  0 1  Q 

a  ion 

fi7  1 
u/.J 

52 

McDonald's 

3,384 

7,133 

47.4 

402 

959 

41.9 

5,271 

11,681 

45.1 

53 

International  Paper 

3,377 

13,598 

24.8 

46 

142 

32.4 

4,644 

16,459 

28.2 

54 

Pfizer 

3,342 

7,230 

46.2 

4886 

1,096s 

44.5 

3,461 

9,590 

36.1 

55 

Chemical  Banking 

3,286 

12,174 

27.0 

249 

1,086 

22.9 

29,822 

139,655 

21.4 

'From  continuing  operations.   2Net  income  before  corporate  expense,   includes  other  income.   "Includes  proportionate  interest  in  unconsolidated  subsidiaries 
or  affiliates.    5Average  assets.   6Net  income  before  minority  interest.   'Excludes  Canadian  operations.    D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit. 
P-D:  Profit  to  deficit.    NA:  Not  available. 
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1992 

Company 

—Revenue — 

—Assets — 

-Net  profit1 — 

Rank 

foreign 

total 

foreign 

foreign 

total 

foreign 

foreign 

total 

foreign 

(•pmii) 

r£mih 

as  /o 

^  rtmin 
l+miu 

as  /o 

rtmih 

t:>mN; 

l*miij 

as  /o 

of  total 

of  total 

of  total 

56 

Apple  Computer 

3,202 

7,087 

45.2 

536 

530 

101.1 

1,224 

4,224 

29.0 

57 

Aflac 

3.179 

O  HOC 

3,986 

1(\  0 

/9.8 

1  cc 

166 

183 

Art  7 

90/ 

i n  occ 

1 1  nn  \ 
11,91)1 

8/.1 

58 

Bank  of  Boston 

3,130 

5,292 

59.1 

53 

192 

27.6 

7,606 

32,346 

23.5 

59 

Rhnnp-Poiilenr  Rorer 

3,096 

4,096 

75.6 

230 

423 

54.4 

2,699 

3,858 

70.0 

60 

AlliedSicnal 

3.064 

12,042 

25.4 

23 

535 

4.3 

2,618 

10,756 

24.3 

61 

RJR  Nabisco 

2,964 

15,734 

18.8 

4048 

1,456s 

27.7 

3,204 

32,041 

10.0 

62 

Abbott  Laboratories 

2,934 

7,852 

37.4 

197 

1,239 

15.9 

1,904 

6,941 

27.4 

63 

Intel 

2,826 

5,844 

48.4 

559 

1,067 

52.4 

1,716 

8,089 

21.2 

64 

Monsanto 

2,799 

7,763 

36.1 

-106 

452 

D-P 

2,968 

9,085 

32.7 

65 

Warner-Lambert 

2,784 

5,598 

49.7 

243 

644 

37.7 

1,568 

4,077 

38.5 

66 

Hi  Heinz 

2,734 

6,582 

41.5 

236 

638 

37.0 

2,571 

5,932 

43.3 

67 

Cigna 

2,711 

18,582 

14.6 

-288 

337 

D-P 

5,968 

69,82/ 

0  c 

8.5 

68 

Kelloee 

2,660 

6,191 

43.0 

230 

683 

33.7 

1,815 

4,015 

45.2 

69 

BankAmerica 

2,649 

15,262 

17.4 

288 

1,492 

19.3 

25,979 

180,646 

14.4 

70 

Whirlpool 

2,6457 

7,301 

36.2 

39 

205 

19.0 

1.9177 

6.118 

31.3 

71 

TRW 

2,635 

8,311 

31.7 

73 

194 

37.6 

1,572 

5,458 

28.8 

72 

Texas  Instruments 

2,618 

7,440 

OC  O 

35.2 

MA 

NA 

0JI7 

24/ 

MA 

NA 

o  noo 

i4.9 

73 

Caterpillar 

2,578 

10,194 

25.3 

-249 

-899 

D-D 

2,458 

13,935 

17.6 

73 

Emerson  Electric 

2,578 

7,706 

33.5 

153 

663 

23.1 

2,613 

6,627 

39.4 

75 

Halliburton 

2,5493 

6,5663 

38.8 

-806 

-1256 

D-D 

1,580 

4,736 

33.4 

76 

American  Home  Products 

2,487 

7,874 

31.6 

256 

1,151 

22.2 

1,892 

7.141 

26.5 

77 

Kimberly-Clark4 

2,468 

7,698 

32.1 

34 

345 

9.9 

2,728 

6,348 

43.0 

78 

Ralston  Purina 

2,412 

7,752 

31.1 

26 

321 

8.1 

1,790 

5,151 

34.8 

79 

GTE 

2,369 

19,984 

11.9 

283 

1,787 

15.8 

5,407 

42,144 

12.8 

80 

Federal  Express 

2,355 

7,550 

31.2 

-6139 

239 

D-P 

1,522 

5,463 

27.9 

81 

Eli  Lilly 

2,332 

6,167 

37.8 

416 

828 

50.2 

2,546 

8,673 

29.4 

on 

82 

Manpower 

2,308 

3,187 

72.4 

529 

919 

57.1 

611 

922 

66.3 

83 

Compaq  Computer 

2,2677 

4,100 

55.3 

165 

213 

77.5 

1.2847 

3,142 

40.9 

84 

Baxter  International 

2,256 

8,471 

26.6 

289 

561 

51.5 

1,907 

9,155 

20.8 

85 

Avon  Products 

2,252 

3,810 

59.1 

996 

180s 

55.0 

847 

1,736 

48.8 

86 

WR  Grace 

2,232 

5,518 

40.4 

-60 

79 

D-P 

1,637 

5,599 

29.2 

Q"7 

Great  A&P  Tea 

2,213 

10,449 

21.2 

-21 

-99 

D-D 

666 

3,091 

21.5 

88 

Honeywell 

2,208 

6,223 

35.5 

112 

400 

28.0 

1,507 

4,870 

30.9 

89 

Borden 

2,180 

7,143 

30.5 

_7 

-211 

D-D 

1,718 

5,321 

32.3 

90 

Scott  Paper4 

2,105 

5.257 

40.0 

57 

167 

40.1 

1,986 

6,465 

30.7 

91 

Time  Warner 

2,089 

13,070 

16.0 

67 

86 

77.9 

2.488 

27,366 

9.1 

PPG  Industries 

2,084 

5,814 

35.8 

396 

323s 

12.1 

1,834 

5,662 

32.4 

93 

Phillips  Petroleum 

2,048 

11,933 

17.2 

172 

270 

63.7 

2,380 

11,468 

20.8 

94 

American  Cyanamid 

2,044 

5,268 

38.8 

211 

395 

53.4 

1,323 

5,412 

24.4 

95 

Deere  &  Co 

2.022 

6,931 

29.2 

-34 

37 

D-P 

2,210 

11,446 

19.3 

96 

Rockwell  International 

2.0177 

10,910 

18.5 

62 

483 

12.8 

1.8127 

9,731 

18.6 

97 

Sun  Co 

1,985 

8,626 

23.0 

-231 

-317 

'  D-D 

2,226 

6,071 

36.7 

98 

AMP 

1,979 

3,337 

59.3 

128 

290 

44.1 

1,454 

3,005 

48.4 

99 

Quaker  Oats 

1,977 

5,576 

35.5 

46 

248 

18.5 

948 

3,040 

31.2 

100 

Black  &  Decker 

1,974 

4,780 

41.3 

62 

-73 

P-D 

2,993 

5,392 

55.5 

1From  continuing  operations.    2Net  income  before  corporate  expense,    includes  other  income.    "Includes  proportionate  interest  in  unconsolidated  subsidiaries 
or  affiliates.   5Average  assets.   6Net  income  before  minority  interest.   7Excludes  Canadian  operations.    D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit. 
P-D:  Profit  to  deficit.    NA:  Not  available. 
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■HUBS 


Card! 


VfE'VE  60T  THE  perfeg  vehioe 

f  or  The  Auto  industry. 


North  Carolina  is  strategically  placed  to  take 
advantage  of  the  current  trends  in  the  automotive 
industry.  These  trends  include  higher  quality 
products;  shorter  development  cycles;  increased 
outsourcing  of  sub-components;  cost  cutting;  up- 
grading plant  and  technology;  small  production 
runs;  smooth  labor  relations  and  globalization. 

With  more  than  250  companies  employing  over 
50,000  skilled  workers  making  parts  for  automotive 
assembly  lines  throughout  the  world,  the  state  of 
North  Carolina  is  on  the  fast  track  in  the  auto- 
motive industry. 

A  central  east  coast  location  puts  North  Carolina 
within  one  shipping  day  of  almost  90%  of  cars 
and  trucks  manufactured  in  the  United  States  and 


Canada.  Along  with  a  58-campus  community  college 
system  offering  free  customized  training  for  new  and 
expanding  companies,  the  largest  manufacturing 
work  force  in  the  Southeast,  and  the  lowest  con- 
struction costs  in  the  country,  North  Carolina  has  all 
the  resources  needed  to  outpace  the  competition. 

If  you're  interested  in  what  North  Carolina  can 
do  for  your  company,  call  Richard  J.  Roberson, 
Director  of  Client  Services,  State  of  North  Carolina 
at  (919)  733-4977,  Fax  (919)  733-9265. 

 North  Carolina 

*****  The  Better  Business  Climcite 


North  Carolina  Department  of  Commerce,  Business/ Industry  Development  Dnnsion,  430  N  Salisbury  Sheet,  Raleigh,  North  Carolina  27611 
©  1992,  North  Carolina  Department  of  Commerce,  Business' Industry  Development  Dnnsion 


I,  IV  ■■.«»,» 


Making  foreign 
shares  more 
marketable 


Last  year  the  most  actively  traded  stock  in  the  U.S.  was 
Glaxo  Holdings.  More  than  569  million  of  its  shares 
traded  hands  on  the  New  York  Stock  Exchange.  Not  bad 
for  a  company  that  isn't  even  based  in  the  U.S. 

The  British  pharmaceutical  giant's  equity  that  traded  on 
the  NYSE  wasn't  in  the  form  of  Glaxo  common  shares  but 
rather  of  Glaxo  American  Depositary  Receipts,  or  adrs. 
The  common  shares  trade  in  London,  recently  £5.73 
($8.42)  a  share.  Each  New  York-traded  Glaxo  ADR  repre- 
sents two  common  shares  and  was  recently  at  16%.  The 
higher  price  makes  the  ADR  more  attractive  to  U.S. 
investors — particularly  institutional  investors — because  it 
helps  lower  transaction  costs  and  avoids  some  technical 
margin  requirements. 

adrs  have  been  in  use  since  the  late  1920s.  But  as  capital 
seeks  new  outlets  around  the  world,  and  as  economies 
open  themselves  to  foreign  capital,  the  number  of  compa- 
nies registering  their  adrs  in  the  U.S.  has  accelerated.  Last 
year  almost  $125  billion  worth  of  adrs  changed  hands  in 
the  U.S.,  a  33%  increase  over  1991. 


There  are  currently  almost  1,000  adrs  available  to  U.S. 
investors.  Of  these,  more  than  half  are  sponsored  by  a  U.S. 
bank,  such  as  the  Bank  of  New  York  or  Citibank.  The 
sponsor  keeps  the  common  shares  underlying  the  ADR  in 
its  vaults  and  acts  as  the  intermediary  between  the  U.S. 
investors  and  the  company. 

Unsponsored  adrs  can  be  issued  by  one  or  more 
depositaries,  and  may  be  somew  hat  riskier  than  sponsored 
issues.  For  example,  a  company  with  an  unsponsored  adr 
is  under  no  obligation  to  provide  financial  reports  to  U.S. 
shareholders. 

Charles  Brandes  runs  an  $870  million  global  investment 
portfolio,  San  Diego's  Brandes  Investment  Partners,  that 
makes  extensive  use  of  adrs.  Brandes  feels  that  there  are 
many  good  values  abroad,  particularly  in  Europe.  His 
favorite  markets  are  Switzerland,  Spain,  Italy  and  the  U.K. 
In  the  latter,  he  likes  Hanson,  Grand  Metropolitan  and 
Unilever  because  he  thinks  they  are  priced  cheaper  than 
comparable  U.S.  firms. 

-Steven  Ramos 


Exch 

Company/business 

Country 

ADR 

■EPS 

P/E 

Price/ 

Yield 

Ordinary 

price 

1992 

1993E 

1993E 

cash  flow 

(%) 

shares 

($US) 

($) 

($) 

per  ADR 

q 

•  Ahold/retailing 

Netherlands 

50 

3.36 

3.59 

14.2 

6.4 

2.2 

1.00 

q 

•  Akzo  Group/chemicals 

Netherlands 

40 

4.41 

4.11 

9.8 

4.4 

4.5 

0.50 

n 

•  Alcatel  Alsthom/elec  &  electron 

France 

23 

1.97 

2.05 

11.4 

6.4 

3.5 

0.20 

a 

B.A.T  Industries/multi-industry 

UK 

6 

0  52 

0.59 

11.3 

13.5 

5.6 

1.00 

0 

BASF  Group/chemicals 

Germany 

28 

1.38 

1.15 

25.1 

3.3 

6.8 

0.20 

n 

•  BET  Plc/multi-industry 

UK 

6 

0.20E 

0.38 

18.2 

6.3 

5.2 

4.00 

0 

•  BSN-Groupe/food,  household 

France 

33 

2.15 

2.18 

15.3 

7.9 

2.5 

0.20 

n 

•  Baesa/bev  &  tobacco 

Argentina 

27 

1.18 

1.51 

18.2 

NA 

0.0 

2.00 

n 

•  Barclays/banking 

UK 

28 

-1.48 

0.88 

-32.7 

NA 

4.6 

4.00 

n 

•  Bass/hev  &  tobacco 

UK 

14 

1.44 

1.38 

10.4 

7.7 

5.5 

2.00 

Prices  as  of  May  31,  1993.    •  Sponsored  American  Depositary  Receipt,    a:  American  Stock  Exchange,  n:  New  York  Stock  Exchange.  0:  Over-the-counter, 
q:  Nasdaq.  E:  Estimate.  NA:  Not  available.  NM:  Not  meaningful. 

Sources.-  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 
DataScreen  II;  The  Bank  of  New  York;  Forbes. 
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Exch 

Company/business 

Country 

ADR 

•EPS 

P/E 

Price/ 

Yield 

Ordinary 

price 

1992 

1993E 

1993E 

cash  flow 

(%) 

shares 

($US) 

($) 

($) 

per  ADR 

0 

Bayer  Group/chemicals 

Germany 

166 

14.77 

13.56 

12.3 

4.3 

6.5 

1.00 

n 

•  Benetton/textile.apparel 

Italy 

25 

1.84 

1.70 

14.8 

13.0 

1.9 

2.00 

n 

•  British  Airways/airlines 

UK 

48 

3.91 

4.53 

10.7 

5.0 

4.5 

10.00 

n 

•  British  Gas/utilities 

UK 

45 

2.79 

3.59 

12.6 

14.0 

6.3 

10.00 

n 

•  British  Petroleum/energy 

UK 

57 

-1.80 

3.38 

17.1 

8.6 

3.6 

12.00 

n 

•  British  Steel/metals-steel 

UK 

15 

-1.35E 

-0.31 

NM 

13.2 

2.1 

10.00 

n 

•  British  Telecom/telecomm 

UK 

65 

3.35 

5.47 

12.0 

8.0 

4.7 

10.00 

n 

•  Broken  Hill  Proprietary/energy 

Australia 

38 

2.09E 

2.44 

16.0 

10.2 

2.9 

4.00 

n. 

•  Cable  &  Wireless/telecomm 

UK 

34 

1.93E 

2.02 

17.1 

12.5 

2.5 

3.00 

q 

•  Cadbury  Schweppes/food,  household 

UK 

27 

1.89 

1.94 

14.2 

10.0 

3.8 

4.00 

q 

•  Canon/leisure  goods 

Japan 

65 

1.83 

2.26 

28.9 

8.0 

0.9 

5.00 

0 

•  Cathay  Pacific  Airways/airlines 

Hong  Kong 

7 

0.68 

0.67 

10.6 

6.6 

3.8 

5.00 

0 

•  Cheung  Kong/real  estate 

Hong  Kong 

3 

0.37 

0.44 

8.4 

9.8 

2.8 

1.00 

0 

•  China  Light  &  Power/utilities 

Hong  Kong 

5 

0.25 

0.28 

18.1 

15.3 

2.8 

1.00 

n 

•  Coles  Myer/retaihng 

Australia 

28 

1.82 

1.65 

17.0 

8.9 

3.7 

8.00 

q 

•  Compania  Cervecerias/bev  &  tobacco 

Chile 

17 

1.00 

0.89 

20.1 

NA 

1.2 

5.00 

n 

•  Compania  Tele  De  Chile/telecomm 

Chile 

64 

3.85 

4.17 

15.6 

NA 

2.3 

17.00 

0 

•  Continental  Group/industrial  comp 

Germany 

24 

1.93 

1.30 

18.8 

4.2 

0.0 

0.20 

0 

•  Credit  Suisse  Group/banking 

Switzerland 

18 

1.29 

1.58 

11.7 

NA 

3.1 

0.01 

0 

Daimler-Benz  Group/automobiles 

Germany 

352 

19.49 

11.48 

30.7 

3.1 

3.6 

1.00 

0 

Deutsche  Bank  Group/banking 

Germany 

427 

24.80 

37.77 

11.3 

NA 

3.4 

1.00 

q 

•  Dresdner  Bank/banking 

Germany 

23 

1.63 

1.83 

12.6 

NA 

4.9 

0.10 

q 

»  Electrolux  Group/appliances 

Sweden 

30 

0.43 

1.00 

30.8 

4.8 

2.8 

1.00 

n 

•  Elf  Aquitaine  Group/energy 

France 

35 

2.27 

2.28 

15.4 

4.8 

5.2 

0.50 

n 

•  Empresas  ICA  Sociedad/ 

Mexico 

18 

1.56 

1.70 

10.9 

NA 

0.9 

1.00 

q 

•  LM  Ericsson/elec  &  electron 

Sweden 

45 

0.40 

1.13 

40.0 

25.0 

1.1 

1.00 

n 

•  Fiat  Group/automobiles 

Italy 

20 

0.84 

-0.91 

NM 

3.9 

1.7 

5.00 

0 

•  Fletcher  Challenge/forest  products 

New  Zealand 

14 

-0.60 

0.60 

24.8 

4.7 

5.1 

10.00 

q 

Fuji  Photo  Film/leisure  goods 

Japan 

49 

2.31 

2.74 

18.2 

NA 

0.7 

2.00 

q 

•  Gambro/personal  care 

Sweden 

51 

of 

2.78 

2.79 

18.6 

14.2 

1.2 

1.00 

n 

•  Glaxo  Holdings/personal  care 

UK 

19 

1.21 

1.25 

15.2 

14.0 

3.8 

2.00 

n 

•  Grand  Metropolitan/multi-industry 

UK 

24 

2.22 

2.00 

12.3 

12.4 

4.0 

4.00 

0 

•  Groupe  Havas/services 

France 

20 

0.86 

0.94 

21.6 

14.4 

2.8 

0.25 

n 

•  Hafslund  Nycomed/personal  care 

Norway 

18 

1.75 

1.92 

9.7 

7.9 

1.7 

1.00 

n 

•  Hanson/multi-industry 

UK 

17 

2.05 

1.33 

13.4 

8.6 

6.4 

5.00 

n 

•  Hitachi/elec  &  electron 

Japan 

78 

1.89 

2.41 

32.8 

4.8 

1.3 

10.00 

0 

Hoechst  Group/chemicals 

Germany 

77 

5.06 

4.32 

17.9 

3.6 

5.7 

0.50 

n 

•  Honda  Motor/automobiles 

Japan 

24 

0.63 

0.84 

29.7 

6.1 

1.1 

2.00 

n 

•  Hong  Kong  Telecom/telecomm 

Hong  Kong 

44 

2.25E 

2.52 

17.5 

17.0 

3.8 

30.00 

0 

Hutchison  Whampoa/multi-mdustry 

Hong  Kong 

14 

0.65 

1 .04 

13.9 

16.9 

2.5 

5.00 

n 

•  Imperial  Chemical  Industries/chemicals 

UK 

77 

3.45 

3.94 

19.8 

32.1 

5.7 

4.00 

q 

•  Ito-Yokado/retailing 

Japan 

157 

4.97 

6.70 

23.4 

12.7 

0.8 

4.00 

q 

Japan  Air  Lines/airlines 

Japan 

15 

-0.36E 

-0.29 

NM 

14.5 

0.0 

2.00 

0 

•  Jardine  Matheson  Hldgs/multi-industry 

Hong  Kong 

7 

0.04 

0.08 

NM 

11.7 

2.4 

1.00 

n 

•  KLM  Royal  Dutch  Airlines/airlines 

Netherlands 

14 

-2.66E 

-0.83 

NM 

2.4 

3.9 

1.00 

Prices  as  of  May  31,  1993.    •  Sponsored  American  Depositary  Receipt,    a:  American  Stock  Exchange,  n:  New  York  Stock  Exchange.  0:  Over-the-counter, 
q:  Nasdaq.  E:  Estimate.  NA:  Not  available.  NM:  Not  meaningful. 

Sources:  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 
DataScreen  II;  The  Bank  of  New  York;  Forbes. 
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Exch 

Company/business 

Country 

ADR 

-EPS  

P/E 

Price/ 

Yield 

Ordinary 

price 

1992 

1993E 

1993E 

rich  f InW 
Lu  Jl  1  1  IUW 

\  'Of 

shdrss 

($US) 

($) 

($) 

per  ADR 

q 

Kirin  Brewery/bev  &  tobacco 

Japan 

126 

3.58 

4.18 

30.4 

15.4 

0.7 

10.00 

.  o  ■. 

•  Komatsu/machinery  &  eng 

Japan 

1  Clt 

lo4 

0.49 

2.24 

73.3 

1  0  0 

18.8 

n  n 

0.9 

20.00 

n 

•  Kubota/machinery  &  erg 

Japan 

119 

0.64 

1.12 

NM 

25.0 

0.9 

20.00 

n 

•  Kyocera/electronic  comp 

Japan 

102 

2.06 

2.77 

37.1 

18.7 

0.9 

2.00 

o 

L'Oreal  Group/personal  care 

france 

39 

1.42 

1.66 

23.7 

17.7 

1.4 

0.20 

q 

•  LVMH  Group/bev  &  tobacco 

France 

134 

7.22 

7.82 

17.2 

14.9 

2.8 

0.20 

q 

•  Makita/elec  &  electron 

Japan 

lb 

n  ac 

l).4b 

n  cc 

O.bb 

24.2 

15.0 

i  n 
1.0 

1.00 

n 

•  Matsushita  Electric  Ind/appliances 

Japan 

119 

1  44 

2.76 

43.2 

7.0 

1.0 

10.00 

o 

Mitsubishi/trading 

Japan 

100 

1.47 

2.36 

42.7 

19.2 

0.7 

10.00 

n 

•  Mitsubishi  Bank/banking 

Japan 

25 

0.17 

0.20 

NM 

NA 

0.3 

1.00 

q 

•  NEC/elec  &  electron 

Japan 

46 

-1.18 

-0.55 

NM 

5.5 

1.0 

5.00 

3 

•  NFC/trucking,  RR 

1  HI 

UK 

on 

i  1 1 
1.1/ 

1.09 

18.4 

1  1  c 

11.6 

3.3 

5.00 

0 

•  Neptune  Orient  Lines/sbipping 

Singapore 

4 

0.15 

0.20 

22.5 

5.4 

2.8 

4.00 

0 

•  Nestle/food,  household 

Switzerland 

79 

5.19 

5.75 

13.9 

9.0 

2.1 

0.10 

n 

•  News  Corporation/media 

Australia 

41 

2.12 

3.02 

13.6 

13.0 

0.4 

8.00 

0 

•  Nintendo/leisure  goods 

Japan 

11 

0.65 

0.80 

14.4 

14.5 

0.7 

0.13 

q 

•  Nissan  Motor/automobiles 

Japan 

13 

n  oc 

n  nc 

U.Ub 

NM 

a  n 

n  n 
0.9 

o  nn 

2.00 

n 

•  Norsk-Hydro/energy 

Norway 

26 

0.13 

1.15 

23.3 

7.4 

1.7 

1.00 

n 

•  Novo-Nordisk/personal  care 

Denmark 

91 

5.65 

6.16 

14.8 

10.5 

0.7 

1.00 

q 

•  Pacific  Dunlop/multi-industry 

Australia 

13 

0.74 

0.77 

17.4 

11.8 

4.3 

4.00 

0 

•  Pernod-Ricard/bev  &  tobacco 

France 

17 

1.03 

1.10 

15.9 

12.2 

3.4 

0.25 

0 

•  Petrof  ina/energy 

Belgium 

2b 

0.62 

1.07 

23.9 

6.3 

3.4 

0.10 

n 

•  Philips  Group/appliances 

Netherlands 

15 

0.57 

0.79 

19.4 

2.3 

0.0 

1.00 

n 

•  Pioneer  Electronic/appliances 

Japan 

22' 

0.48 

0.61 

36.9 

9.1 

1.0 

1.00 

q 

•  Rank  Organisation/leisure 

UK 

11 

0.12 

0.70 

15.7 

17.7 

5.6 

1.00 

n 

•  Repsol/energy 

Spain 

25 

2.34 

2.07 

12.3 

6.2 

3.3 

1.00 

q 

•  Reuters  Holdings/services 

UK 

63 

3.28 

3.28 

19.3 

12.7 

2.1 

3.00 

n 

•  Royal  Dutch  Petroleum/energy 

Netherlands 

94 

6.36 

6.25 

15.1 

7.4 

5.0 

1.00 

0 

•  Royal  Nedlloyd  Group/shipping 

Netherlands 

8 

-0.66 

-0.57 

NM 

2.5 

0.0 

0.50 

0 

Siemens  Group/elec  &  electron 

Germany 

76 

4  06 

5.12 

14.9 

5.3 

3.3 

0.20 

n 

•  SmithKline  Beecham/personal  care 

UK 

37 

2.41 

2.42 

15.5 

13.9 

2.6 

5.00 

n 

•  Sony/appliances 

Japan 

41 

0.78 

1.04 

40.1 

5.6 

1.1 

1.00 

0 

Swire  Pacific/multi-industry 

Hong  Kong 

10 

0.72 

0.78 

13.5 

9.7 

2.5 

2.00 

n 

•  Telecom  Corp  New  Zealand/telecomm 

New  Zealand 

32 

2.02E 

2.28 

14.1 

11.8 

5.2 

20.00 

n 

•  Telefonica/telecom  m 

Spain 

33 

2.55 

2.23 

15.0 

3.0 

4.4 

3.00 

0 

Thyssen  Group/metals-steel 

Germany 

20 

1.29 

0.39 

52.9 

2.3 

5.7 

0.20 

q 

•  Tokio  Marine  &  Fire/insurance 

Japan 

62 

0.85 

1.03 

59.9 

NA 

0.6 

5.00 

n 

•  Total  Group/energy 

France 

24 

1.41 

1.58 

15.7 

6.7 

3.9 

0.50 

q 

Toyota  Motor/automobiles 

Japan 

30 

0.97 

0.98 

31.3 

8.6 

1.2 

2.00 

n 

•  Unilever/food,  household 

UK 

63 

4.87 

5.00 

12.7 

10.3 

2.7 

4.00 

0 

•  United  Overseas  Bank/banking 

Singapore 

9 

0.65 

0.73 

12.7 

NA 

1.7 

2.00 

n 

•  Vodafone  Group/telecomm 

UK 

67 

3.55E 

3.59 

1.8.7 

16.3 

2.0 

10.00 

0 

•  Volkswagen  Group/automobiles 

Germany 

39 

0.30 

-1.85 

NM 

2.1 

1.0 

0.20 

n 

•  Wellcome/personal  care 

UK 

12 

0.54 

0.75 

16.1 

15.8 

2.3 

1.00 

n 

•  Western  Mining/metals-nonfer 

Australia 

15 

0.52 

0.36 

43.7 

18.3 

1.4 

4.00 

Prices  as  of  May  31,  1993.    •  Sponsored  American  Depositary  Receipt,    a-  American  Stock  Exchange,  n:  New  York  Stock  Exchange.  0:  Over-the-counter. 

q:  Nasdaq.  E:  Estimate.  NA:  Not  available.  NM:  Not  meaningful. 

Sources:  Morgan  Stanley  Capital  International  Perspective  and  the  International  Edition  of  the  Institutional  Brokers  Estimate  System  (IBES)  via  Randall-Helms 

DataScreen  II;  The  Bank  of  New  York;  Forbes. 
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Imagine 
a  control 
system  so 
smart  it 
squeezes  oil 
from  ice 
water. 


Wringing  the  final  drops  of  oil 
from  North  Sea  wells  over- 
whelms most  control  systems. 
When  a  special  oil  fractionation 
ship  was  launched  for  North  Sea 
duty,  AEG  was  on  board  with  the 
only  controller  that  could  sample 
critical  data  every  17  milli- 
seconds. AEG  provided  single- 
source  for  12  man/machine 
interface  devices,  two  high 
performance  Modicon  PLCs  with 
fiber  optic  remote  I/O  links,  co- 
processors, and  software  tied 
to  redundant  computers  over  a 
high  speed  network.  But  the  real 
difference  was  connectivity. . . 
because  AEG  has  the  fastest, 
most  flexible  communications 


I  anywhere-even  the  North  Sea. 


AEG  Corporation  is  headquarter- 
ed in  New  Jersey  and  operates 
in  three  fields  of  activity: 

Automation 
■ 

Transportation 
■ 

Microelectronics 


AEG 


Member  of  the  Daimler-Benz  Group 


Your  home  computer  can  pull  in  quotes,  news  and 
financial  data  on  companies  from  around  the  globe. 

Going 

international 


By  Steve  Kichen 

THE  AVERAGE  U.S.  stock  sells  for  24 
times  latest  12-month  earnings,  but 
the  Hong  Kong  market  has  a  P/E 
multiple  of  16,  while  Spain's  P/E  is 
only  13.  Lower  multiples  are  not  the 
only  lure  of  some  foreign  markets. 
The  Institutional  Brokers  Estimate 
System  expects  corporate  earnings  to 
jump  60%  between  1992  and  1994  in 
the  U.K.  and  66%  in  Australia.  The 
U.S.  forecast:  up  47%. 

But  if  you  want  to  invest  abroad, 
you  had  better  take  steps  to  keep 
informed.  In  Japan  and  some  other 


countries,  most  companies  do  not 
report  quarterly  results.  And  account- 
ing standards  may  be  different.  "Ger- 
man companies  tend  to  depreciate 
fixed  assets  much  faster  than  British  or 
American  companies,"  says  Jean- 
Marie  Kveillard,  manager  of  the  So- 
gen  International  Fund. 

Then  there  is  currency  risk.  When 
you  buy  a  foreign  stock,  your  invest- 
ment will  be  somewhat  at  the  mercy 
of  the  movements  of  the  local  curren- 
cy against  the  dollar. 
I  If  you  have  a  computer,  however, 
I  there  are  resources  available  for  keep- 
ing you  informed.  For  example,  using 
your  computer  you  can  get  current 
quotes,  a  price  history  and  a  1992 
income  statement  on  J.  Sainsbury,  a 
$16.3  billion  (sales)  British  retailer, 
just  about  as  easily  as  you  could  for 
IBM  or  AT&T.  Cross-licensing  deals 
between  vendors  make  it  possible  to 
access  many  of  the  same  databases 
regardless  of  whether  you  dial  into 
CompuServe,  Dow  Jones  News  Re- 
trieval, Charles  Schwab's  Equalizer  or 
other  services. 

idd  Information  Services,  for  ex- 
ample, has  the  Tradeline  Internation- 
al database  of  historical  prices  on 


Where  to  get  information 


Service 

FOREIGN  EQUITIES 

Dial/Data 

Dow  Jones  News  Retrieval 

Global  Report  (Citibank) 
Tradeline  International  (IDD) 

Worldscope 

CURRENCIES 

BMI 

FutureSource 
InfoTech  (CRB) 
S&P  Comstock 


Vendor 

Dial/Data 

Dow  Jones  News  Retrieval 
CompuServe 

Dow  Jones  News  Retrieval 
Dow  Jones  News  Retrieval 


Bonneville  Market  Information 


Oster  Communications 


Knight-Ridder  Financial  Publishing 


Available  data  and  services 


15-minute  delayed  quotes 

from  several  international  stock  markets 

International  news  service 


International  news  service;  stock  quotes 

Historical  stock  quotes  on 
over  16,000  foreign  stocks 

Financial  reports  on  7,200 
foreign  companies 


McGraw-Hill 


Real-time  quotes;  news  feeds; 
trend  analysis 

Real-time  quotes;  news; 
technical  analysis  &  graphics 

CD-ROM  with  prices  back  to 
1972;  daily  electronic  updates 

Real-time  quotes 


Fixed  cost 


$35  initial  fee; 
$50/month 

$30  Dow  subscription;  $18/year  after  first  year; 
$30/month  when  used  8  p.m.  to  6  a.m.  local  time 

$50  CompuServe  membership  kit;  $9/month1 

$30  Dow  subscription; 
$18/year  after  first  year2 

$30  Dow  subscription; 
$18/year  after  first  year3 


$400  installation; 
$289/month 

$800  installation; 
$625/month 

$2,295  first  year; 
$1,145  subsequent  years 

$500  to  $650  installation;  $420/month 


Note:  These  are  sample  fee  schedules.  Most  vendors  offer  several  pricing  plans.  Variable  cost:  $35/hour.  Variable  cost:  $0.10/quote  +  $1.95/minute  +  $1.14 
per  1,000  characters  from  6  a.  m.  to8  p.m.;  $0.10/quote  + $0.15/minute  +  $0.30  per  1,000  characters  during  other  hours.  Variable  cost:  $9  per  company  report 
+  $1.95/minute  +  $1.14  per  1.000  characters  from  6  a.m.  to  8  p.m.;  $3  per  company  report  +$0.1 5/mmute  +  $0.30  per  1,000  characters  during  other  hours. 
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fou  may  change  your  view  of  Airbus  Industrie  when 
rou  know  how  wide  our  own  view  is. 


Airbus  Industrie's  approach  to  the  civil  aircraft  industry  is  far  more  global  than  our  European  origin  might  suggest, 
r  example,  Airbus  parts  are  currently  sourced  from  some  500  companies  in  35  states  across  the  USA.  It's  our  policy 
ways  to  seek  out  the  best  possible  equipment  and  expertise:  anywhere  in  the  world. 


R  MORE  INFORMATION  ON  AIRBUS  INDUSTRIE  PLEASE  WRITE  TO  COMMUNICATIONS  DEPARTMENT.  AIRBUS  INDUSTRIE  OF  NORTH  AMERICA,  S93  HERNDON  PARKWAY.  HERNDON,  VA  22070 


IfttlSTICAt  SPOTLIGHT 


16,000  foreign  stocks,  1,100  market 
indexes  and  160  currency  exchange 
rates.  Tradeline  also  carries  a  handful 
of  financial  items  such  as  dividend  and 
latest  per-share  earnings.  You  can  ac- 
cess Tradeline  through  Dow  Jones 
News  Retrieval.  Foreign  quotes  cost  a 
dime  apiece  for  each  day's  prices,  so  to 
get  a  year's  worth  of  a  stock's  closing 
prices  would  run  $25. 

That's  on  top  of  three  other  Dow 
Jones  News  Retrieval  fees:  a  subscrip- 
tion fee  of  $30  the  first  year  and  $18 
annually  thereafter;  an  on-line  charge 
of  $9  to  $1 17  an  hour,  depending  on 
the  time  of  day;  and  a  data  charge  of 
30  cents  to  $1.14  per  1,000  charac- 
ters, depending  on  the  time  of  day. 

In  other  words,  you  will  have  to 
spend  some  money  to  stay  informed. 

For  about  $7.50  you  can  screen  the 
100  issues  of  London's  Financial 
Times  index  to  find  the  ten  best- 
performing  stocks  since  the  start  of 
the  year,  and  produce  a  report  show- 
ing stock  price,  year-to-date  perfor- 
mance, latest  12-month  earnings  and 
indicated  dividend. 

Dial/Data,  a  division  of  Track  Data 
in  New  York  City,  has  15-minute 
delayed  quotes  on  stocks  traded  on 
the  London,  Paris,  Amsterdam,  Zu- 
rich or  Frankfurt  stock  exchanges,  as 
well  as  on  issues  that  trade  on  the 
Montreal  and  Toronto  stock  ex- 
changes. A  subscription  to  Dial  re- 
quires a  $35  initial  fee,  and  there  are  a 
number  of  data  pricing  plans.  For  a 


monthly  fee  of  $50,  for  example,  you 
can.  get  current  quotes  plus  histories. 

A  drawback  with  Dial/Data — and 
most  foreign  pricing  services — fs  that 
histories  don't  go  back  very  far.  Pric- 
ing files  for  most  countries  covered  by 
Dial/Data' start  in  1992.  Most  users 
download  Dial/Data  into  analysis 
software  such  as  Metastock  or  aiq, 
but  you  can  get  quotes  with  almost 
any  communications  program. 

News?  Dow  Jones  News  Retrieval 
sells  off-hours  access  to  international 
news  and  a  selection  of  other  Dow 
services  (but  not  Tradeline  Interna- 
tional) for  a  flat  $30  a  month:  Off- 
hours  are  between  8  p.m.  and  6  a.m., 
local  time. 

Dow's  rival,  CompuServe,  offers 
Citibank's  Global  Report,  a  compre- 
hensive news  service  that  is  updated 
24  hours  a  day.  Global  Report  also 
pulls  in  delayed  stock  quotes,  and 
later  this  summer  CompuServe  will 
add  Reuters  international  quotes. 

Prodigy  is  expanding  its  interna- 
tional coverage.  It  currently  offers  an 
international  business  report  spon- 
sored by  AT&T,  as  well  as  certain  por- 
tions of  the  Dow  Jones  News  Retriev- 
al. Prodigy  runs  $15  a  month;  the  first 
two  hours  of  Dow  Jones  News  Re- 
trieval are  free,  with  additional  usage 
running  between  $3.60  and  $4.80  an 
hour  (rates  drop  the  more  it  is  used). 

Investors  prepared  to  spend  tens  of 
thousands  of  dollars  for  professional 
information  services  can  choose  from 


systems  such  as  Lotus  One  Source.  It 
delivers,  via  compact  disc,  a  number 
of  databases,  including  the  Institu- 
tional Brokers  Fstimate  System  of 
international  estimates  and  World- 
scope,  a  database  that  covers  7,200 
foreign  companies  as  well  as  several 
thousand  U.S.  firms.  Subscribers  can 
get  updates  via  monthly  mailed  disks 
and  weekly  price  updates  via  modem. 

Worldscope  is  also  available  on 
Dow  Jones  News  Retrieval.  You  can't 
screen,  but  you  can  get  tearsheet-like 
reports  on  international  companies 
for  $9  per  stock  during  business  hours 
and  $3  a  report  during  evening  hours, 
plus  the  usual  per-hour  and  per-char- 
acter  charges. 

What  about  buying  foreign  stocks 
electronically?  Presently  only  Ameri- 
can Depositary  Receipts  can  be  traded 
by  PC  through  services  such  as  Fidelity' 
On  Line  Express  or  the  Equalizer 
from  Charles  Schwab.  The  commis- 
sion fee  for  adrs  is  the  same  as  it  is  for 
domestic  securities. 

If  you  are  buying  anything  other 
than  an  ADR,  be  prepared  for  consid- 
erable headaches  translating  your  dol- 
lars into  a  foreign  currency,  getting  an 
order  placed,  translating  your  foreign 
dividends  back  into  dollars  and  con- 
tending with  tax  collectors  on  both 
sides  of  the  ocean. 

International  research  and  trading 
is  neither  cheap  nor  easy,  but  it  is 
getting  cheaper  and  easier  every 
day.  BB 


Forex 

If  you're  in  foreign 
stocks,  you  are  in  the  for- 
eign exchange  market, 
whether  you  want  to  be  or 
not.  Why  not  make  the 
best  of  the  situation  and 
consider  currencies  a  sep- 
arate profit  center?  If  you 
want  to  hedge  away  your 
currency  exposure,  for  ex- 
ample, you  should  be  able 
to  figure  out  the  best  \\  ay  to 
do  the  hedges  and  wheth- 
er those  trades  are  helping 
or  hurting  you. 

A  comprehensive 
source  of  computerized 
foreign  exchange  data, 
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featuring  real-time  quota- 
tions from  the  Chicago 
Mercantile  Exchange,  is  of- 
fered by  Bonneville  Mar- 
ket Information  (bmi)  in 
Salt  Lake  City.  This  ser- 
vice ains  $237  a  month  for 
data  plus  $52  a  month  for 
exchange  fees.  There's  also 
a  one-time  installation  fee 
of  about  $400.  Data  come 
via  satellite  or,  in  some 
populous  areas,  via  FM  side- 
band radio. 

If  you  don't  need  live 
quotes,  consider  crb  Info- 
Tech  from  Knight- Rid- 
der  Financial  Publishing  in 
Chicago.  Subscribers  re- 
ceive one  compact  disc  per 


year  with  historical  infor- 
mation from  as  far  back  as 
1972,  plus  daily  price  up- 
dates the}'  can  pull  in  by 
modem  each  evening. 
The  first  year  of  CRB  Info- 
Tech  costs  $2,295;  sub- 
sequent years,  $1,145. 

Subscribers  to  Compu- 
Serve (base  fee,  $9  a 
month)  pay  $35  per  hour 
for  access  to  the  Citibank 
Global  Report,  with  in- 
ternational economic  news 
and  constantly  updated 
exchange  rates.  Also  on 
CompuServe  is  MMS  In- 
ternational, with  reports  on 
worldwide  currency,  debt 
and  equity  markets  at  $5 


each,  idd  Information 
Services'  Tradeline  Interna- 
tional database,  available 
via  Dow  Jones  News  Re- 
trieval (see  story),  has  his- 
torical and  current  currency 
quotes  at  a  dime  each. 

Forex  is  not  for  pikers, 
but  you  don't  have  to  be  a 
billionaire  to  trade.  Chi- 
cago Merc  futures  come  in 
lots  worth  about 
$100,000.  Options  on  sev- 
en currencies  plus  the  Eu- 
ropean Currency  Unit 
trade  on  the  Philadelphia 
Exchange;  contracts  con- 
trol about  $50,000 
worth  of  currency. 

-Eric  S.  FIardy  tm 
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JOSHUA  LEVIN! 


Can  advertising  and  PR  overcome  religion-crazed 
gunmen?  Egypt,  its  vital  tourism  badly  hurt 
by  terrorism,  is  about  to  find  out. 

Damage  control 


By  Lisa  Gubernick 

Preparing  for  a  trip  to  Egypt,  I  called 
Adel  Akladios,  head  of  the  American 
Express  outpost  in  Egypt  and  vice 
chairman  of  the  tourism  committee  of 
Egypt's  American  Chamber  of  Com- 
merce. Could  I  see  him  in  Cairo? 
Akladios  had  just  one  question:  "Why 
are  you  going  to  Egypt?" 

"It's  my  mother's  75th 
birthday,"  I  explained. 
"And  Egypt  was  where  she 
wanted  to  go." 

"Thank  goodness  for 
people  like  you  and  your 
mother,"  he  replied.  "This 
has  been  a  terrible  year." 

Last  October  Islamic  ter- 
rorists expanded  their  war 
against  the  Egyptian  gov- 
ernment hy  striking  at  tour- 
ism, Egypt's  biggest  source 
of  hard  currency.  Three  for- 
eign tourists  were  killed 
and  34  wounded.  Foreign- 
ers predictably  started 
choosing  other  vacation 
destinations. 

According  to  govern- 
ment figures,  tourism  is 
down  20%,  but  the  real 
numbers  are  very  likely 
higher.  Indeed,  Abercrom- 
bie  &  Kent,  one  of  the  larg 
est  tour  operators  working 
in  Egypt,  reports  cancel- 
ations of  about  40%,  with 
forward  bookings  down 
50%  from  last  year's  pace. 

According  to  Fouad  Sul- 
tan, Egypt's  minister  of 
tourism,  Egypt  has  lost 
over  S400  million  in  reve- 
nue and,  if  the  downturn 
continues,  will  be  out  $1 
billion.  This,  of  course,  is 
what  the  gunmen  want:  to 
wreck  the  economy  in  or- 
der to  turn  people  against 


the  government. 

For  damage  control,  Egypt's  mid- 
dle-of-the-road government  has,  pre- 
dictably, launched  an  advertising  and 
public  relations  campaign.  Ad  agency 
Saatchi  &  Saatchi  is  producing 
Egypt's  first  televised  ad  campaign, 


scheduled  for  fall.  U.S.  public  rela 
tions  agency  Burson-Marsteller,  a  di 
vision  of  Young  &  Rubicam,  takes  or 
the  job  of  persuading  tourists  that 
w  hat  the  heck,  Cairo  is  actually  safei 
than  New  York  City  or  Miami.  An 
other  Burson  strategy  is  to  take  the 
focus  off  terrorism  by  peddling  stone: 
on  things  like  archeological  finds  ir 
Giza,  near  the  pyramids,  and  Red  Se; 
resorts  and  beaches  little  known  t< 
most  American  travelers. 

"People  hear  'The  Middle  East 
and  they  associate  it  with  problems,' 
says  Abdel-Moneim  Rashad,  whi 
heads  the  American  office  of  th( 
Egyptian  Tourist  Authority.  "Now 
we  say  we're  part  of  the  Eastern  Medi 
terranean  Region.  It's  Greece,  it': 
Israel,  it's  the  cradle  of  civilization— ^ 


The  Egyptian  Pyramid  of  Kephren,  near  Cairo 
It's  now  in  the  "Eastern  Mediterranean"— not  the  Middle  East. 
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nd  beaches.11  At  the  annual  conven- 
ion  of  the  American  Society  of  Travel 
igents  in  September,  Egypt's  booths 
/ill  be  under  the  banner  of,  you 
;uessed  it,  "Eastern  Mediterranean 
Legion.1 1 

Saatchi  &  Saatchi,  meanwhile,  is 
utting  the  finishing  touches  on  a 
sries  of  three  30-second  ads.  The 
pots  include  a  satellite  shot  of 
ifrica,  pyramids,  a  sphinx,  fishing  on 
lie  Red  Sea  and  scuba  diving,  as  a 
oice-over  intones  "Use  your  imagi- 
ation.  .  .  .  Come  to  Egypt.11 

Or  maybe  they  should  talk  to  my 
lother,  who  says  of  her  recent  trip  to 
Igypt:  "I  loved  watching  the  river 
fe,  and  all  the  men  in  caftans  were 
ery  gracious.  I  intend  to  go  back 
efore  I'm  80. 11  H 


Marketers  rush  to  bring  to  market 
low-sodium,  low-fat  and  low-calorie 
snack  foods.  But  let's  face  it, 
a  chip  is  just  a  vehicle 
for  fat  and  salt. 

Chip 
mania 


By  Toddi  Gutner 


Consider  the  potato  chip,  that 
quintessential  American  snack  food: 
slam-bang  flavor  in  an  evanescent  wa- 
fer designed  to  be  consumed  in  mas- 
sive quantities.  For  what  it  is,  the 
potato  chip  works  about  as  well  as  any 
product  ever  invented. 

So  why  fiddle  with  perfection?  Be- 
cause of  an  equally  American  paradox : 
the  belief  that  ingenuity  can  over- 
come reality.  Out  there,  somewhere, 
surely  exists  a  chip  that  tastes  great 
but  isn't  just  a  vehicle  for  fat  and  salt. 

And  sure  enough,  America  is  in 
the  midst  of  a  chip  explosion,  driven 
by  marketers  trying  to  convince  us 
that  different  is  better.  Walk  into  any 
specialty  food  store  or  gourmet  deli 
these  days  and  you'll  find  parsnip, 
yucca  and  taro  chips,  jalapeno  and 
sunflower  blue  corn  chips,  fat-free 
chips,  cholesterol-free  chips,  chips 
that  are  baked  and  chips  that  are 
microwaved — with  and  without  the 
skins  on. 

In  the  snack  food  category  that 
includes  potato  chips,  pretzels  and 
popcorn,  463  new  products  hit  the 
shelves  in  1991,  and  another  486  last 
year.  Potato,  tortilla  and  corn  chip 
sales  grew  23%,  from  $6.2  billion  to 
$7.6  billion,  between  1988  and  1992, 
with  much  of  the  growth  coming 
from  new  flavor  and  specialty  chips.  In 
the  category  that  includes  vegetable 
chips,  sales  last  year  were  up  9%,  to 
$153  million. 

Among  the  most  successful  of  these 
newfangled  snacks  is  Terra  Chips, 
made  from  taro  flavored  with  beet 


juice,  yucca,  sweet  potato,  Cuban 
sweet  potato  (called  batata)  and  pars- 
nip fried  in  canola  or  peanut  oil.  Two 
Brooklyn-based  chefs — Dana  Sinkler, 
33,  and  Alexander  Dzieduszycki, 
32 — started  frying  up  these  root  vege- 
tables three  years  ago.  They  hired  a 
top  design  firm  to  create  a  swanky 
metallic  silver  and  black  bag.  Then 


\ 


Louise's  Fat-Free  Chips 

Baked  in  a  high-intensity  microwave; 

emery-board  taste. 


they  started  peddling  the  chips  to 
department  stores  like  Neiman  Mar- 
cus and  Saks  and  prestigious  restau- 
rants like  Chicago's  Four  Seasons  to 
cultivate  a  sophisticated  image. 

If  standard  potato  chips  are  polyes- 
ter, Terra  Chips  are  decidedly  haute 
couture — at  haute  couture  prices:  A 
2-ounce  bag  sells  for  $2,  while  the 
6.5-ounce  bag  retails  anywhere  from 
$4.95  at  delis  to  $8.95  at  specialty 
stores.  Jack  Acree,  Terra  Chips'  vice 
president  of  sales  and  marketing,  in- 
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Terra  Chips 

Yucca,  sweet  potato  and  parsnip; 
plus  plenty  of  oil  and  salt. 


sists  that  the  cost  of  labor  and  import- 
ed vegetables  justifies  the  high  price. 
But  no  justification  seems  necessary. 
Terra  Chips  sold  an  estimated  $10 
million  last  year  at  margins  that  prob- 
ably hover  somewhere  around  12%. 
This  has  nothing  to  do  with  the  price 
of  beets. 

Terra  Chips  won't  ever  threaten 
Frito-Lay,  which,  with  an  over  50% 
share  of  the  salty  snack  market,  gen- 
erates over  a  billion  pounds  of  the 
stuff  per  year.  But  even  Frito-Lay 
recognizes  where  the  trend  is  going. 
Three  years  ago  it  brought  out  Sun- 
Chips,  a  "multigrain"  chip.  Sales  in 
1992:  $192  million. 

Neither  of  these  companies  makes 
explicit  health  claims,  preferring  to  let 
words  like  taro  and  multigrain  bolster 
the  buyer's  self-delusion.  And  self- 
delusion  it  is.  The  problem  with  pota- 
to chips  isn't  the  potato  part,  it's  the 
chip — fried  to  a  crisp  in  oil  and 


doused  liberally  with  salt. 

Manv  of  the  newfangled  chips  use 
essentially  the  same  process — with  es- 
sentially the  same  results.  One  ounce 
of  Terra  ("hips  delivers  150  calories 
and  8  grams  of  fat.  Ditto  for  Sun- 
Chips.  The  fat  and  calorie  numbers 
arc  pretty  much  the  same  for  an 
ounce  of  any  standard,  mass-market 
potato  chip. 

Of  course,  there's  another  school 
of  chipmeisters  out  there  who  actually 
do  alter  the  process  to  reduce  fat  and 
sodium  levels.  Childers  Food's  Chil- 
ders  brand  uses  a  specially  designed 
grill  that  dehydrates  the  potatoes 
between  two  pieces  of  metal  and  then 
fries  them  in  their  own  juices  instead 
of  oil. 

Louise's  Fat-Free  Potato  Chips 
uses  a  high -intensity  microwave  oven 


Childers  100%  Fat  Free  Chips 
Fried  in  its  own  yX-c-:  • 
low  calorie,  low  flavor. 


SunChips 

Frito-Lay  spots  a  trend; 
sales  last  year:  $192  million. 


to  bake  the  potatoes.  Both  brands 
contain  about  100  calories  and  less 
than  1  gram  of  fat  per  ounce.  Unfor- 
tunately, they  don't  taste  good.  An 
informal  Forbes  taste  test  found  that 
chips  stripped  of  the  bad  stuff  end  up 
tasting  like  emery  boards.  An  accom- 
panying dip  is  recommended,  but 
that  of  course  erases  the  reduction  in 
calories  or  fat.  "Consumers  will  give 
lip  service  to  a  no-fat,  no-salt,  no- 
calorie  product,  but  it  is  too  much  of  a 
trade-off  to  give  up  taste,"  says 
Dwight  Riskey,  Frito- Lay's  new 
products  manager. 

So  to  hell  with  the  health  and  calo- 
rie stuff,  sav  the  folks  who  offer  Chick- 


Dirty  Potato  Chips 
Washed  only  once; 
high-octane  stuff. 


asaw's  Dirty  Potato  Chips.  Chicka- 
saw's is  high-octane  stuff.  The  pota 
toes  are  washed  only  once  instead  of 
the  typical  ten  times,  which  Chicka- 
saw General  Manager  John  Shaw 
claims  makes  a  crispier  and  more  nu- 
tritious potato  chip.  The  numbers  are 
positively  chilling:  1 1  grams  of  fat, 
170  calories  and  240  milligrams  of 
sodium  per  ounce.  "We  use  only 
good  oil,"  says  Shaw .  He  says  that 
defensively,  but  why  should  he  apolo- 
gize? When  all  is  said  and  done,  he's 
selling  a  real  potato  chip.  H 


Harry's  Garden  Vegetable  Chips 
Surprise:  no  vegetables; 
high  in  fat  and  calories. 
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At  small  airports,  it  is 
better  to  appear  conspicuous, 
than  not  to  appear  at  all. 


The  incomparable  Learjet  31A  gets  down  to  business,  wherever  business  leads  you. 

Fully  loaded,  the  Learjet  31A  can  operate  routinely  from  runways  of  less  than  3,000  feet  and  fly  1.500 
riiles  nonstop  while  capitalizing  on  its  unique  combination  of  time-saving  speed  and  low  operating  costs, 
lharacteristics  that  make  the  Learjet  31A  stand  out  from  the  crowd  -  like  the  companies  that  operate  them. 

To  take  advantage  of  more  opportunities,  fly  the  business  jet  that 
eaches  more  places.  The  Learjet  31A.  See  where  it  can  take  you  and  your 
msiness.  For  details  call  Ted  Farid,  Vice  President  Marketing  and  Sales, 
t  (316)946-2450  ext.  239,  or  Fax  (316)946-3235. 


BOMBARDIER 


Learjet 


1993  Learjet  Inc. 


.  lere's  the  bottom  line  on 
Unisys  services. 

Your  bottom  line. 


The  bottom  line  for  any  customer 
is-the  bottom  line.  So  it  shouldn't  be 
surprising  that  Unisys  Services  focus  on 
exactly  that. 

With  decades  of  experience  serv- 
ing business  and  government,  Unisys  is 
committed  to  a  bottom-line  test:  unless 
an  information  systems  plan  is 
designed  to  serve  the  customer's  busi- 
ness plan,  it  amounts  to  little  more 
than  technology  for  its  own  sake.  Sup- 
plying technology  is  not  the  object. 
Applying  technology  is. 

That's  why  our  systems  integration 
services  help  you  wring  full  value  from 
your  investment  by  making  your  many 
systems  work  cost-effectively  together. 
It's  why  our  consulting  services  harness 
technology  to  business  goals,  not  the 
other  way  around.  It's  why  our  applica- 
tion development  process  helps  identify 
desired  cost-saving  and  revenue- 
generating  results  before  we  design  the 
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applications  on  which  those  results  will  relationship  between  people  and  tei 
depend.  It's  why  our  education  services  nology.  It's  why  Unisys  outsourcii 
teach  customers  how  to  optimize  the     enables  customers  to  lower  costs  ai 


UNISYS 

We  make  it  happen. 


sharpen  competitiveness. 

Call  us  at  1-800-874-8647,  ext.  1 
Ask  how  Unisys  Services  can  help  yo 
business.  It's  our  bottom  line. 


a 


t's  not  an  ironclad  rule,  but  it  works  pretty  well: 
Sell  the  stock  when  a  previously  tightfisted  company 
erects  a  monument  to  itself. 

The  Versailles 


syndrome 


\y  Julie  Pitta 

There  are  no  gold  faucets  or  mar- 
ie. The  idea  wasn't  to  make  it  luxur- 
xis,"  says  Philippe  Kahn,  founder 
nd  chairman  of  software  developer 
lorland  International,  about  his  new 
eadquarters  in  Scotts  Valley,  Calif, 
ue  to  open  in  September. 

Okay,  the  johns  aren't  floored  in 
larble,  but  they  might  as  well  be.  The 
3%-acre,  campus-style  project  in- 
ludes  swimming  pool,  tennis  and 
asketball  courts,  hot  tub,  steam 
Dom  and  sauna.  The  weight  and 
erobic  rooms  will  be  staffed  by  three 
tness  trainers.  Gracing  the  head- 
uarters  are  750  trees,  including 
"ansplanted  redwoods,  a  waterfall 
nth  a  man-made  lake,  and  boulders 
lat  were  shipped  in  from  Idaho. 

Chairman  Kahn  defends  the  resort  - 
ke  workplace  as  a  sound  investment. 
This  should  be  a  software  develop- 
r's  paradise,"  he  says.  "If  people  are 
working  on  product  designs  at  the 
ool,  I  don't  care."  Linda  Gilcrest, 
lorland's  facilities  supervisor,  ex- 
lains  that  the  transplanted  boulders 
/ill  give  workers  "a  tranquil  place  to 
dIvc  problems." 

But  alas,  Borland  will  have  trouble 
lling  the  amphitheater  for  employee 
ep  rallies.  It  seats  2,500.  Borland  is 
own  to  1,100  employees  in  Scotts 
ralley,  having  canned  350  of  them  at 
'hristmastime  in  an  economy  move. 

The  project  is  costing  $100  mil 
on,  which  means  that  half  of  Bor 
ind's  net  worth  will  be  tied  up  in  it. 
that's  the  genesis  of  this  Taj  Mahal? 
iilcrest  says  Kahn  in  1991  dispatched 
er  and  his  wife,  Martine,  to  the 
Ledmond,  Wash,  headquarters  of  Mi  - 
rosoft,  Borland's  archrival  in  spread 
beets  and  databases,  to  see  what  a 


Borland  Chief  Philippe  Kahn 
An  edifice  complex? 


big-time  software  campus  looks  like. 
Gilcrest:  "He  told  me,  'I  want  it  to  be 
better  than  Microsoft's.'  " 

Let's  hand  it  to  Kahn:  His  campus 
is  better.  But  not  his  stock.  Since  the 
sortie  to  Redmond,  Microsoft's  stock 
has  doubled,  while  Borland's  is  down . 

"Some  people  don't  seem  to  real- 
ize that  history  repeats  itself,"  says 
Donald  Valentine,  the  venture  capi- 
talist who  funded  Apple  Computer 
and,  more  recently,  the  explosively 
successful  Cisco  Systems.  Unlike  Bor- 
land's, Cisco's  headquarters  is  a  non- 
descript rented  building  in  an  indus- 
trial section  of  Menlo  Park,  Calif. 
Continues  Valentine:  "Most  of  the 
companies  that  build  these  grand 


mausoleums  crash  right  after." 

Valentine  ticks  off  the  names  of 
Silicon  Valley  companies  that  got  into 
trouble  when  a  founder  wanted  a 
symbol  of  newfound  success.  Gene 
Amdahl  took  some  of  the  $210  mil- 
lion he  raised  from  corporate  partners 
like  Digital  Equipment  Corp.  and 
Sperry  Corp.  for  his  Trilogy  Ltd.  and 
built  a  spectacular  headquarters  with  a 
fountain  in  front  and  fine  mahogany 
furniture.  Trilogy  went  bust  a  few 
years  after  moving  in,  having  never 
finished  the  mainframe  that  Amdahl 
boasted  would  be  the  world's  fastest. 

Phillip  Hwang,  founder  of  Tele- 
Video  Systems,  struck  it  rich  in  video 
display  terminals,  then  ordered  up  a 
grandiose  renovation  of  headquar- 
ters, completed  in  1983,  with  a  sec- 
ond-floor Japanese  garden  that  in- 
cluded a  pond,  a  wooden  bridge  and 
bonsai  trees.  The  company  proceeded 
to  rack  up  seven  years  of  losses. 

Steve  Jobs'  Next  Computer  leased 
a  waterfront  headquarters.  Jobs  filled 
it  with  designer  furniture  and  a  cafe- 
like kitchen.  Not  content,  he  commis- 
sioned architect  I.M.  Pei  to  design  a 
"floating  staircase."  Jobs  probably 
figured  when  he  ordered  the  fancy 
offices  that  he  would  eventually  be 
selling  $1  billion  worth  of  manufac- 
turing volume.  It  didn't  work  out. 
Next  recently  exited  its  workstation 
business  and  is  selling  just  the  soft- 
ware that  was  going  to  go  with  the 
workstations. 

Construction  costs  are  just  part  of 
the  problem.  "These  things  aren't 
only  expensive;  they're  time-consum- 
ing," Valentine  says.  "They  take 
time,  energy  and  creativity  that  are 
better  spent  on  designing  new  prod- 
ucts." Borland  reported  a  $110  mil- 
lion loss  in  its  fiscal  year  ended  March 
1992,  although  Kahn  says  the  head- 
quarters had  nothing  to  do  with  it. 
Writeoffs  followed;  Kahn  is  proud 
that  Borland  was  in  the  black  in  the 
most  recent  quarter. 

But  at  Borland,  Kahn  seems  un- 
moved by  dismal  tales  of  what  hap- 
pens to  businesses  consumed  with  an 
edifice  complex.  "Philippe  approves 
every  little  change  and  every  little 
addition,"  says  Kahn's  architect,  Ke- 
vin Roche,  of  Hamden,  Conn.  "Even 
furniture — he  approves  the  lamps  in 
the  lobby.  He's  interested  in  all  the 
details."  mm 
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nhanced  Logistics 

COM    PETITIVE       A  DVANTAGE 


Scanners  and  Wireless  Networks  Help  Managers  Speed  Operations, 

Reduce  Errors  and  Cut  Costs 


THE  WIRELESS  office 
may  be  a  few 
years  down  the 
road,  but  the 
wireless  ware- 
house, distribu- 
tion center  and  transport 
hub  are  here  today.  Com- 
panies that  take  advantage 
of  the  latest  technology 
find  they  speed  operations, 
reduce  mistakes  and  cut 
costs. 

So  if  you  think  wireless 
computing  is  just  a  buzz- 
word, think  again. 

While  attention  has 
been  focused  on  how 
today's  computers  can 
improve  front-office  deci- 
sion making  and  produc- 
tivity, a  little-noticed  rev- 
olution is  taking  place  in 
the  back  room.  Mobile  workers  and 
floor  managers  are  discovering  new 
technology  tools  that  make  ship- 
ping, receiving  and  inventory  man- 
agement more  accurate  and  easier 
to  accomplish. 

Large  retailers,  manufacturers, 
distributors,  parcel  and  package 
delivery  and  transportation  compa- 
nies that  handle  tens  of  thousands 
of  products  every  day  are  finding 
that  superior  logistics  management 
is  one  of  the  best  ways  not  only  to 
squeeze  new  profits  from  thin  mar- 
gins, but  also  to  dramatically  im- 
prove customer  service. 

THE  BAR  CODE  MAKES  IT  EASY 

The  cornerstone  of  the  brave  new' 
warehouse  and  enhanced  distri- 
bution is  the  bar  code.  Bar  codes, 
standard  on  product  packaging  and 
most  shipping  containers,  have 
proven  to  be  the  key  to  today's  most 
effective  logistics  systems. 

The  abili'r  to  scan  bar  codes 
solves  the  problem  of  capturing 

•port  ant  information  on  materials 
movement.  Leveraging  this  capabili- 


The  Symbol  Spectrum  One  network  helps 
manage  baggage  reconciliation  logistics. 


ty  still  further  are  the  real-time 
mobile  data  communications  facili- 
ties provided  by  Spectrum  Onef  a 
wireless  data  network  developed  by 
Symbol  Technologies,  Inc.,  which  a 
decade  ago  invented  hand-held  bar- 
code scanners. 

To  pick  and  put  away  items,  work- 
ers with  clumsy  clipboards  once  wan- 
dered vast  aisles;  now  they  make 
rounds  with  hand-held  laser  scan- 
ning terminals  that  exchange  data 
via  the  Spectrum  One  radio  frequen- 
cy network  with  any  type  of  host 
computer. 


SAS 


Logistics  management 
may  be  where  you'll  find 
your  business  edge. 

Just  ask 
your  competition. 


PRODUCTIVITY  CLEARE 
FOR  TAKEOFF 

Baggage  reconciliation  if 
a  challenge  linked  to  pas 
senger  safety  and  service 
—  one  that  has  been  mei 
at  Scandinavian  Airlines' 
(SAS)  hub  at  Newark 
International  Airport. 
Matching  luggage  with 
the  correct  passenger, 
from  preflight  through 
the  baggage  handling 
system  to  final  destina- 
tion, cuts  down  on  securi 
I  ty  risks  and  lost  bags. 
|     Passenger  bags  are 
I  given  a  unique  bar  code 
and  logged  at  registratio 
check-in.  Baggage  han- 
dlers scan  the  bar-coded 
baggage  with  the  Symbol 
Laser  Radio  Terminal 
(LRT)  just  as  the  bags  are  loaded  in- 
to the  cargo  containers.  The  device 
transmits  the  information  back  to 
the  baggage  reconciliation  host  con 
puter  on  the  Spectrum  One  networl 
Meanwhile,  SAS  check-in  person- 
nel are  entering  data  into  the  com- 
puter on  all  passengers  who  board 
the  plane.  Luggage  is  matched  with 
passengers  by  the  computer,  and 
SAS  is  alerted  to  any  discrepancies 
in  enough  time  to  find  a  missing 
bag  or  pull  a  bag  that  is  on  the 
wrong  flight. 

The  Symbol  Laser  Radio  Termi- 
nal/Spectrum One  network  brings 
automated  data  management  into 
distribution  centers,  airports,  man- 
ufacturing plants  and  onto  retail 
sales  floors.  Symbol  Technologies, 
which  designs  bar-code-driven  data 
transaction  systems  to  make  the 
best  use  of  its  Spectrum  One  wire- 
less data  network,  is  focused  on 
logistics  management. 

Why  wireless  technology?  Becausi 
logistics  management  may  be  where 
you'll  find  your  business  edge.  Just 
ask  your  competition. 


WHEN  IT  COMES  TO  INVENTORY  CONTROL, 
CAN  YOU  AFFORD  ANY  WEAK  LINKS? 


©  1993  Symbol  Technologies 


Most  retailers  and  manufacturers  will  agree  that 
bar  code  technology  is  one  of  the  most  important 
inventory  control  innovations  of  the  past  two  de- 
cades. And  that  bar  coding  is  most  effective  when 
used  at  all  levels  of  the  supply  chain,  from  the 
manufacturer  to  the  distribution  center  to  the  final 
point-of-sale. 

They'll  also  agree,  however,  that  linking  all 
these  parts  in  the  supply  chain,  without  any 
hitches,  is  not  always  easy. 

Symbol  Technologies  is  the 
world  leader  in  bar  code-based 


data  capture  systems.  Together  with  our  network 
of  business  partners,  we've  implemented  thousands 
of  solutions  around  the  world.  Developing  not  only 
the  technological  tools,  but  also  the  experience 
needed  to  help  you  put  together  a  superior  system 
of  inventory  control.  One  that  can  manage 
inventory  more  effectively,  reduce  ordering  cycles 
and  improve  operational  efficiency.  In  short,  a 
system  with  no  weak  links. 

To  put  our  strength  to  the 
test,  call  us  at  1-800-  SCAN- 
234.  Can  you  afford  not  to? 


Changing  the  way  business  works. 


MMUNICATIONS 


Early  on,  Apple  Computer  made  big  inroads  in  the 
publishing  market  and  took  little  Quark  along 
for  a  very  profitable  ride. 

From  Star  Trek 
to  desktop 


By  Jeffrey  Young 

Tim  Gill,  the  39-year-old  chief  pro- 
grammer and  half- owner  at  Quark 
Inc.  in  Denver,  fits  the  mold  of  the 
laid-back  hacker.  He  wears  jeans  and 
open-necked  shirts  to  work,  drives  a 
1986  Honda,  has  an  office  filled  with 
Star  Trek  paraphernalia.  The  internal 
joke  is  that  when  Star  Trek:  The  Next 
Generation  goes  into  reruns  each 
spring,  watch  out,  because  Gill  will  be 
bored  on  the  weekends  and  come  in 
on  Mondays  bursting  with  new  ideas. 

And  how's  this  for  relaxed?  Bored 
with  the  administrative  details  of  run- 
ning a  business,  Gill  brought  in  an 
experienced  business  manager  in 
1986  to  buv  out  his  original  partner 
for  $100,000.  Instead  of  hoarding 
shares  and  maintaining  control,  Gill 
chose  to  share  power.  Why  not?  he 
shrugs.  It's  more  fun  to  create  code 
than  to  sign  checks. 

Turns  out  the  fellow  who  agreed  to 
sign  the  checks  got  himself  quite  a 
deal.  He's  Farhad  Fred  Ebrahimi, 
now  54.  If  Quark  keeps  up  its  recent 
pace,  it  should  sell  $110  million  of  its 
desktop  publishing  software  this  year. 
As  for  profits,  Gill  and  Ebrahimi  claim 
a  pretax  margin  of  about  60%.  Even 
discounting  for  hyperbole,  they  can't 
be  doing  too  badly,  with  sales  per 
employee  a  little  ahead  of  Microsoft's. 
Microsoft  trades  at  8  times  sales,  and  if 
Quark  is  worth  even  half  that  multi- 
ple, then  the  chunk  of  stock  Ebrahimi 
got  for  $100,000  is  worth  almost  a 
quarter  of  a  billion  dollars. 

Quark  sells  a  desktop  page  layout 
program,  XPress,  used  primarily  on 
Apple's  Macintosh  computers,  but 
available  in  a  Windows  version  for  PCs. 
In  its  simplest  form,  for  a  one-com- 
puter installation,  XPress  retails  for 


$895  to  graphic  artists,  who  use  it  to 
put  together  newsletters  and  the  like. 

But  the  real  money  is  in  software  for 
large  networks  of  computers  used  by 
magazines,  book  publishers,  catalog 
printers  and  brochure  producers. 
Packaged  with  housekeeping  pro- 
grams that  keep  track  of  assignments, 
articles,  revisions,  page  layouts  and 
photographs,  XPress  becomes  the 
Quark  Publishing  System,  selling  for 
upwards  of  $100,000  for  a  large 
installation. 

Quark  software  and  Apple  hard- 
ware is  a  powerful  combination,  com- 
peting with  an  older  generation  of 
computerized  publishing  systems, 
typified  by  Atex  Publishing  Systems, 
that  deliver  hard-  and  software  in  an 
inflexible  proprietary  system. 

Quark  is  not  exactly  a  hard  sell.  It 
has  just  two  people  in  its  marketing 
department  and  hardly  ever  adver- 
tises. But  when  you  have  word  of 
mouth  like  Quark's,  who  needs  ads? 
Magazine  and  newspaper  publishers 
are  so  desperate  to  escape  Atex's  toils 
that  they  fairly  leap  into  Quark's  arms. 


Founder  Tim  Gill 

"This  is  no  lightly  conceived  strategy." 


This  is  good  for  Apple,  too,  because 
Quark  enables  potential  users  to 
switch  from  Atex's  dedicated  system 
to  Apple's  genera! -purpose  comput- 
ers. "Changing  systems  was  not  a  vet) 
hard  decision  to  make  economically,'' 
says  Clark  Lambert,  vice  president  ol 
information  management  at  the  Kan 
sas  City  (Mo.)  Star.  By  using  Quark, 
'i  can  get  a  newsroom  seat  for  under 
$4,000;  Atex  cost  $15,000  and  up. 
yet  did  less." 

Thus  has  XPress  become  arguabh 
the  third  best  selling  application  foi 
the  Macintosh,  bested  only  by  twe 
mass-market  products  from  Micro- 
soft. In  publishing  software  Quark's 
main  competition  is  slipping:  Aldus 
Corp.'s  earnings  have  collapsed  over 
the  past  two  years,  partly  because  ii 
couldn't  decide  if  it  wanted  to  attract 
the  professionals  or  the  mass  market 
for  its  PageMaker  software. 

Quark's  programs,  in  contrast,  are 
aimed  very  carefully  at  the  graphics 
professional.  In  fact,  if  the  software 
has  one  flaw,  it  is  in  being  a  little  toe 
demanding:  Users  need  a  lot  of  train- 
ing before  they  are  proficient. 

XPress  is  a  tough  and  powerful 
program,  the  first  to  combine  exact 
numerical  positioning  grids  for  lay- 
outs, typographical  controls  for  ma- 
nipulating type  set  sideways  or  at  an 
angle,  and  a  mechanism  for  handling 
four- color  separations  of  photos. 

Of  course,  Quark's  owners  know 
their  fortress  is  vulnerable.  "Eventu- 
ally Microsoft  will  add  page  layout 
features  to  Word,"  says  Ebrahimi.  "II 
we  don't  change  the  rules  of  the 
game,  they'll  roll  right  over  us."  So 
Gill  and  Ebrahimi  are  thinking  about 
how  to  put  Quark  more  into  the 
systems  business.  It  wants  to  sell,  not 
just  packaged  software  in  boxes,  but 
complex  solutions  to  publishing 
problems — custom  systems  that 
might  include,  for  example,  an  auto- 
matic link  between  a  page  layout  and 
an  ad  invoice.  Value-added  resellers 
will  do  the  customizing,  not  Quark. 

"This  is  no  lightly  conceived  strate- 
gy," says  Gill.  "We  have  to  get  out 
of  the  my-features-are-bigger-than- 
yours  PC  software  business." 

Gill  is  very  aware  he  can't  afford  to 
be  too  relaxed,  after  all.  Quark's  got 
over  $50  million  cash  in  the  bank,  he 
says,  but  then  so  did  Aldus  before  it 
went  into  its  tailspin.  M 
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We're  looking  at  a 
growing  future  in  global 
markets. 

One  reason:  we've 
got  a  better  i  The  new 
iSeries™  ATMs -from 
our  InterBold®  joint 
venture  with  IBM  -  are 
three  times  as  reliable  as 
the  previous  generation 
of  ATMs. 

You  can  bank  on 
them  99%  of  the  time... 
guaranteed! 

The  i  Series  reflects 
the  quality  and  techno- 
logical strength  that  have 
made  us  a  leader  in  auto- 
mated teller  machines, 
security  products  and 
services. 

No  wonder  the  world 
has  its  eye  on  us. 


A  world  leader  in  automated 
teller  machines,  security  products 
and  related  services. 


COMPUTERS/COMMUNICATIONS 


Subsidies— 
with  deathly 
strings 


BYT. J.  RODGERS 


T.J.  Rodgers  is  president 
and  chief  executive  of 
Cypress  Semiconductor  Corp. 


The  White  House  has  launched  an 
economic  cruise  missile  that  is  now 
flying  over  the  heartland  toward 
Menlo  Park,  Calif.,  venture  capital's 
Wall  Street.  H.R.  820,  styled  the  Na- 
tional Competitiveness  Act  of  1993, 
is  almost  guaranteed  to  make  the  U.S. 
less  competitive. 

H.R.  820,  which  has  passed  the 
House  and  is  now  in  a  Senate  commit- 
tee, is  reminiscent  of  another  of  the 
Administration's  technology  initia- 
tives, the  proposal  to  create  the  "elec- 
tronic data  superhighway."  The  data 
superhighway  is  nothing  but  pork — 
taxpayer- funded  capital  investment. 
H.R.  820  is  worse.  It  is  a  direct  federal 
assault  on  the  venture  capital  indus- 
try, a  body  blow  to  an  American 
economic  success  that  is  the  envy  of 
Japan  and  Europe. 

The  "competitiveness"  bill  offers 
this  losing  proposition  to  venture  cap- 
ital funds:  Either  accept  the  govern- 
ment as  a  senior  partner  with  power  to 
dictate  how  money  is  invested  or  face 
newly  subsidized  competitors  who 
can  get  two-thirds  of  their  funds  at 
federally  subsidized  rates.  Imagine 
that  you  woke  up  one  day  to  find  a 
price-slashing  competitor  across  the 
street  with  two-thirds  of  its  funding 


from  Uncle  Sam.  That's  the  same  type 
of  attack  that  is  about  to  be  waged  on 
our  venture  capital  industry,  another 
unwilling  victim  of  government  help. 

It  is  starkly  evident  that  the  framers 
of  H.R.  820  are  deeply  hostile  to  a  free 
market  in  venture  capital,  with  all  its 
uncertainties  and  ability  to  upset  the 
status  quo.  If  government-backed  fi- 
nanciers become  the  norm  in  venture 
capital,  you  can  forget  about  disrup- 
tive surprises  like  Apple  founders 
Steve  Jobs  and  Steve  Wozniak — or 
any  other  creative  types  who  threaten 
a  politically  connected  employer  or 
offend  some  interest  group. 

The  bill  calls  for  the  Secretary  of 
Commerce  (lobbyist/politician  Ron- 
ald Brown)  to  have  an  Under  Secre- 
tary (let's  call  him  the  venture  capital 
czar)  who  will  grant  licenses  to  ven- 
ture capital  firms  that  agree  to  invest 
only  in  "qualified  business  con- 
cerns." To  quality',  a  target  company 
must  be  developing  "critical  technol- 
ogies" or  "advanced  technologies," 
as  defined  by  various  federal  laws. 

A  licensed  venture  firm  gets  up  to 
$50  million  of  cheap  federal  money, 
at  the  rate  of  two  dollars  for  every 
dollar  put  in  by  private  sources.  How 
cheap?  Two  points  over  the  relevant  T 
note  rate.  If  the  feds  lend  by  buying  an 
issue  of  preferred  stock  redeemable  in 
ten  years,  for  example,  the  interest 
rate  is  a  mere  8%.  Needless  to  say, 
privately  funded  venture  firms  cannot 
borrow  money  at  8%. 

Of  course,  strings  are  attached.  The 
bill  all  but  dictates  the  venture  fund's 
capital  structure.  The  venture  czar  is 
empowered  to  limit  ownership  by  the 
fund's  largest  shareholder.  He  can 
establish  a  ceiling  on  annual  manage- 
ment expenses.  He  is  empowered  to 
grant  exceptions  to  the  rules — for  ex- 
ample, the  rule  that  no  target  compa- 


ny can  draw  down  more  than  the 
higher  of  $2  million  or  20%  of  the 
fund's  private  equity  capital.  If  he  likes 
you,  he  gives  you  an  extra  five  years  t< 
redeem  the  preferred;  if  he  doesn't 
like  you,  he  can  find  some  excuse  fot 
levying  a  $l,000-a-day  fine. 

The  bill  doesn't  spell  this  out  bul 
might  as  well:  "Licensees  are  forbid 
den  to  offend  the  Under  Secretary  in 
any  way,  or  to  get  on  the  Secretary's 
Enemies  List." 

The  bill  demands  that  at  least  50% 
of  a  fund's  investments  be  for  "seed 
and  early  stage  financing,"  leaving  ii 
up  to  the  czar  to  say  what  that  means 
The  czar  is  supposed  to  make  sure 
venture  funds  engage  in  "outreach' 
to  "economically  depressed  areas.' 
Business  and  politics  don't  mix. 

Does  the  act  grant  police  powers: 
You  bet  it  does.  It  grants  grand-jury- 
like  powers  "to  administer  oaths,  sub- 
poena witnesses,  compel  their  atten- 
dance, take  evidence  and  require  the 
production  of  books,  papers,  and 
documents."  Defendant  venture 
funds  can  be  billed  for  the  costs  oi 
investigations.  There  is  a  thicket  oi 
legal  terminology  on  cease  and  desist 
orders,  injunctions  and  receiverships. 

Private  venture  capital  is  one  of  oui 
biggest  strengths  in  international 
competition.  It  has  given  birth  tc 
such  companies  as  Advanced  Micrc 
Devices,  Apple  Computer,  Genen 
tech,  Intel,  Sun  Microsystems,  Tan- 
dem and  my  company,  Cypress.  To- 
gether, these  seven  firms  emploi 
78,000  people  and  generated  revenue 
of  $20  billion  last  year.  Those  dollars 
went  back  into  the  economy  in  the 
form  of  salaries,  payments  to  suppli- 
ers, and  taxes.  Does  Washington  want 
to  turn  off  this  economic  fountain?  Ii 
so  it  couldn't  have  picked  a  better 
instrument  than  H.R.  820. 

There  may  be  some  venture  capital- 
ists who  relish  the  thought  of  subsi- 
dized capital  at  8%.  But  think  how 
these  subsidies  are  going  to  be  paid 
for.  The  Administration  wants  to  add 
two  points  to  the  corporate  tax  rate. 
That  would  have  cost  Intel  $30  mil- 
lion last  year,  money  that  would  have 
to  come  right  out  of  its  research  bud- 
get. Do  we  really  believe  that  Al  Gore 
can  invest  that  money  better  than 
Andy  Grove?  ( For  more  on  the  poison 
of  government  subsidies,  see  "Les 
folies  hdtv  ,"  p.  65.)  ■ 
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fonica  Has  Earned  Its  Wings  From  USAir. 


Dependable  departures  and  on-time  arrivals.  That's  why 
millions  of  people  get  on  board  USAir.  Crisp,  clean  copies  of  any  ^ 
document.  That's  why  USAir  is  on  board  with  Konica.         mjp         ■  * 
For  more  information,  call  1-800-2-KONICA.  B^i0fllC3 
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The  big  drug  companies  are  racing  to  develop,  and 
patent,  right-handed  and  left-handed  versions  of  their 
precious  drugs.  One  little  Massachusetts  company, 
Sepracor,  is  trying  to  beat  them  to  the  Patent  Office. 

Lefties,  eighties 
and  anxieties 


By  Jeffrey  Young 

FLUOXETINE,  the  antidepressant  drug 
best  known  by  Eli  Lilly  &  Co.'s  brand 
name  Prozac,  is  a  blockbuster.  But 
despite  sales  last  year  of  over  $1  bil- 
lion, it  has  two  failings:  The  patent 
expires  in  2001  and  it  has  side  effects. 
Tort  lawyer  charges  that  Prozac 
makes  patients  violent  are  probably 
groundless,  but  there's  no  doubt  that 
some  people  have  to  quit  taking  it 
because  it  makes  them  anxious. 

Salvation  may  come  from  a  tiny 
Marlborough,  Mass.  firm,  Sepracor 
Inc.,  that  knows  how  to  separate  and 
purify  drug  mixtures,  using  mem- 
branes, enzymes  and  other  exotic 
techniques.  Sepracor  may  have  found 
a  way  to  avoid  Prozac's  undesirable 
side  effects. 

The  story  starts  145  years  ago  w  hen 
Louis  Pasteur  discovered  that  some 
organic  molecules  come  in  two  ver- 
sions, one  "right-handed"  and  the 
other  "left-handed."  The  two  ver- 
sions, known  as  optical  isomers  (be- 
cause of  their  effect  on  light  waves), 
are  mirror  images  of  one  another,  like 
a  left-  and  a  right-hand  glove. 

Optical  isomers  have  almost  pre- 
cisely the  same  physical  and  chemical 
properties,  but  they  can  have  radically 
different  effects  inside  a  living  organ- 
ism. That's  because  life  inside  a  cell  is 
under  the  control  of  exquisitely  pre- 
cise enzymes  and  receptors  that  fit 
their  targets  like  a  hand  in  a  glove.  For 
the  most  part,  a  right-handed  drug 
does  not  fit  into  a  left-handed  recep- 
tor or  enzyme  (see  diagram). 

Unlike  his  work  with  vaccines,  Pas- 
teur's discovery  of  molecular  handed- 
ness was  for  many  years  of  little  practi- 


cal consequence  in  medicine,  because 
it's  no  easy  matter  to  separate  right- 
handed  molecules  from  lefties.  Re- 
cently scientists  at  Sepracor  and  other 
companies  have  made  great  strides  in 
separation  techniques.  And  they  are 
shining  new  light  on  some  old  drugs. 

There  arc  about  500  synthetic 
drugs  on  the  market  today  that  exhib- 
it handedness.  Sepracor  estimates  that 
90%  of  these  come  out  of  the  factory 
in  random  50/50  mixes,  since  that's 
usually  what  happens  when  you  cook 
up  chemicals  in  a  beaker — in  contrast 
to  the  isomerically  pure  molecules 
you  tend  to  get  when  a  drug  is  refined 
from  plant  or  animal  tissue. 

But  often,  only  the  left-handed  or 
only  the  right-handed  molecules  in  a 
mixed  bag  of  a  synthetic  drug  have  the 
desired  effect,  while  the  opposite- 
handed  molecules  have  a  devastating 
side  effect.  The  most  striking  example 
is  the  drug  Thalidomide,  which  in  its 
50/50  mix  caused  severe  birth  defects 
but  which  is  now  suspected  of  having 
its  deleterious  effects  centered  on  the 
left-handed  isomer,  while  its  sedative 
virtues  are  in  the  right-handed  one. 

It  appears,  from  very  preliminary 
work  by  Sepracor,  that  Prozac  could 
fit  into  the  Thalidomide  pattern.  It's 
possible  that  the  undesirable  side  ef- 
fects will  be  eliminated  by  giving  de- 
pressed patients  just  the  left-handed 
fluoxetine  molecules,  says  Timothy 
Barberich,  45,  the  former  Millipore 
Corp.  executive  who  founded  Sepra- 
cor nine  years  ago  and  has  run  it  since. 
Clinical  trials  will  begin  soon;  if  they 
bear  out  the  theory,  Sepracor  will  be 
sitting  in  the  catbird  seat,  since  it  has  a 


patent  on  left-handed  fluoxetine  foi 
the  treatment  of  depression  thai 
doesn't  expire  until  2009. 

Sepracor  took  in  $17.5  million  ir 
revenues  last  year  from  single  isomei 
chemicals,  separation  equipment  anc 
filtration  membranes  for  biological 
products.  It  has  yet  to  turn  profitable 
but  Barberich  may  have  a  gold  mine 
with  his  optical  isomerism — not  jusi 
for  medical  reasons,  but  for  legal 
ones.  U.S.  patent  law  says  once  an 
isomerically  mixed  drug  has  been  pat- 
ented, an  inventor  can  start  over  again 
with  a  new  patent,  good  for  17  more 
years,  for  the  pure  right-  or  left-hand 
ed  version  of  the  chemical.  The  sec 
ond  patent  doesn't  necessarily  go  tc 
the  owner  of  the  first  one,  but  tc 
whoever  is  first  to  isolate  the  pure 
one-handed  isomer  and  show  its 
benefits.  Barberich's  strategy:  Target 
blockbuster  drugs  with  patents  about 
to  expire.  Then,  beat  the  owners  tc 
the  Patent  Office  with  the  right  iso- 
mer, sell  the  rights  back  to  the  compa 
nies  and  supply  them  with  the  isomer. 

Sepracor  just  pocketed  some  ran- 
som money.  In  June  it  persuaded 
Marion  Merrell  Dow  to  pay  $7.5 
million  in  license  fees  plus  royalties  ol 
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Prozac  comes  in  "left-handed"  (upper  left) 
and  mirror-image  "right-handed"  versions. 
Sepracor  speculates  that  the  antidepressant's 
side  effects  are  confined  to  the  latter. 
The  schematic  (above)  of  the  two  isomers 
shows  why  the  body  makes  a  distinction. 


Gray-Cartoon 
Red-Oxygen 
Blue-Nitrogen 
Green-Fluorine 
Yellow-Hydrogen 
only  1  of  18  hydrogen 
atoms  shown) 


BELOW: 

Barberich  of 
Sepracor  Inc. 
Race  to  the 
Patent  Office. 


[%  to  8%  and  to  buy  $10  million  of 
icwly  issued  Sepracor  stock  at  a  price 
)f  $9  a  share,  in  return  for  exclusive 
ights  to  Sepracor's  U.S.  patent  appli- 
ation  covering  Marion's  Seldane. 
ieldane  is  a  valuable  antiallergy  medi 
inc  marred  by  a  rare  but  lite  threat 


ening  side  effect  when  taken  with 
certain  antibiotics.  As  it  turned  out, 
optical  isomerism  had  little  to  do  with 
Seldane  toxicity,  but  in  the  course  of 
researching  it,  Sepracor  stumbled 
upon  a  way  to  improve  the  drug  and 
possibly  extend  its  patent  life. 


Barberich  boasts  that  he  has  filed 
"prophetic"  patent  applications  foi 
one-handed  versions  of  40  prescrip- 
tion drugs,  including  Pfizer's  Nor\  as< 
for  nausea  associated  with  chemo 
therapy  and  Glaxo's  Zofran  brand  of 
ondansetron  for  anxiety.  "Wc  went 
after  the  biggest  drugs,  those  with  at 
least  a  billion  dollars  a  year  in  sales, 
and  those  that  were  protected  under 
patents  that  would  expire  within  the 
next  decade  or  so,"  he  says.  Barberich 
concedes,  however,  that  while  his  50 
or  so  Ph.D.s  and  other  researchers 
have  isolated  pure  isomers  for  most  of 
these  drugs,  they  haven't  proved  that 
all  the  one-handed  versions  are  medi 
cally  superior  to  the  ambidextrous 
ones.  Without  that  proof,  the  new 
patents  don't  hold  up  in  court. 

There's  one  more  hitch:  Sepracor 
has  plenty  of  company  in  the  optical 
isomer  business,  including  U.S.  start 
up  Celgene  Corp.;  a  subsidiary  of  the 
Dutch  chemical  firm  DSM;Chiros  Pic. 
in  Britain;  and  Kanegafuchi  in  japan. 

Kvcn  if  Sepracor  doesn't  win  any 
more  blockbuster  licensing  deals,  it 
may  yet  turn  profitable  someday  on 
the  strength  of  its  equipment  sales. 
The  Food  &  Drug  Administration  has 
requested  that  new  drug  applications 
provide  selected  information  on  indi- 
vidual isomers  in  a  mix.  As  big  U.S. 
drug  firms  pay  more  attention  to 
isomerism  in  their  labs,  they  will  buy  .i 
lot  of  membranes  ami  supplies.  Bar 
berich  hopes  to  get  that  business.  WM 
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Go  with 
the  greats 


COMMENTARY  BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


Some  investors  are  frightened  off  by 
a  company's  extraordinarily  high 
profit  margin.  Fat  profits  attract  com- 
petitors, they  reason,  and  if  the  profit 
margin  regresses  to  a  normal  level, 
earnings  will  cave.  Another  way  of 
making  this  same  argument  is  to  de- 
clare that  extremely  profitable  com- 
panies have  nowhere  to  go  but  down. 

The  reasoning  may  be  valid  for  a 
steel  or  grocery  company  but  not  for 
the  technology  sector.  I  am  attracted 
to  companies  with  high  net  margins, 
and  I  want  to  know  more.  Depending 
on  what  I  find,  I  often  buy. 

My  last  column  (June  21 )  reviewed 
companies  that  combine  above-nor- 
mal sales  growth  and  net  margins. 
This  time  let's  focus  on  those  with  the 
very  highest  margins.  In  the  technol- 
ogy group,  a  net  profit  above  27%  of 
sales  is  beyond  normal  limits. 

Why  are  these  companies  so  profit- 
able? And  can  they  keep  it  up?  The 
table  lists  eight  prospects. 

Four  of  these  companies  are  in 
health  care,  where  margins  over  30% 
are  repeatable  and  not  particularlv 
uncommon.  Three  companies  are  in 
computer  networking,  which  has 
been  the  hottest  computer  technol- 
ogy business  (and  stock  group)  for 
several  years. 

This  leaves  one  unique  stock,  S3. 
This  is  a  semiconductor  comp  xny  spe- 
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cializing  in  chips  that  speed  up  the 
performance  of  computers  running 
programs  under  Microsoft's  Win- 
dows. S3  was  singled  out  here  last 
spring  (May  25, 1992).  It  was  brought 
public  this  past  March  at  15,  climbed 
briskly  to  31,  and  recently  traded  at 
28.  The  company  evidently  likes  to 
name  its  chips  after  Porsches  (911, 
924,  928  etc.),  and  perhaps  that 
should  give  you  some  sense  of  the 
style  of  this  stock.  It's  a  rocket  ride.  I 
have  no  idea  where  the  zenith  lies 
(meaning,  be  careful),  but  both  the 
Windows  accelerator  chip  business 
and  S3  are  obviously  having  a  very 
good  year. 

The  pharmaceutical  and  medical 
stocks  on  the  list  are  high-visibility 
stocks  with  familiar  stories.  Generic 
drug  maker  Mylan  is  widely  recom- 
mended by  various  services  and  pun- 
dits. Alza,  a  developer  of  drug  delivery 
systems,  has  taken  a  hit  on  Wall  Street 
from  the  slow  sales  of  its  nicotine  skin 
patches  and  will  probably  not  reap- 
pear on  the  extreme  profitablity  list 
next  quarter.  St.  Jude,  the  heart  valve 
manufacturer,  is  a  slow-growing  but 


The  outliers 


Net 

Sales 

Company 

margin1 

growth2 

Parall3n  Computer 

44% 

1,280% 

St  Jude  Medical 

43 

13 

Cheyenne  Software 

40 

192 

Lanoptics  Ltd 

39 

74 

Alza 

39 

28 

Mylan  Labs 

35 

57 

Biogen 

32 

85 

S3 

31 

382 

'In  most  recent  quarter.  2Most  recent  quarter  versus 
year-ago  quarter. 


These  technology  companies  are  freak- 
ish— they  earn  31  cents  or  more  on  the 
sales  dollar.  Alza  and  Mylan  are  NYSE- 
listed.  Cheyenne  is  on  the  Amex.  The  rest 
are  Nasdaq. 


consistently  high-margin  company. 
Biogen  is  one  of  the  biotech  majors. 

Each  of  the  eight  companies  owes 
its  extreme  profitability  to  a  special 
technology.  Cheyenne,  for  example, 
has  created  a  niche  for  itself  in  backup 
software  for  networks.  Several  of  the 
companies  have  locked  in  substantial 
royalty  revenues.  Alza  provided  the 
original  prototype  for  this  business 
strategy  some  years  ago.  Far  bigger 
companies  bore  the  expense  of  manu- 
facturing and  marketing  drugs  that 
returned  profits  to  Alza  as  royalties. 
Alza  supplied  the  creative  technology 
and  has  vigorously  defended  it  with 
patents.  Biogen  has  followed  this  pat- 
tern. In  upbeat  quarters,  the  royalty 
income  (against  which  there  may  be 
only  a  nominal  "cost  of  goods  sold") 
helps  generate  a  truly  extraordinary 
profit  margin. 

The  president  of  Parallan,  Gianluca 
Rattazzi,  who  is  in  a  completely  differ- 
ent type  of  business,  cites  Alza  as  a 
model  he  is  emulating  in  developing 
his  own  company.  Parallan  designs 
hardware  and  software  for 
"superservers"  manufactured  and 
sold  by  IBM  under  IBM's  brand  names. 
These  are  powerful,  supremely  reli- 
able microcomputers  that  can  link 
networks  of  up  to  300  users.  (A  typi- 
cal local  area  network  has  only  about 
10  users).  Parallan  does  the  creative 
work,  IBM  pays  the  royalties.  Parallan 
can  allocate  up  to  40%  of  this  revenue 
at  its  own  discretion.  The  other  60% 
of  royalties  is  earmarked  for  further 
development  of  products  for  IBM. 

Parallan's  position  at  the  top  of  this 
list  for  profitability  results  in  part  from 
a  substantial  tax  benefit,  and  this  is 
nonrecurring.  However,  the  revenue 
growth  owing  to  its  exclusive  alliance 
with  IBM,  concluded  a  year  ago,  is 
evident.  It  is  a  point  in  Parallan's  favor 
that  its  royalty  is  calculated  on  IBM's 
gross  sales  of  superservers,  rather  than 
on  IBM's  net.  It  is  a  point  against 
Parailan  that  it  has  only  one  customer. 

IBM  took  a  14%  equity  position  in 
Parallan  and  has  options  to  purchase 
up  to  34%.  Rattazzi,  who  is  an  articu- 
late and  intelligent  native  of  Rome, 
regards  his  company  as  a  "virtual 
division"  of  IBM.  We  have  purchased 
Parallan  in  customer  accounts  at  14, 
or  29  times  trailing  earnings.  It's  a 
way  to  invest  in  a  single  very  promis- 
ing segment  of  IBM's  business.  H 
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Rockwell  battles  gridlock 
with  military  technology. 


•  # 


» 


We're  converting  our 
defense  electronics  to 
create  smart  highways 
for  tomorrow. 


Today  U.S.  cities  are  enlist- 
ing Rockwell's  expertise  in 
sensors,  signal  processing, 
communications  and  software 
to  develop  new  transportation 
systems  that  will  eliminate 
highway  congestion,  reduce 
pollution  and  increase  safety. 

Rockwell  is  converting  its 
defense  technology  to  numer- 
ous commercial  needs. 
From  adapting  GPS  systems 
to  revolutionize  civilian  and 


commercial  navigation.  To 
applying  rocket  engine  tech- 
nology to  increase  the  speed 
of  our  printing  presses.  And 
using  Computational  Fluid 
Dynamics  to  streamline  sun- 
roof designs. 

Rockwell  constantly  seeks 
new  ways  to  best  serve  its 
customers.  Finding  new  routes 
to  leadership  in  the  Electronics. 
Aerospace,  Automotive  and 
Graphics  markets  we  serve 


Rockwell  International 
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The  incidence  of  melanoma,  the  worst  kind  of  skin 
cancer,  is  higher  among  men  than  women.  It  needn't  be. 


Safe  sun 


By  Katarzyna  Wandycz 

SUMMER  is  HERE,  and  with  it  the  pre- 
dictable flood  of  articles  about  the 
dangers  of  too  much  sun  and  the 
benefits  of  protective  sunscreens. 
Does  anyone  need  another  such  arti- 
cle? If  you're  a  male  over  40,  the 
answer  is:  probably  yes. 

Over  the  last  two  decades  the  num- 
ber of  cases  of  melanoma — the  deadli- 
est kind  of  skin  cancer — has  increased 
among  both  men  and  women.  But  for 
men,  the  increase  has  been  30%  faster, 
according  to  the  National  Cancer  In- 
stitute. The  danger  grows  with  age. 
Though  women  tend  to  develop  mel- 
anomas more  often  than  men  until 
their  mid-40s,  by  their  late  60s  men 
develop  twice  as  many  cases  of  mela- 
noma as  women. 

Why?  The  answer  does  not  lie  in 
gender  differences  between  men's 
skin  and  women's.  When  it  comes  to 
absorbing  the  sun's  ultraviolet  rays, 
men's  skin  behaves  exactly  the  same  as 
women's  skin. 

When  the  sun  hits  the  skin,  the 
ultraviolet  rays  damage  the  genetic 
code  of  the  skin's  cells.  The  sunburn 
sensation  is  a  message  that  damage 
has  been  done.  Usually  the  cells  either 
repair  themselves  or  die  off — that's 
the  recovery-from-sunbum  sensa- 
tion. But  when  the  damage  is  repeat- 


ed over  and  over  again,  the  cells  may 

not  repair  themselves  properly  and 

may  start  growing  abnormally — pos- 
sibly causing  cancer.  Subjecting  your 
skin  to  repeated  sunburns  is  some- 
what akin  to  kicking  a  good  dog  until 
he  turns  on  you. 

In  order  to  defend  themselves 
against  repeated  doses  of  ultraviolet 
rays,  one  of  the  skin's  dozens  of  types 
of  cells,  the  type  called  melanocytes, 
start  producing  a  protective  pigment, 
called  melanin.  Melanin  acts  as  a  kind 


of  umbrella  that  absorbs  the  dama 
ing  rays.  T hat  tanned  look  is  actua 
the  production  of  melanin. 

"It  [the  spread  of  melanin]  is  yo 
skin  telling  you,  'Hey!  This  hur 
What  can  I  do  to  stop  it?'  "  says  Jo] 
DiGiovanna,  a  dcrmatological  1 
searcher  at  the  National  Cancer  Ins 
tute  in  Bethesda,  Md. 

Cancers  can  develop  in  any  of  t 
skin's  cell  tvpes.  In  most  cases, 
detected  early,  these  cancers  are  eas 
treatable  through  removal,  radiatii 
or  laser  therapy.  That's  why  skin  ca 
cer  is  the  most  common  type  of  cam 
in  the  U.S. — ewer  half  a  million  ca; 
are  diagnosed  every  year  in  the  U.i 
and  roughly  every  other  person  w\ 
lives  to  the  age  of  65  gets  some  kind 
skin  cancer  at  least  once — yet  f< 
people  die  from  it. 

The  exception  is  melanoma. 

When  cancer  develops  in  the  pi 
ment-producing  melanocyte  eel 
the  cancer  is  referred  to  as  melanoij 
It  is  dangerous  because,  unlike  oth 
skin  cancers,  melanoma  can  spread 
the  liver,  kidneys  and  other  orgai 
Detected  early,  melanoma  can  usua 
be  cured  through  removal.  Even  s 
melanoma  accounts  for  three-fourt 
of  the  9,100  deaths  per  year  from  sk 
cancer.  Most  at  risk  are  people  ui 


Can  sunscreens 
kill  you.5 

In  January  1993  in  the 
Annals  of  Epidemiology, 
medical  researchers  Ce- 
dric  and  Frank  Garland  and 
Edward  Gorham  pub- 
lished a  commentarv  with  a 
remarkable  conclusion. 
Sunscreens,  they  w  rote, 
may  increase,  not  r«  ce, 


the  incidence  of  melanoma. 
The  study  was  widely  dis- 
missed by  skin  cancer  spe- 
,  tlists.  But  elements  of 
the  business-bashing  popu- 
lar press,  notably  Mother 
Jones,  applauded  the  article 
and  gave  it  major  play. 

The  Garland  brothers, 
both  professors  of  epidemi- 
ology at  the  University  of 
California,  San  Diego,  and 


their  colleague  Edward 
Gorham  started  with  a  sim- 
ple correlation:  The  rapid 
rise  of  melanoma  cases 
since  the  mid-1970s  co- 
incided with  the  introduc- 
tion and  use  of  high-in- 
tensity sunscreens. 

Could  there  be  a  causal 
connection?  The  research- 
ers posited  that  sun- 
screens are  most  efficient  at 


blocking  only  the  sun's 
ultraviolet  B  (uvr)  rays, 
and  allow  ultraviolet  A 
(uva)  rays  to  get  througl 
to  the  skin's  cells.  Point- 
ing to  studies  conjecturir 
that  UVA  rays  may  also 
promote  cancer,  the  re- 
searchers argued  that  sun 
worshippers  were  deludir 
themselves  into  thinking 
thev  could  absorb  lots  of 
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ir  skin  and  hair  and  light-colored 
,es.  Also  in  danger  are  those  who 
ave  sustained  sunburns,  have  a  fam- 
v  history  of  skin  cancer  or  have  al- 
:ady  had  skin  cancer.  Some  studies 
low  that  infrequent  sunburns  are 
tore  prone  to  cause  melanoma  than 
radual  suntanning  over  time.  Watch 
at,  weekend  athletes. 

Back  to  our  original  question:  Why 
o  men  appear  to  be  more  susceptible 
lan  women  to  melanomas?  The  key 
:ems  to  lie  in  how  men  deal  with 
cposure  to  the  sun.  Says  Darreil  Ri- 
sl,  an  associate  professor  of  derma- 
>logy  at  New  York  University's 
;hool  of  Medicine:  "Men  spend  a  lot 
f  time  outdoors  without  even  think- 
ig  that  they  are  in  the  sun." 

Men  who  like  outdoor  activities 
in  protect  themselves  against  the  sun 
le  way  a  growing  number  of  women 
» — with  the  high-intensity  protec- 
ve  creams  that  have  been  introduced 
ver  the  past  decade.  Sunscreens  ei- 
ler  reflect  or  absorb  the  damaging 
lvs  of  sun,  not  letting  them  through 
)  the  skin. 

But  while  men  could  use  protective 
•earns  to  the  same  degree  women  do, 
le  evidence  suggests  they  don't.  For 
cample,  according  to  the  latest  find- 
igs  by  Mediamark,  a  market  and 


media  research  firm  in  New  York, 
roughly  50%  fewer  men  than  women 
use  sunscreens. 

Men's  macho  attitudes  and  non- 
chalance about  the  sun's  dangers 
seem  to  get  in  the  way  of  intelligent 
sunbathing.  "I  nag  my  husband — 
'Did  you  put  the  sunscreen  on?'  " 
reports  Kara  Smigel,  a  spokesperson 
for  the  National  Cancer  Institute, 
"and  he  completely  forgets  to  do  it." 

Confirms  Robert  Dziublowski,  a 
fair-skinned,  blue-eyed  stockbroker 
at  New  York's  Gruntal  &  Co.  who  is 
in  the  sun  only  on  weekends:  "I  don't 
really  think  about  sunscreen.  If  it 
wasn't  for  my  girlfriend,  it's  a  slim 
chance  I'd  have  my  own." 

Perhaps  because  men  are  not  good 
customers,  the  $420  million  a  year 
(retail  sales)  sunscreen  industry  is 
geared  more  toward  women  than 
men,  reinforcing  the  male  tendency 
to  go  without  sunscreens.  Anecdotal 
evidence:  The  July  issue  of  Vogue,  the 


popular  women's  magazine,  has  four 
ads  for  sunscreens;  the  July  issue  of 
Esquire  has  none. 

Another  anecdote:  A  recent  Gallup 
survey  commissioned  by  Schering- 
Plough,  maker  of  sunscreens,  and  the 
American  Academy  of  Dermatology 
polled  women  about  what  they  know 
about  melanoma,  how  often  they  use 
sunscreens  and  how  much  time  they 
spend  outdoors.  The  survey  included 
information  about  children.  Not  a 
word  about  men. 

Medical  research  has  not  conclu- 
sively proved  that  sunscreens  protect 
the  skin  and  prevent  melanomas  and 
other  forms  of  skin  cancer.  The  high- 
intensity  screens  have  been  out  only 
for  a  decade  or  so;  research  will  not 
begin  to  show  their  impact  until  later 
in  this  decade.  In  fact,  one  widely 
reported  hypothesis  has  even  suggest- 
ed that  sunscreens  promote  skin  can- 
cer (see  box,  below). 

But  few  people  take  that  study  seri- 
ously, and  there  is  a  very  broad  con- 
sensus within  the  cancer  research 
community  that  sunscreens  will  prove 
to  be  effective  weapons  in  the  battle 
against  melanomas.  The  American 
Academy  of  Dermatology  endorses 
the  use  of  sunscreens  with  a  minimum 
sun  protection  factor,  or  spf,  of  15, 
meaning  it  takes  the  sun  1 5  hours  to 
do  the  damage  that  it  would  do  in  1 
hour  to  unprotected  skin.  Don't 
bother  paying  more  for  lotions  with 
SPFs  much  greater  than  15;  research- 
ers have  been  unable  to  show  that 
these  creams  provide  much  stronger 
protection,  and  the  FDA  recently  pro- 
posed limiting  SPFs  to  30.  But  men 
should  take  a  tip  from  women  and  use 
screens  when  in  the  sun.  Better  alive 
than  macho.  Hi 


in  as  long  as  they  pur- 
lased  and  applied  plenty 
f  sunscreen — whereas  in 
tct  they  were  exposing 
lemselves  to  huge  doses 
f  harmful  UVA  rays. 

The  researchers  also 
osited  that  because  LTVB 
lys  arc  the  main  source 
f  vitamin  D,  and  because 
tamin  D  may  inhibit  the 
regression  of  melanoma, 


and  because  sunscreens 
block  UVB  rays — sunscreens 
might  promote  vitamin 
D  deficiencies  and  cause 
melanomas. 

In  the  eyes  of  Mother 
Jones,  die  Garlands'  study 
provided  a  perfect  exam- 
pic  of  how  business  tricks 
consumers  into  danger- 
ous acts  for  the  sake  of  pri- 
vate profit.  But  in  the  eyes 


of  the  scientific  communi- 
ty, the  study  was  dubious. 
Citing  the  Garlands' 
"alarmist  views,"  the 
American  Academy  of  Der- 
matology rejected  their 
research  as  "not  the  result 
of  sound  analysis  but .  .  . 
questionable  use  of  data 
from  other  observers." 
Like  nearly  everyone  in- 
volved in  skin  cancer  re- 


search, the  AAD  strongly  en- 
dorses sunscreens. 

Recently  some  sun- 
screen makers  have  been 
adding  agents  that  par- 
tially block  uva  rays.  Re- 
searchers are  increasingly 
concerned  about  uva  rays, 
but  disagree  with  the 
Garlands  and  believe  sun- 
screen protection  is  bet- 
ter than  none.  -KW.  BR 
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mag ine  increasing  your  transplant  procedur 


We're  the  4th  busiest  transplant 
hospital  in  the  country 


"It  took  a  team  effort  to  increase  gives  them  a  greater  level  of  com- 

our  transplant  procedures  by  50%.  fort  with  our  overall  organization. 

Digital  was  part  of  that  team."  "We're  constantly  looking  for 

"Digital  really Tiefped  us  change  ways  to  be  more  accessible  and 

our  perception  in  the  rnarketplace.  cooperative.  New  systems,  pro- 

We're  the  4th  busiest  transplant  grams  and  a  team  effort  are  mak- 

hospital  in  the  country  ing  a  difference  and  we 

and  in  the  past,  doctors            .  J/F"  see  it  in  increase  pro- 

sometimes  found  it  dif-             a  cedures.  This  is  important, 

o  keep  track  of           Jfl  because  although  we 

atiehts  as  they           ifl  are  a  hospital  focusing 

from  one  test,    ^^^^m  on  patient  care;  teaching 

ure  or  specialist              ^jjSL  and  research,  we're  also 

th^p  V       I                      ^^V^  a  business  and  we  need 

We  needed  a  dis-                   jj^.  a  healthy  share  of  market 

tributed  clinical  infor-                      ■■  if  we  are  to  stay  viable. 

R.  Reed  Fraley,  Executive  Director 

motion  systems  (CIS)   The  Ohio  state  University  Hospitals  Digital  is  far-reaching  in 


SB 


and  in  the  past,  doctors 
sometimes  found  it  dif- 


ficult to  keep  track  of 


heir  patients  as  they 


1 


from  one  test, 
ure  or  specialist 
then  . 


i  needed  a  dis- 
tributed clinical  infor- 


environment.  We  needed  our  sys- 
tems to  speak  to  each  other, 
including  the  mainframes.  And 
Digital  was  a  natural  for  that. 

"The  new  integrated  CIS  that 
we  developed  with  Digital  now 
gives  doctors  easy  access  to 
patient  information.  This  helps 
them  provide  better  care  and 


its  thinking,  and  it  matches  the 
challenges  that  we  face." 

Digital  helped  develop  a  cure 
for  The  Ohio  State  University 
Hospitals'  information  problems. 
We  can  do  the  same  for  your 
business.  Call  1-800-332-4636, 
extension  93,  or  contact  your 
Digital  sales  office. 
PUTTING  IMAGINATION  TO  WORK 


d  i  q  i  t  a 
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Ever  get  the  urge  to  strap  on  a  guitar  and  jump  on  stage?  Here's  how 
some  New  Yorkers  do  it.  Your  town  could  be  next. 

The  Wall  Street  beat 


By  James  M.  Clash 

IT'S  Friday  night  in  the  Lone  Star 
Cafe  Roadhouse,  a  cramped  and 
smoky  club  in  midtown  Manhattan. 
You  and  a  few  friends  stroll  in  after 
work  and  belly  up  to  the  bar.  Up  on 
stage  under  the  hot,  blue  lights  is  a 
group  pumping  out  the  chords  to  the 
Rolling  Stones'  "Paint  It  Black."  The 
players  on  stage  look  more  like  you 
than  Mick  Jagger — clean-cut  business 
types.  Your  mind  drifts  back  to  when 
you  once  played,  or  wanted  to  play,  in 
a  band — high  school,  or  maybe  col- 
lege— and  you  wish  you  were  up  there 
with  them. 

Fact  is,  you  could  be,  courtesy  of 
Off  Wall  Street  Jam,  a  New  York- 
based  firm  that  helps  executives  act 
out  their  musical  fantasies.  "There  are 
a  lot  of  musicians  trapped  inside  busi- 
ness suits,"  says  Doug  Berlent,  30, 
co-owner  of  the  Jam.  "Our  mission  is 
to  get  them  to  come  out." 

Berlent,  a  Yale  alumnus,  and  his 
partner,  John  Watts,  a  31 -year-old 
Brown  grad,  founded  the  Jam  in  1 990 
by  pooling  $150,000  of  their  equip- 
ment and  savings.  Musicians  by  trade, 
Berlent  and  Watts  leased  a  2,000- 
square-foot  space  and  purchased  ad- 
ditional new  and  secondhand  musical 
instruments — drums,  guitars,  electric 
organs.  Then  they  printed  up  a  few 
hundred  flyers  and  handed  them  out 
during  the  Wall  Street  lunch  hour. 
The  response  was  instantaneous.  "We 
got  10  faxes  and  20  phone  calls  the 
first  day,"  says  Berlent. 

Within  a  few  months,  die  Jam  had 
recruited  more  than  200  members, 
mostly  lawyers,  investment  bankers 
and  brokers.  It  now  boasts  about 
1,000  members.  More  than  90%  of 
the  customer  base  is  made  up  of 
young  professionals — 80%  are  men, 
20%  women. 

What  exactly  does  the  Jam  do?  In 
essence,  it's  a  musicians'  matchmak- 
ing service.  For  a  SI  00  annual  fee  and 
then  $20  for  each  hour-and-a-half 


session,  you  can  be  matched  up  with 
other  musicians  of  the  same  general 
ability  and  musical  interests.  The  av- 
erage band  size:  four  or  five  members 
(lead  guitar,  rhythm  guitar,  bass, 
drums,  vocals  or  keyboard).  The 
groups  play  in  one  of  the  Jam's  three 
fully  equipped  studios  in  lower 
Manhattan. 

"Clients  show  up  with  a  guitar  or 
drumsticks  and  we  do  the  rest,"  says 
Watts.  "Except  play,  that  is." 

Step  one  is  a  personal  evaluation. 
You  complete  a  questionnaire  indi- 
cating musical  preference — classic 
rock,  blues,  jazz,  alternative- — and  let 
them  know  when  you  can  fit  practice 
sessions  into  your  schedule.  Then  you 
"audition"  so  the  Jam  can  rank  your 
musical  ability.  A  computer  pairs  you 
up  widi  compatible  musicians.  But 
more  than  musical  compatibility  is 
taken  into  account  when  forming  the 
groups.  "We  try  not  to  put  traders  in 


with  lawyers,"  says  Watts.  "Traders 
tend  to  be  more  aggressive — not  a 
good  mix." 

But  don't  expect  to  strike  a  business 
deal  with  some  of  the  members  in 
your  band.  "It's  not  like  one  of  those 
networking  things,"  says  Andrew 
Riddles,  37,  a  patent  lawyer,  guitarist 
and  Jam  member  since  spring  1991. 
"If  someone  started  pushing  their 
business  card  on  you  and  said  'Let's 
do  lunch,'  it  would  be  considered 
tacky.  Here,  it's  like,  'What  kind  of 
music  are  you  into?'  " 

To  give  its  customers  the  chance  to 
strut  their  talents  before  live  audi- 
ences, the  Jam  reserves  one  night  a 
month  at  the  Lone  Star.  On  a  recent 
evening,  there  was  a  wide  variety  of 
groups  with  names  like  Aggressive 
Pedestrians,  Critical  Mass  and  The 
Rolling  Bones  f  you  guessed  it,  Stones 
clones).  One  hit  group  of  the  night 
was  Therapy,  an  oldies  combo  that 


Left  to  right: 
Brent  Clark, 
Beth  Saperstein, 
Henry  Marchell, 
Andrew  Riddles, 
Roy  Yegerman 
and  Joe  Grunfeld 
Wall  Streeters 
getting  it  on 
at  a  recent 
jam  session. 
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covered  such  Sixties  classics  as  Johnny 
Rivers'  "Secret  Agent  Man"  and  the 
late  Del  Shannon's  "Runaway." 

Richard  Ehrlich,  38,  a  senior  vice 
president  at  Lehman  Brothers,  is 
Therapy's  lead  singer.  After  belting 
out  the  lyrics  and  swaying  his  hips,  he 
sounded  like  a  true  rocker  when  he 
said:  "I  enjoy  what  I  do  for  a  living, 
but  when  you're  up  there  on  stage  it's 
just — I  don't  know,  you  have  incredi- 
ble attention.  Everybody's  looking  at 
you.  I  felt  like  I  could  control  the 
audience." 

Henry  Marchell,  41,  an  energy 
commodities  broker  who  also  is  at 
Lehman  Brothers,  has  a  different  take 
on  the  Lone  Star  experience.  Says 


Marchell,  a  drummer  and  Jam  mem- 
ber since  spring  1992:  "When  I  came 
off  stage,  my  7-year-old  daughter  put 
her  arms  around  me  and  said,  lDad, 
you  were  great.'  There's  nothing  bet- 
ter than  that." 

But  mtv  this  isn't.  Opines  Mort 
Cooperman,  co-owner  of  the  Lone 
Star,  who  has  hosted  the  likes  of  Eric 
Clapton  and  Paul  McCartney:  "Some 
of  them  [Jam  members]  are  surpris- 
ingly good,  but  it's  a  mixed  bag. 
They're  not  virtuosos,  but  they're  not 
trying  to  be." 

As  a  business,  Jam  is  making  it,  but 
not  making  its  founders  rich.  Yet. 
Watts  says  Off  Wall  Street  Jam's  1992 
revenues  were  around  $200,000,  up 


more  than  60%  over  the  previous  year. 
Apparently  influenced  by  some  of  his 
Wall  Street  clientele,  Berlent  says  he's 
thinking  of  selling  Jam.  franchises.  He 
already  has  deals  for  free  equipment 
and  support  services  in  exchange  for 
promotion  from  as  many  as  ten  major 
suppliers. 

The  Jam  recently  doubled  its  re- 
hearsal space  to  about  4,000  square 
feet,  adding  a  second  floor,  and  Ber- 
lent is  currently  looking  to  expand  to 
Washington,  D.C.  "Lots  of  lawyers 
down  there,"  he  says. 

If  Off  Wall  Street  Jam  has  its  way, 
there'll  be  a  place  on  some  stage, 
somewhere,  for  every  Jimi  Hendrix 
wannabe.  HI 
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If  you  want  to  golf  in  Scotland,  the  hazards 
extend  beyond  the  weather  and  the  bunkers. 

Restrictive 


golfing 


By  Elizabeth  Comte 

Booking  a  golf  vacation  in  Scotland 
can  be  as  troublesome  as  trying  to 
spot  a  pin  through  the  trees. 

Take  tee  times.  Since  most  Scottish 
courses  are  private,  tourists  take  a 
backseat  to  club  members.  Guests 
staying  at  hotels  on  or  near  the 
courses  don't  necessarily  receive  spe- 
cial preference — even  if  they  can  fig- 
ure out  when  the  courses  are  open. 
Famous  St.  Andrews  Old  is  closed  on 
Sundays.  At  venerable  Royal  Aber- 
deen, visitors  can't  tee  off  before  3:30 
p.m.  on  Saturdays.  At  Royal  Troon 


and  Prestwick,  visitors  cannot  play  on 
weekends,  period.  Muirfield  allows 
visitors,  but  only  on  Tuesdays,  Thurs- 
days and  Friday  mornings — oops,  no 
Friday  mornings  in  July  and  August. 

The  restrictions  don't  stop  there. 
Some  Scottish  courses  are  closed  to 
women.  Western  Gailes,  a  popular 
course  near  Prestwick,  allows  women 
to  play,  but  only  if  they're  accompa- 
nied by  men. 

And  guys,  don't  think  your  gender 
alone  will  get  you  on.  Many  courses 
require  men  to  have  no  higher  than  a 


ABOVE: 

The  18th  hole  at 
legendary 
St.  Andrews 
LEFT: 

Royal 

Dornoch,  a  remote 
gem  many  visitors 
overlook 
Schedule  your 
tee  times  long 
before  you  pack 
your  bags. 


24  handicap.  Muirfield  restricts  play- 
to  men  with  handicaps  of  1 8  or  low  er, 
and  women  with  24  or  lower.  Don't 
forget  your  handicap  certification  and 
a  letter  of  introduction  from  your 
country  club;  the  local  pros  won't 
take  your  word  for  it. 

Quite  obviously,  booking  a  Scot 
tish  golfing  vacation  requires  a  travel 
agent  with  unusual  skills.  In  planning 
his  long  dreamed-of  golf  vacation  to 
Scotland,  one  62 -year-old  executive 
reported  that  his  otherwise  reliable 
travel  agent  had  booked  a  tee  time  for 
him  on  a  course  that  was  closed  to  the 
public  that  day. 

The  best  bet  is  to  use  an  agent  wise 
in  the  ways  of  Scotland's  restrictive 
golfing — and  even  then  it's  a  good 
idea  to  double-check  tee  times,  visi 
tors'  playing  days  and  handicap  limits 
yourself. 

Two  outfits  that  specialize  in  Scot- 
tish golf  trips  are  Cincinnati's  Scottish 
Golf  Holidays  (800-284-8884)  and 
Atlanta's  Perry  Golf  (404-641- 
9696).  They  can  provide  you  with 
everything  from  tips  on  playing  the 
courses  to  the  cost  of  an  experienced 
caddy  to  appropriate  attire  on  and  off 
the  links. 

A  third  agency,  Adventures  in  Golf, 
in  Nashua,  N.H.  (603-882-8367), 
specializes  in  deluxe  golf  vacations 
abroad.  It's  run  by  Ken  Hamill,  55,  a 
12-handicap  player  and  a  member  of 
Scotland's  Prestwick  and  Royal  Dor- 
noch clubs.  Hamill  spends  several 
weeks  a  year  checking  out  old  and 
new  courses  in  Scotland  and  on  the 
Continent;  he  keeps  a  detailed  calen- 
dar of  events  at  each  course  so  that  he 
knows  exactly  when  courses  aren't 
available. 

We  asked  Hamill  to  craft  a  two- 
week  deluxe  golf  vacation  in  Scot- 
land. He  came  up  with  a  combination 
of  famous  courses,  such  as  Prestwick 
and  St.  Andrews,  and  remote  gems, 
including  Royal  Dornoch  and  Cru- 
den  Bay.  Cost:  $6,514  per  person 
(excluding  airfare),  for  13  nights  of 
luxury  hotel  accommodations  and  12 
rounds  of  golf.  The  price  includes  all 
greens  fees,  a  car  and  driver  and  a  full 
English  breakfast  every  morning. 

Friday — Depart  New  York's  JFK  air- 
port at  6:15  p.m.,  nonstop  to  Glas- 
gow Arrive  Glasgow  6  a.m.  Saturday, 
met  by  car  and  driver.  Drive  to  Turn- 
berry  Hotel,  51  miles.  Golf:  2  p.m., 
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To  one  lender, 

home  ownership  is  an  article  of  faith. 


*  *  *  *  * 

*  *  +  *  * 

*  *  *  * 

*  *  *  * 

*  *  *  *  * 

*  *  *  * 


Countrywide  s  commitment: 

Deliver  the  American  Dream  to  more  families  than  ever  before. 


Angela  R.  Moziio,  CEO,  CMB 


The  home  mortgage 
professionals  of 
Countrywide  are 
singularly  focused 
on  providing  more 
Americans  with  affordable  home  loans,  and  they've 
written  many  new  rules  of  the  game  to  get  it  done. 

Such  as  putting  loan  underwriters  on  the  front  line 
to  deal  directly  with  customers,  and  compensating 
loan  origination  staff  for  quality  and  service,  not  vol- 
ume. In  addition,  Countrywide's  new  House  America!" 
program  offers  flexible  underwriting  and  counsel- 
ing for  low-to-moderate-income  families. 


Countrywide  has  become  America's  largest  home 
mortgage  lender  by  working  to  better  serve  home 
buyers.  A  broad  array  of  lending  programs  are 
offered  directly  through  convenient  local  branches, 
a  toll-free  national  telephone  service,  as  well  as  a 
network  of  other  financial  service  providers. 

To  learn  more  about  how  Countrywide's  home  mort- 
gage loan  programs  can  help  you,  your  employees 
and  your  business  call,  800  669-6655  ext.  5198. 

COUNTRYWIDEM 

HOME  MORTGAGE  LOANS 


No     one     works     harder     to     deliver     the     American  Dream. 


ROAD  &  TRACK 
MAGAZINE 

What  we  have  here  is 
ne  nugget  of  a  serious 
orts  sedan." 


AURUS 


WITH  NEW 

AUTOMATIC 

TRANSMISSION. 

The  response  was 
automatic.  Rarely 
has  a  sports  sedan 
transported  the 
critics  so  quickly— 
to  their  typewriters. 


The  1993  Taurus  SHO's  newl) 
engineered  optional  automati 
transmission  inspired  Car  & 
Driver  to  say  "The  power 
remains,  the  handling  remains 
and  the  added  ease  of  operatio 
should  open  the  rewards  of  Sh 
ownership  to  a  whole  new  cro^ 
of  drivers." 


hue 


AUTOMOBILE 
MAGAZINE 

"So  perfect  for  its  time  and 
dace  that  you  wonder  if  it 

led  in  heaven." 


^nd  what  rewards  they  are.  An 
-business  24-valve  220  horse- 
wer  V-6  engine.  Sophisticated 
terior  appointments.  And  secure 
sets  like  the  standard  anti-lock 
akes,  standard  driver's  and 
ailable  right-  front  passenger  air 
g  supplemental  restraint 
stem.  Air  bags,  in  conjunction 


with  properly  worn  safety  belts, 
are  one  of  the  most  effective 
restraint  systems  available. 

Motor  Trend  says  Taurus  SHO 
"embellishes  your  most  vivid 
sports  car  fantasies."  We  couldn't 
have  said  it  better  ourselves.  The 
1993  Taurus  SHO. 

Buckle  up -together  we  can  save  lives. 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


A  high-tech  telecommunications  component 
in  its  day,  the  glass  insulator  has  become 
a  sought-after  collectible. 

Can  you  believe 
it,  Ezra  Cornell? 


Ailsa  (optional,  in  view  of  possible  jet- 
lag  adjustments).  Or  walk  along  the 
Fii  th  of  Clyde,  the  estuary  along 
Turn  berry  Golf  ( bourse  that  meets  the 
Irish  Sea. 

Sunday — 8  a.m.  breakfast  at  Turn- 
berry  Hotel.  Golf:  9  a.m.,  Ailsa.  Apres 
golf:  visit  to  the  Culzean  Castle  and 
Country  Park  (circa  1777).  Dinner  at 
I  ochgreen  Mouse,  a  local  restaurant 
noted  lor  us  salmon  and  lamb. 

Monday — Golf:   10  a.m..  Royal 
Troon  (  men  only  ).  Day  trip  for  worn 
en  to  the  cashmere  shops  on  Arran 
Island.  Cocktails  and  dinner  at  the 
Turnberry  Hotel. 

Tuesday— Golf:  8:50  a.m.,  Presl 
wick.  Lunch  at  the  club.  Drive  to 
Inverlochy  Castle,   134  miles,  for 
accommodations. 

Wednesday — Sightseeing  on  the 
Isle  of  Skye.  Dinner  at  Inverlochy 
Castle. 

Thursday — Drive    to  Culloden 
House  in  Culloden,  78  miles.  Walk 
ing  tour  of  the  sights  around  Loch 
Ness.  Golf:  2:30  p.m.,  Nairn.  Dinner 
at  Culloden  House. 

Friday— Golf:  10:30  a.m.,  Royal 
Dornoch.  Afternoon  of  sightseeing  in 
Dornoch,  including  the  13th-century 
Dornoch  Cathedral.  Dinner  at  Loch- 
lov  House. 

Saturday — Drive  to  Invery  House, 
90  miles.  Check  in,  then  drive  to  golf, 
25  miles.  Golf:  2:30  p.m.,  Cruden 
Bay.  Dinner  at  Invery  House. 

Sunday — Golf:  8:30  a.m.,  Royal 
Aberdeen.  Afternoon  sightseeing  at 
Balmoral  Castle,  the  royal  family's 
summer  home.  Early  evening:  trout 
fishing.  Dinner  at  Invery  House. 

Monday — Drive  to  the  Old  Course 
Hotel,  St.  Andrews,  71  miles.  Golf: 
2:30  p.m.,  St.  Andrews,  the  New 
Course.  Dinner  at  the  hotel. 

Tuesday — Coif:  10:40  a.m.,  the 
Old  Course.  Sightseeing  in  St.  An- 
drews, with  a  tour  of  the  golf  museum 
and  university,  founded  in  1411.  Din- 
ner at  the  renowned  Peat  Inn. 

Wednesday — Drive  to  Grcvwalls 
Hotel,  75  miles.  Golf:  2:30  p.m., 
Gullane  1.  Dinner  at  Greywalls. 

Thursday — Golf:  9:30  a.m.,  North 
Berwick.  Afternoon:  tour  of  Edin- 
burgh, the  Scottish  capital. 

Fridav — Drive  to  Glasgow  Airport, 
75  miles.  Arrive  New  York:  3:55  p.m., 
full  of  good  stories  to  tell  at  vour  local 
19th  hole.  m 


By  Christie  Brown 

People  collect  the  darnedest 
things.  One  of  the  more  unusual 
we've  come  across  lately:  glass  insula- 
tors. Those  utility  pole  gizmos  you 
may  have  used  for  target  practice  as  a 
kid  now  command  serious  money 
from  people  who  collect  them. 

Take  Butch  and  Eloise  Haltman, 
who  own  the  G.H.  Pool  Construe 


tion  Co.  in  Cathedral  City,  Calif.  Last 
November  they  paid  $10,000  for  a 
single  aqua-colored  insulator.  Made 
around  1900,  it  is  embossed  with  the 
words  "Combination  Safety. "  "It's 
only  one  of  seven  or  eight  know  n  to 
exist,''''  says  Butch  Haltman. 

The  Haltmans  say  they've  spent 
about  $500,000  in  the  last  decade 


Butch  and  Eloise  Haltman  with  "Mickey  Mouse"  and  "Buzby"  insulators 
Their  1,000-piece  collection  cost  them  $500,000. 
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Yovtll  find  our  Mesh  Knit  has 
more  of  nearly  everything- 
except  flies,  slubs  and  crocking. 


If  you  make  a  cotton  Mesh  Knit 
shirt  -  and  you're  as  finicky 
as  Lands'  End  -  there  are  a 
zillion  things  to  watch  for.  1 

Cotton  comes  from 
the  field,  after  all.  You 
can  card  it,  and  comb 
it,  and  still  have  stuff 
left  in  it  When  that's 
knit  into  the  cloth,  the  II^^R 
result  is  flies  and  slubs  :f§f|tf| 
-  tiny  bumps  and  imper-  /wm 
lections,  like  hiccups  in 
the  fabric.  They're 
unsightly  and  weaken 
the  Mesh. 

So,  we  do  our  darndest 
to  weed  out  flies  and  slubs. 
Matter  of  fact,  we  have  seventy 
fly-  and  slub- inspectors. 

A  fine  Mesh  we're 
getting  you  into. 

Our  Mesh  Knit  is  made  of 
100%  American  grown,  cotton.  It's 
spun  into  an  18  singles  yarn:  a 
yarn  so  fine  that  it  takes  4.3  miles 
of  it  to  make  one  Lands'  End  Mesh. 

Now  obviously,  what  makes  a 
Mesh  so  comfy  is  that  it  is  a 
Mesh.  It's  "ventilated"  with  thou- 
sands of  tiny  air  holes  that  let  it 
breathe.  (Don't  ask  us  how  many 
thousands,  please  -  we  gave  up 
counting  'em!) 

But  to  make  our  Mesh  Knit 
even  comfier,  we  add  thoughtful 
little  details.  For  example,  side 
vents.  So,  you  can  wear  the  shirt 
outside  your  pants,  without  its 
catching  around  the  hips. 

We  also  tape  the  neck  band  to 
keep  the  edges  from  chafing  and 


rubbing  you  the  wrong  way. 

And  speaking  of  rubbing,  we 
hate  when  a  shirt's  color  rubs  off 
-  on  other  clothing,  for  instance. 
That's  called  crocking.  We  try 
and  avoid  it  by  using  reactive 
dyes.  These  get  chemically  "mar- 
ried" to  the  yarn  -  the  two 
become  nearly  inseparable  till 
death  do  them  part 

The  price  is  the 
clincher. 

Our  Mesh  is  only  $19.  (A 
little  more  for  Tall,  Men's  XXL, 
or  with  a  pocket  or  stripes.)  And 
that's  not  much  for  such  quality. 

Of  course,  the  Lands' End 
catalog  has  lots  more  -  from 
classic  dress  and  casual 
clothing,  to  our  original  soft 
luggage,  children's  things  and 
home  furnishings.  It's  all 
fairly  and  honestly  priced. 

And  it  all  comes  with  our 


unconditional  guarantee.  In  two 
words -"Guaranteed.  Period." 

Send  for  our  catalog.  Better 
yet  phone  us  -  24  hours  a  day, 
any  day  or  night. 

You'll  find  no  flies  in  our 
service.  No  slubs,  either. 

©1993.  Lands? End,  Inc. 


r 


Guaran 


teed.Periodf 


If  you'd  like  a  free  copy  of  our 
catalog,  call  1-800-356-4444 
Or  mail  this  coupon  to: 
1  Lands' End  Lane,  Dept.YF 
Dodgeville,  WI  53595 

Name  


YF 


Address. 
City  


Slate. 


.  Zip. 


Phone 


Day/ Night 
[circle  one) 


collecting  over  1,000  colorful  glass 
insulators  dating  from  the  1840s  to 
!  In-  I  c->70s.  ( )nc  of  the  best  collections 
in  the  country,  the  Haltmans1  insula 
tors  range  in  size  from  a  2 -inch -long 
block-shaped  insulator  used  by  the 
Confederate  Army  (for  which  they 
paid  $2,500)  to  one  2V2  feet  tall  and 
weighing  35  pounds,  which  was  made 
for  high  voltage  power  lines  by 
Corning  Inc.  in  the  1970s.  The 
cost:  $300. 

Displayed  in  specially  made  cabi- 
nets throughout  the  Haltmans' 
house,  the  insulators  come  in  shades 
of  emerald,  purple,  amber  and  aqua. 
Says  Hutch,  affectionately:  "The 
shapes  all  had  different  nicknames 
among  the  collectors  like  'big  man,' 
'little  man,'  'blob,1  'big  mouth,'  'tea- 
pot' and  'pony.'  " 

The  Haltmans'  youngest  son  first 
got  them  interested  in  insulators.  Af- 
ter salvaging  some  old  insulators  back 
in  the  1970s  from  a  downed  power 
line  near  the  family's  summer  cabin  in 
the  San  Jacinto  Mountains,  the  son 
made  a  summertime  hobby  of  picking 
the  oddities  up  at  flea  markets  and 
antique  shops  for  a  few  dollars  each. 
He  collected  about  300  before  his 
interest  waned. 

Eloise  stored  the  insulators  away 
until  ten  years  ago,  when  she  un- 
packed them  while  rearranging  the 
house.  "It  was  like  opening  Pandora's 
box,"  she  laughs.  Fascinated  with 
what  their  son  had  started,  the  Halt- 
mans took  up  collecting  themselves. 

The  Haltmans  have  bought  most  of 
their  insulators  from  other  collectors 
they've  met  at  shows  listed  in  Crown 
Jewels  of  the  Wire,  a  monthly  magazine 
about  old  insulators  put  out  by  John 
and  Carol  McDougald  of  St.  Charles, 
111.  (annual  subscription:  $17.  Tele- 
phone: 708  513  1544).  The 
McDougalds  have  also  published  a 
two-volume  book,  Insulators:  A  His- 
tory and  Guide  to  North  American 
Pin  type  Insulators  ($45). 

Of  course,  there  is  nothing  rare 
about  most  insulators.  Millions  have 
been  made  over  the  years,  out  of  glass, 
plastic,  wood  and  porcelain.  "Only 
about  1%  have  any  value,"  says  Rich- 
ard Bowman,  of  Webster,  N.Y.  A 
retired  Eastman  k(  »dak  industrial  en- 
gineer, Bowman  has  more  than  4,000 
insulators,  collected  during  the  last 
20  years. 


Itll-.-M** 


TOP:  Insulators  from  the  Haltmans'  collection 
ABOVE:  "Combination  Safety"  from  1900, 
now  worth  $10,000 
Some  collectors  dig  them  up. 


What  makes  an  insulator  desirable? 
If  it's  glass,  brightly  colored  and  has 
unusual  markings  and  an  exotic 
shape,  it's  probably  a  keeper.  "It  has 
to  have  sex  appeal,"  says  Bowman. 

Thousand-dollar  insulators  would 
certainly  amaze  Ezra  Cornell.  After 
Samuel  Morse  invented  the  telegraph 
in  1836,  Cornell  was  hired  to  con 
struct  die  first  telegraph  line,  from 
Washington,  D.C.  to  Baltimore,  in 
1843.  To  insulate  the  copper  wires 
from  the  wooden  poles,  Cornell  sand- 
wiched them  between  two  plates  of 
glass.  Two  years  later  he  built  a  line 
from  Somervillc  to  Fort  Lee,  N.J.  and 


came  up  with  a  better  way  to  insulatt 
the  wires:  bureau  knobs  made  of  glass 

Glass  manufacturers  rushed  to  sup 
ply  this  high-tech  communication 
industry.  The  production  of  insula 
tors  dwindled  after  the  1940s,  whet 
many  power  distribution  lines  wen 
underground.  Glass  insulators  disap 
peared  completely  in  the  1970s  ii 
favor  of  insulators  made  from  cheape 
porcelain. 

Valuable  insulators  can  still  b< 
picked  up  off  the  ground  if  you  knov 
where  to  look,  and  what  to  look  for 
Kenneth  Willick,  a  millwright  fo 
General  Motors  in  Rochester,  N.Y. 
takes  this  form  of  treasure  huntinj 
seriously.  Using  old  maps,  railroac 
books  and  photographs  to  locate  oh 
railroad  lines,  Willick  has  trekkec 
through  the  backwoods  of  Ontario 
Virginia,  Pennsylvania  and  Ohio,  dig 
ging  up  old  insulators.  Over  the  las 
ten  years  he  has  collected  about  40( 
old  glass  insulators,  about  100  o 
w  hich  have  been  unearthed  next  t< 
old  railroad  beds. 

One  of  his  best  finds  was  close  t< 
home.  He  found  an  1850s  insulato 
marked  frw,  for  Erie  Railroads  West 
alongside  a  branch  line  of  the  Erii 
Railroad  10  miles  from  his  house 
Willick  figures  that  it's  worth  ove 
$1,000. 

Not  all  of  his  trips  have  been  s< 
successful.  Two  years  ago  Willick  aiu 
a  friend  traveled  to  Newfoundland  ii 
search  of  insulators  used  on  the  firs 
transatlantic  cable,  laid  in  the  1850s 
But  after  a  week  of  backpackinj 
through  bogs  and  bugs,  all  they  fount 
were  shards  from  insulators  made  ii 
the  1870s.  No  matter.  "It  was  grea 
for  hiking  and  photographs,"  recall 
Willick. 

Thinking  of  climbing  a  few  ol( 
telephone  poles  for  fun  and  profit 
Don't  bother.  There  is  little  left  up  01 
the  lines  of  any  value.  And  beware 
Several  collectors  have  been  electro 
cuted  over  the  years  attempting  t( 
remove  insulators. 

For  more  information,  snag  a  cop] 
of  Crown  Jewels  of  the  Wire,  which  ha 
articles,  classifieds  from  collectors  an( 
notices  of  shows  around  the  country 
Many  are  low-key  swap  meets  in  ; 
collector's  backyard.  The  next  bij 
show  will  be  held  at  the  Towamencit 
Fire  Company  Social  Hall  in  Kulps 
ville.  Pa.,  Sept.  25  and  26.  ■ 
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ONE  FINE  SUNDAY 


June  6, 1993 


Big  BerthaDrivers 

Won  All  Four  Professional  tour  Events 

 1ST  PLACE  

The  Memorial  Tournament  •  io°  Big  Bertha  Driver  •  $252,000 
NYNEX  Commemorative  •  9°%  Bertha  Driver  •  $82,500 

NIKE  Dominion  Open  •  9°  Big  Bertha  d  river  •  $31,500 
LPGA  Oldsmobile  Classic  •  9°  Big  Bertha  Driver  •  $82,500 


and  Two  Additional  Wins  on  the  PGA  Regular  Tour  -  two  weeks  prior 

THE  KEMPER  OPEN  on  May  23  •  9°  Big  Bertha  Driver  •  $234,000 

Southwestern  Bell....  May  30  •  o°Bobi  >y  Jones-DF  Driver**  •  $234,000 
and  Three  Wins  on  the  PGA  Senior  Tour 

Las  Vegas  Senior  Championship  on  May  2  •  9°  Big  Bertha  Driver  •  $105,000 
PaineWebber  Invitational  on  \iay  K)  •  90  Big  Bertha  Driver  •  $82,500 
Bell  Atlantic  Classic  on  iviay  23  •  90  Big  Benim  Driver  •  $07,500 

and  One  More  Win  on  the  LPGA  Tour 

Lady  Keystone  Open  on  May  23  •  9°  Big  Bertha  Driver  •  $60,000 


Big  Bertha  Drivers  Used  Among  (he  lop  Twenty 
Money  Winners  on  These  Four  Toms  Won 
$3.677.774*  Total  During  the  Five  Weeks 
Between  \la\  2  and  June  0.  1993. 

*Includes  winnings  onl)  of  those  players  using  standard  Big  Bertha  Drivers. 
**Thih  club  head    a  Bis  Bertha  protot\  pe  -  two  years  old. 


Sourer  for  ill!  statistical  infonnatio 
Daircll  Survcj  Company.  Tin*  i* 
noi  an  endorsement  l>\  Darnell, 
whirl,  is  a  iurvcj  and  reporting 
jjompaii)  onl\ . 


2285  Rutherford  Road 
Carlsbad,  CA  92008 

(800)  228-2767 

In  California,  call  (619)  931-1771 
In  Canada,  call  (604)  598-4114 

Call  us.  We'll  tell  you  who  carries  Callaway 
golf  clubs  in  your  area. 


To  generalize  from  Elizabeth  Fettinger's  career  story, 
desperation  is  the  mother  of  invention. 

The  lady  and  the 
punch  press 


By  Suzanne  Oliver 

Hi  [ZABl  1 1 1  Fl  n  INGER,  a  61  -year-old 
grandmother,  went  shopping  the 
other  day  for  a  lathe,  a  milling  ma- 
dime  and  a  tig  welder.  She  is  expand- 
ing the  business  she  cofounded  six 
years  ago,  Beacon  Metal  Fabricators. 

Fettinger  didn't  grow  up  dreaming 
of  bending  metal.  When  she  graduat- 
ed in  1952  from  Greenbrier, 
a  West  Virginia  finishing 
school,  the  Shaker  Heights, 
Ohio  native  looked  forward 
to  a  life  of  luncheons  and 
motherhood  in  Cleveland. 
But  in  1967,  when  Fettinger 
was  35  with  two  children, 
her  husband  walked  out  and 
married  her  best  friend. 

Fettinger  was  over- 
whelmed by  life  on  her  own. 
"I  had  never  even  written  a 
check,11  she  says.  To  supple- 
ment her  $525  a  month  in 
alimony  and  child  support, 
Fettinger  went  to  work  as  a 
secretary  for  a  seller  of  ma- 
chine parts.  On  her  first  day 
she  mastered  the  electric 
typewriter. 

In  1978  Fettinger  became 
the  office  manager  for  Win- 
ning Sheet  Metal,  a  metals 
fabricator  in  Cleveland.  By 
then  she  had  studied  accounting  at 
night  and  was  able  to  do  the  compa- 
ny's books.  She  was  also  responsible 
for  customer  service — a  sore  spot  at 
Winning.  The  absentee  owners  were 
poor  managers.  Talented  workers  had 
quit,  quality  was  poor  and  Winning 
was  losing  customers. 

Fettinger  could  see  that  Winning's 
future  was  bleak.  Tilings  at  home 
were  also  grim.  Fettinger's  new  hus- 
band had  suffered  a  stroke  and  was 


forced  to  close  his  business. 

Fettinger  began  thinking  about 
opening  her  own  fabricating  business. 
She  could  run  the  office,  but  she 
didn't  know  how  to  operate  a  shear  or 
a  welder.  In  1986  she  called  Kenneth 
Grobolsek,  a  foreman  who  had  left 
Winning  in  1985.  ''Want  to  go  into 


Elizabeth  Fettinger  of  Beacon  Metal  Fabricators 
Out  of  work  and  out  of  ieads,  she  started  a  business. 


business?11  she  asked.  Sure,  he  re- 
plied— though  now  he  admits:  "I 
never  thought  it  would  happen."  He 
underestimated  his  new  partner. 

Fettinger  went  to  the  library  and 
borrowed  books  on  starting  a  busi- 
ness. First  objective:  a  loan.  Her  net 
worth,  mostly  consisting  of  rare  and 
gold  coins,  was  only  $63,000. 

As  Fettinger  made  unsuccessful 
presentations  to  Cleveland  bankers, 
die  IRS  moved  in  on  Winning  Sheet 


Metal.  The  owners  hadn't  paid  with- 
holding taxes,  though  she  had  re- 
minded them  the  taxes  were  due. 
Fettinger,  then  55,  and  most  of  the 
other  employees  were  sacked.  "It  was 
the  worst  time  of  my  life,"  recalls 
Fettinger.  She  sent  her  resume 
around  Cleveland.  But  there  was  little 
interest.  "Nobody  wants  you  at  55," 
says  fettinger.  So  she  continued  her 
quest  for  a  new  business  loan. 

Finally,  National  City  Bank,  the 
fifteenth  bank  that  Fettinger  ap- 
proached, offered  her  a  $55,000  loan 
guaranteed  by  the  Small  Business  Ad- 
ministration. Fettinger  cashed  in  her 
life  insurance  policy  and  put  up 
$41,000.  Ken  Grobolsek  put  up 
$5,000.  They  borrowed  a  final 
$18,000  from  family  members  and 
friends.  The  partners  rented  some 
warehouse  space,  paid  $60,000  for 
some  used  equipment  and  hired  some 
retired  metalworkers  part  time. 

Fettinger  put  the  final 
screw  in  Winning's  coffin. 
Going  through  the  phone 
book,  she  listed  the  compa- 
nies she  recognized  as  Win- 
ning's customers.  In  Sep- 
tember of  1987  she  sent 
them  a  letter  announcing 
Beacon  Metal  Fabricators 
was  in  business,  specializing 
in  stainless  steel. 

During  Beacon's  first 
months,  Fettinger  found 
herself  operating  a  55-ton 
press  brake  and  administer- 
ing a  welding  test  to  job  ap- 
plicants. "If  they  couldn't 
figure  out  how  to  turn  the 
welder  on,  they  failed,"  she 
recalls.  To  meet  their  modest 
payroll,  she  and  Grobolsek 
twice  took  out  short-term 
loans  at  about  15%. 

But  in  December  of  1987 
Beacon  got  a  $50,000  order 
from  AGA  Gas  for  machines  to  flash- 
freeze  and  deburr  rubber.  The  shop 
floor  has  been  busy  ever  since.  Last 
year  the  company's  revenues  hit 
$600,000;  customers  include  the 
Cleveland  Range  Co.,  aga  Gas, 
McDonald's  and  the  Cleveland  Mu- 
seum of  Art.  Last  year  Fettinger  and 
Grobolsek  together  took  $80,000 
out  of  the  company. 

Moral:  When  things  seem  their 
bleakest,  start  a  business.  ■■ 
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Charles  P.  Anderson,  M.D. 

GENERAL  PRACTITIONER 
SAN  JACINTO  STREET 
DALLAS,  TX  75201 


(214)  555  7027 
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John  M.  Rapanos 
Financial  Consultant 


Merrill  Lynch 


Private  Client  Group 

Galleria  Tower 
Dallas.  TX  75240 
1-800-637-7455 


Personal  Attention. 

Your  Merrill  Lynch  Financial  Consultant  is  happy  to  give  you  all  the  time 
you  require,  because  we  view  clients  not  as  accounts  but  as  people  with  needs.  We  see 
the  $500  billion  they've  entrusted  us  with  as  hundreds  of  thousands  of  college  educations, 
homes  owned,  estates  preserved,  retirements  secured  and  businesses  financed. 
Can  your  brokerage  firm  say  that?  For  a  brochure 
on  how  we  can  make  a  difference,  call  1-800-637-7455,  ext.  FC. 
The  difference  is  Merrill  Lynch. 


DW)  MERRILL  LYNCH  PIERCE.  FENNER  A  SMITH  INC  MEMBER  SIPC 


Merrill  Lynch 


EDITED  BY  JOHN  R.  HAYES 


Icahn's  encore? 

Carl  Icahn  certainly  has  some 
wounds  to  lick.  He  may  yet  get  stuck 
tor  $145  million  in  pension  liabilities 
at  Trans  World  Airlines.  And  his 
pride,  if  not  his  wallet,  was  hurt  last 
month  when  he  failed  to  win  control 
of  K  II  Holdings.  But  don't  count 
him  out.  Extraordinarily  successful 
over  the  years  at  spotting  early  oppor 
t unities  in  options,  risk  arbitrage, 
takeovers  and  distressed  junk  bonds, 
Icahn,  57,  still  packs  quite  a  war  chest. 
He's  still  a  member  of  the  Forbes 
Four  Hundred,  controlling  a  securi- 
ties portfolio  of  $436  million  through 
his  ownership  of  ACE  Industries.  And 
he's  got  a  good  shot  at  walking  away 
from  TWA  with  an  agreement  to  man- 
age about  $1  billion  in  pension  assets. 

So  what's  Icahn  going  to  do  next? 

"Right  now,"  he  tells  Forbes, 
"I'm  just  searching  for  ideas."  Icahn 
says  he's  done  with  distressed  bonds, 
which  he  says  are  overpriced.  He 
doesn't  rule  out  big  equity  invest- 
ments, but  says  he's  most  intrigued  by 
real  estate.  "Land  development  is  a 
good  business,"  he  says.  "Everyone 
wanted  to  be  involved  in  it  three  or 
four  years  ago.  Now  no  one  will  touch 
it.  You  can  do  development  cheaply." 

In  fact,  Icahn  moved  into  real  estate 
in  1990,  paying  $44  million  for  the 
general  partner  of  American  Real  Es- 
tate Partners,  a  master  limited  part- 
nership with  $506  million  in  real  es- 
tate assets  that  was  once  part  of  the 
bankrupt  Integrated  Resources  real 
estate  empire.  Hurt  by  concentrating 
in  office  buildings,  partnership  units 
have  slipped  from  about  9  to  7%  on 
the  NYSE  since  then.  Icahn  says  he  may 
diversify  by  buying  and  developing 
residential  property  in  the  Northeast. 

First,  though,  there's  at  least  one 
old  holding  left  to  deal  with.  Icahn 
controls  about  $45  million  of  $220 
million  in  junk  bonds  of  Brooke 
Group,  a  shaky  holding  company 
whose  main  asset  is  the  Liggett  ciga- 
rette company.  If  Brooke  tries  to  re- 
structure its  debt  this  year  (Forbes, 
Mar.  29),  Icahn  will  once  again  con- 
front Leon  Black,  whose  Apollo  Advi- 
sors is  believed  to  control  about  $80 
million  in  Brooke  bonds.  Icahn  is  0-3 
with  Black,  having  lost  battles  on 
Gillett  Holdings,  Intereo  and,  most 
recently,  ETI.  Says  he,  "I'm  watching 
that  situation  carefully. "-Rtva  Atlas 


Wrong  turn? 

For  a  guy  who  got  started  building 
houses  with  his  father,  Isadore  Sharp 
has  developed  quite  an  aversion  to 
bricks  and  mortar.  "Real  estate  is  a 
terrific  business,"  says  the  61  -year- 
old  chairman  of  Four  Seasons  Hotels. 
"I  may  have  taken  the  wrong  turn 
when  I  got  into  hotels." 

Sharp  really  doesn't  believe  that. 
The  man  who  controls  22%  of  the 
Toronto- traded  luxury  hotel  opera- 
tor, and  nearly  80%  of  its  votes,  has 
survived  the  industry's  disastrous  past 
two  years  largely  by  managing  hotels 
instead  of  owning  them .  Four  Seasons 
still  has  stakes  in  most  of  the  hotels  it 
manages — 37  following  last  year's 
$122  million  purchase  of  Regent  Ho- 
tels International,  plus  4  more  under 
construction — but  almost  always  less 
than  20%.  Its  profits — $8  million  last 


year — come  from  its  cut  of  gross  hott 
revenues,  plus  fees  it  earns  on  sen  ice 
like  purchasing  and  marketing. 

In  addition  to  the  strategic  value  c 
gaining  access  to  Asian  markets,  th 
Regent  acquisition  helps  Sharp  dis 
tance  himself  even  further  from  th 
buildings  he  manages.  As  part  of  th 
deal,  Four  Seasons  and  Regent  ar 
each  contributing  six  hotels  to  a  part 
nership  in  which  Four  Seasons  retain 
19.9%  ownership.  That  allows  Shaq 
not  only  to  diversify  his  hotel  portfo 
lio,  but  also  to  move  some  trouble* 
hotels  off  his  balance  sheet. 

Trouble  is,  Sharp  is  committed  t< 
funding  operating  losses  on  the  hotel 
through  1996.  Losses  may  exceei 
S17  million  this  year.  After  initiall 
applauding  the  acquisition,  the  mar 
ket  has  grown  wary.  The  stock  ha 
slipped  from  21  to  a  recent  l7Vi. 

That's  okay  by  Sharp,  who  hopes  t< 
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Whaf  s  really  holding  your  company  back? 


You'll  find  out  when  you  discover  your  real 
iness  problems — the  ones  hidden  in  your 
lerlying  business  practices. 

And  thaf  s  where  our  proprietary  knowledge 
e  of  global  Best  Practices  can  help. 

In  our  trained  hands,  it  lets  us  compare 
ir  operating  practices  to  the  best  in  the  business 
rid — within  your  own  industry  and  across 
board. 

So  we  can  gain  insight  into  what's  slowing 
i  down.  And  roll  out  more  creative  ways  to  help 
i  re-engineer  your  operations. 

It's  designed  to  be  the  most  thought-provok- 
resource  of  its  kind.  Driven  by  an  advanced 
)Iication  of  CD-ROM  technology.  Updated 


throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge  base 
or  receive  a  free  brochure,  call  1-800-445-5556, 
today.  And  find  out  how  we  can  help  you  make 
lasting  progress — on  paper  and  in  practice,  f 


Best  Practices 
Putting  insight 
into  practice! 


Arthur  < 
Andersen 


3  Arthur  Andersen  &  Co.  All  rights  reserved. 


Arthur  Andersen  &  Co,  SC 


FACES  BEHIND  THE  FIGURES 


turn  t lie  hotels  around  and  maybe  sell 
them  at  a  gain.  Until  then,  he  books 
management  revenue  with  each 
check-in  at  ever)'  hotel.  "They've  got 
to  be  owned  by  somebody,"  he  says. 
"Once  they're  built,  they're  not  go- 
ing to  take  them  down." 

Bucking  history 

"Most  COMPANIES  are  a  reflection  of 
their  past,"  says  James  Ross,  chief 
executive  of  Cable  &  Wireless,  the 
$5.7  billion  (sales)  London-based 
multinational  telephone  company, 
"c&w's  whole  history'  has  been  play- 
ing around  in  small  countries  in  the 
Middle  East  and  elsewhere." 

Well,  not  entirely.  C&w,  which 
traces  its  roots  back  to  the  laying  of 
the  first  transatlantic  cable  in  1866, 
still  fiddles  around  quite  a  bit  in  places 
like  Pakistan,  Anguilla  and  Tonga. 
But  recent  history  shows  the  company 
plays  well  in  larger  countries,  too.  In 
1982  it  entered  its  home  market  when 
its  Mercurv  subsidiary  began  compet- 
ing with  British  Telecom.  Mercury, 
which  has  taken  10.5%  of  the  market 
from  bt,  just  reported  a  24%  jump  in 
operating  profits,  to  $288  million,  on 
sales  of  $1.8  billion. 

But  Ross'  best  hope  for  the  future 
lies  in  an  even  larger  market.  His 
biggest  and  best-performing  asset  is  a 
57%  stake  in  Hong  Kong  Telecom, 
which  is  responsible  for  43%  of  c&w's 
sales  and  72%  of  its  operating  profit. 
Ross  very  much  wants  Hong  Kong 
Telecom  to  follow  its  customers  to 
the  mainland. 

So  far  Beijing  has  refused  to  sign 
large  telecommunications  contracts, 
but  that  may  change.  Ross,  53,  is  an 
Oxford  graduate  who  ended  a  33- 
ycar  career  at  British  Petroleum  (his 
last  job  was  president  of  BP  America, 
which  he  reorganized  after  BP  bought 
Sohio  in  1987)  to  join  c&w  last  year. 
He  likes  to  point  out  that  Beijing 
traditionally  has  refused  Westerners 
access  to  onshore  oil  exploration. 
"But  in  the  last  few  months  that's 
changed,"  he  says.  "Why?  Not  be- 
cause they  love  our  blue  eyes,  but 
because  they  know  they  don't  have 
the  technology  or  the  foreign  curren- 
cy to  do  it  themselves." 

Is  he  worried  about  recent  sniping 
over  the  impending  takeover  by  the 
communists?    "The    transition  is 


over,"  he  says.  "This  is  just  a  little 
sideshow  between  some  resentful 
Brits  and  some  suspicious  Chinese. 
It's  all  quite  irrelevant." 

An  acquiring  lifestyle 

William  Toller  knows  something 
about  acquisitions.  He  has  held  on  to 
his  job  through  two — Du  Pont's 
1981  purchase  of  Conoco,  where 
he'd  worked  since  1955,  then  its  sub- 
sequent sale  of  Conoco's  carbon 
black  business  to  Witco  Corp.,  a  pe- 
troleum and  specialty  chemicals  com- 
pany best  known  for  its  Kendall  Mo- 
tor Oil.  Three  years  ago  Toller  be- 
came chairman  of  Witco,  a  company 
that's  grown  primarily  by  acquisition. 
"That's  kind  of  been  the  lifestyle  of 
the  people  here,"  says  Toller. 

Today  Toller,  62,  is  managing  Wit- 
co's  biggest  purchase  yet.  Fighting  an 
industry  trend  of  selling  U.S.  assets  to 


Europeans,  Witco  paid  Germany 
Schering  AG  $440  million  in  Noverr 
ber  for  ten  plants  that  produce  chem 
cals  for  personal  care  and  plastk 
manufacturers.  Witco  already  ha 
some  businesses  in  Europe,  but  th 
Schering  plants  are  big  enough — sale 
will  jump  by  a  third  to  over  $2. 
billion — to  test  Toller's  skills. 

As  avuncular  as  the  Arkansas  farmt 
he  might  have  become  had  he  joine 
the  family  cotton  business,  Tollc 
isn't  entirely  comfortable  discussin 
integration  of  the  new  operations.  " 
would  really  rather  refer  to  it  as  trirr 
ming  costs  than  trimming  labor,"  h 
says  of  the  $40  million  to  $50  millio 
he  expects  to  cut  from  expense: 
"Certainly  that  does  involve  certai 
aspects  of  personnel,"  he  admits. 

But  don't  mistake  Toller's  gentl 
language  for  hesitation.  Toller  : 
shaking  things  up  by  setting  a  loft 
goal  of  16%  return  on  equity  by  199E 
That  practically  demands  selling  low 
margin  businesses  like  Kendall  O 
and  his  old  carbon  black  business. 

Toller  has  also  reorganized  divi 
sions  and  is  moving  corporate  head 
quarters  out  of  New  York  City  t 
consolidate  operations.  "We  are  n 
longer  a  little  company  sitting  ou 
there  with  little  pods  of  operatin 
subsidiaries,"  he  says.  "We  nee 
some  coordination."  Signs  of  corpc 
rate  egotism  and  excess?  Hardly.  To! 
ler  simply  got  a  good  deal  on  som 
vacant  space  in  Greenwich,  Conr 
Unless  he  moves,  he'll  have  to  com 
mute  from  New  Jersey.  ■ 


ABOVE: 

James  Ross, 
chief  executive  of 
Cable  &  Wireless 
If  everyone  in 
China  made  just 
one  phone  call 
a  day  


RIGHT: 

William  Toller,. 
Witco  Corp.'s 
chairman 
Consolidating 
$2.3  billion 
of  little  pods. 
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Human  Potential 


Driving  the  ten-year-old  second  car 
didn't  worry  me — until  my  job  moved 
down  the  road  fifty  miles.  For  his  own  peace  of  mind, 
^jTry  husband  gave  me  an  NEC  portable  phone. 
I  didn't  realize  what  a  good  idea  it  was 
until  the  fan  belt  broke  in  the  middle  of  nowhere." 


Portable  phones  are  no  longer  luxuries.  They  are 
carried  by  people  in  every  walk  of  life.  Business  people, 
housewives,  students  and  retirees.  Carpenters  and  utility 
workers.  Anyone  who's  on  the  go  and  needs  to  stay  in 
touch.  And  the  brand  more  and  more  people  count  on 
is  NEC.  Because  every  product  that  NEC  makes,  from 
Ultralite™  laptop  computers  to  compact,  colorful 
pagers,  is  designed  to  enhance  people 's  lives.  And 
they  are  backed  by  the  expertise  of 
a  world  leader  in  computers  and 
communications  technology. 
In  businesses  large  and  small. 
In  public  and  private  insti- 
tutions. In  homes  across 


the  country.  NEC  is  a 
part  of  people's  lives. 


For  more  information,  call  us  at  1-800-338-9549. 


~Talk> 
Timers, 


elebrating  30  years  in  America. 


We're  Looking  for  Millions  Of 
Missing  Homeowners. 

Millions  of  lower-income  families  have  the  lenders,  real  estate  agents,  credit  counselors, 

desire  to  buy  a  home.  Many  are  ready  now.  appraisers,  and  others  in  the  lending  industry. 

But  they  may  be  intimidated  by  the  buying  Together  we  created  an  outreach  program 

process.  Uncertain  how  the  system  works.  to  assist  lower-income  families  who  want  to 

Or  blocked  by  discrimination.  Others  just  buy  homes.  We  produced  a  guide  to  help  them 

need  a  little  help  getting  started.  They  may  decide  if  they're  ready.  And  we're  matching 

need  information  on  how  mortgage  lenders  up  families  with  professionals  in  their  area  who 

evaluate  employment  records.  Or  advice  on  can  help  them  with  the  home-buying  process, 

establishing  a  credit  history.       P^3Wi  Fannie  Mae  is  the  nation's 

These  are  problems  the     Showing  America  A  New  Way  Home.     largest  source  of  funds  for 

housing  industry  urgently  needs  to  address.  home  buyers.  For  more  information  about  our 

And  Fannie  Mae  is  taking  the  lead.  We're  efforts  to  help  people  overcome  the  barriers 

building  partnerships  by  bringing  together  to  horneownership,  call  us  at  1-800-548-9444. 


1993.  Fannie  Mae 
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ow  interest  rates  have  prompted  a 
ramatic  increase  in  corporate  pre- 
:rred  stock  issuance.  Potential  inves- 
ts should  be  wary  and  look  beyond 
le  attractive  yields.  One  caveat:  Most 
f  these  issues  are  offered  at  fixed  rates 
rid  are  callable  at  par  after  five  years, 
o  your  stock  can  go  to  zero,  but, 
k'en  if  interest  rates  decline,  it  proba- 
cy w  on't  go  up  very  much. 
Robert  Flaherty,  manager  of  three 
referred  income  funds,  likes  adjust- 
rjle  rate  preferreds,  especially  those 
iat  were  issued  when  rates  were  a  lot 
igher  and  that  now  may  be  bumping 
p  against  their  fixed  minimum  rates, 
xample:  the  First  Bank  System  Pre- 
:rred  A.  Its  dividend  floats  with  mon- 
f  market  rates  but  can't  exceed 
12.50  and  can't  drop  below  $6.50, 
s  current  rate.  The  stock  is  callable 
Trough  September  of  1993  at  $103, 
id  at  $100  par  after  that  date.  But  at 
:ast  that's  a  gain  from  the  recent  $97 
rice,  at  which  it  yields  6.7%. 


Special  focus 


Interest  rates  are  lower  than  they  have  been 
in  decades,  so  leverage  is  not  as  detrimental 
as  it  was  in  years  past.  But  companies  that 
are  having  difficulty  paying  down  their  debt 
now  will  have  an  even  harder  time  if  interest 
rates  spike  up  again.  Measured  against  sales, 
cash  flow  and  equity,  the  eight  companies 
below  seem  overextended. 


The  overall  market 


The  perils  of  leverage 


Stock 

Total  debt/ 
sales 

Long  term 
debt/ 
equity 

Centocor 

217% 

NM 

Western  Digita1 

29 

216% 

Chiquita  Brands 

60 

209 

Alaska  Air  Group 

50 

189 

Inland  Steel  Inds 

26 

173 

Chambers  Devel 

155 

166 

Delta  Air  Lines 

35 

150 

Rohr 

45 

117 

Source:  Value  Line  Investment  Survey. 
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The  Barra  All-US  price  index  as  of  6/24/93 

Market  value:  $4,519.3  billion 
P/E:  24.4 

P/E  minus  negative  EPS:  17.1 
Price/book:  2.5 
Yield:  2.4% 


12-month  closeup 


'85 


'86     '87      88     '89      90      91      '92  '93 


2300     -Barra  index 

200-day  moving  average 


JAS0NDJ  FMAMJ 

'92  '93 


Closeup  on  the  market 


%  change  from 

Index  or  investment 

2-week  change 

1  year  ago 

5-year  high 

Barra  All-US  index 

0.3  % 

I 

13.0% 

-1.7% 

S&P/Barra  Growth  index1 

0.3 

1 

9.4 

-4.7  1 

S&P/Barra  Value  index2 

0.4 

1 

18.2 

-1.1  I 

Dow  Jones  industrials 

0.0 

6.3 

-1.8 

S&P  500 

0.3 

1 

10.8 

-2.1 

NYSE 

0.4 

1 

11.3 

-1.9 

Nasdaq 

0.1 

1 

25.6 

-2.8 

Amex 

-1*1 

m 

15.2 

-2.3 

EAFE3 

-4.2 

14.3 

-15.5 

CRB  futures  index"5 

0.5 

■ 

-1.2 

-24.3 

Gold  (Comex  spot) 

1.5 

9.3 

-25.3 

Yen 6  (per  $US) 

2.5 

-14.0 

-33.7 

Oil 5  (W  Texas  intermediate) 

-4.7  P 

-18.6 

-53.3 

The  best  and  worst  performing  stocks' 


The  best  and  worst  performing  industry  factors' 


Best 

2-week 
change 

Since 
12/31/92 

Worst 

2-week 
change 

Since 
12/31/92 

Precious  metals 

6.7% 

50.3% 

Coal  &  uranium 

-8.5% 

-4.9% 

Misc  finance 

5.7 

13.6 

Apparel,  textiles 

-7.7 

-18.2 

Banks 

5.6 

1.2 

Air  transport 

-7.0 

-2.3 

Household  products 

5.2 

-0.8 

Pollution  control 

-6.6 

-15.6 

Beverages 

4.8 

5.0 

Motor  vehicles 

-4.4 

14.1 

2-week 

1993 

2-week 

1993 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Damon 

167/8 

41% 

$0.77 

Health  Professionals 

4 

-64% 

NA 

Watson  Pharmaceuticals 

21  lA 

39 

0.56 

Longhorn  Steaks 

•  103/4 

-46 

$0.88 

Costar 

235/8 

31 

1.01 

Cryomedical  Sciences 

m 

-44 

NA 

Catalyst  Semiconductor 

19 

30 

0.62 

ShowBiz  Pizza  Time 

17  V2 

-39 

1.23 

Geotek  Inds 

77/8 

28 

NA 

Digital  Microwave 

8'-: 

-39 

0.48 

:e.-  Data  for  period  ending  6/24/93.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S.  markets. 
3s,  REITs  and  closed-end  funds  are  excluded.  1  Total  return  of  a  portfolio  of  more  than  150  large-capital ization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
tfh. 2  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. 3  A  dollar-denominated  capitalization-weighted  index  of 
re  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. 4  Index  of  21  commodity  futures. 5  Source:  Knight-Ridder  Financial 
jrmation. 6  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc.  8Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company 
!,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  NM:  Not  meaningful.  Principal  source:  Barra,  Inc.,  Berkeley.  Calif. 
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CRB  spot  indexes 


CRB  futures  indexes 


(1967=100) 

350 


Precious  metals 


Commodity  prices  are  considerably  more  volatile  now 
than  they  were  in  1992.  But  are  they  a  bad  omen  for 
inflation  or  the  economy?  Probably  not. 

The  so-called  soft  commodities,  which  include  coffee, 
cocoa  and  sugar,  show  average  low-to-high  price  swings  of 
about  60%  during  the  past  year.  But  those  items  are  now 
priced  near  the  midpoint  of  their  12 -month  range.  And 
the  Commodity  Research  Bureau  Futures  index  of  food 
and  industrial  commodities — though  unusually  volatile — 
fell  about  3%  during  the  past  three  months. 

Keep  in  mind  that  even  when  prices  for  basic  foods  and 
materials  jump  unexpectedly,  they  tend  to  settle  down 
almost  as  quickly.  Also  remember  that  commodity  prices 
are  a  small  component  of  retail  prices.  The  wheat  in  a  loaf 


of  bread,  for  example,  costs  the  baker  just  under  a  nicke 
The  rest  of  what  you  are  paying  for  is  middlemen — true 
drivers,  checkout  clerks,  advertising  space  salesmen,  lav 
yers,  taxes,  mandated  benefits  and  so  on. 

But  what  of  the  rise  in  precious  metals  prices  (see  uppt 
right)}  "The  price  of  gold  is  a  terrible  measure  of  infl; 
tion,"  says  First  Chicago  economist  James  Annabel.  " 
merely  indicates  the  level  of  fear  about  inflation,  and  fea 
often  prove  unfounded.'"  Annabel  isn't  too  worried  aboi 
inflation,  at  least  for  the  next  few  months,  because  tr 
economic  recoveiy  has  been  unusually  slow .  Growth  i 
gross  domestic  product,  which  typically  is  around  5%  in 
recovery — and  reached  4.8%  in  the  last  year's  fourt 
quarter — ran  at  less  than  1%  last  quarter. 


Commodity  spotlight 


Cash  and  futures  prices 


Soybeans'  ($  per  bushel) 

Spot  indexes 

Futures  indexes 

6.30 

Index6 

Value 

3-mo  change 

Index6 

Value 

3-mo  change 

ij^  jiy'i  1        All  commodities 

235.21 

-2% 

CRB  index 

205.62 

-3% 

[  ,         Raw  industrials 

258.97 

-3  '  '¥ 

Precious  metals 

243.51 

11 

Metals 

233.20 

-8 

Industrials 

227.52 

-7  1 

5.50  iii  

Textiles 

206.29 

3 

Grains 

183.93 

-3 

6/92  12/92 

6'93  Foodstuffs 

204.52 

0 

Livestock  &  meat 

181.81 

-17 

November  soybean  futures  prices  are 
climbing.  Heavy  rains  in  the  Midwest 
and  other  weather-related  problems 
delayed  the  planting  of  the  summer 
soybean  crop.  On  the  demand  side: 
The  Department  of  Agriculture  ex- 
pects stronger  than  average  export 
sales  this  year,  especially  if,  as  expect- 
ed, new  farm  credits  are  granted  to  the 
former  Soviet  Union. 

Note:  All  prices  as  of  6/22/93.  'Composed  of  13  commodities.  Composed  of  the  13  raw  industrial  commodities  plus  10  foodstuffs. 3  Gold,  platinum  and  silver.  "Composed  of  I 
commodities.  November  1993  contract.  6Base  for  spot  and  futures  indexes  (1967=100).  Source:  Knight-Ridder  Financial  Publishing. 


Spot  commodity  prices 

Futures  prices 

index 

Price 

3-mo  change 

Index 

Price 

3-mo  change 

Steel  scrap  (short  ton) 

$111.50 

3% 

Oct  platinum  (troy  oz) 

$375.40 

6% 

Copper  scrap  (pound) 

0.68 

-19 

Sept  crude  oil  (barrel) 

19.12 

-4 

Print  cloth  (sq  yard) 

0.64 

0 

Sept  copper  (pound) 

0.84 

-15 

Corn  (bushel) 

2.07 

-4 

Sept  cotton  (pound) 

0.58 

-9 

Soybean  oil  (pound) 

0.22 

5 

Sept  Chi  wheat  (bushel) 

2.89 

-7 

234 
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International-U.S. 
Account  Team 

Schaumburg,  Illinois 
ted  by  Our  Customers 
...for  Our  Customers 


World  Class 
Designs 


iVe  built  in  world  class  features,  too. 


Golden  Gate  Bridge 

San  Francisco,  1937 
Designed  by 
Irving  F.  Morrow 


Customized  coverage  to  protect  customer  assets 

financial  strength  and  stability  customers  want  from  their  insurer 

In  international  network  of  offices  to  support  customers  all  over  the  world 

Experienced  teams  to  design  flexible  responses  to  each  customer's  risk  management  and  risk 

ransfer  needs 

ror  more  information,  call  your  independent  insurance  agent/broker  or  Zurich-American 
it  1-800-382-2150 


ZURICH-AMERICAN 

INSURANCE  GROUP 

American  Creativity.  Swiss  Dependability 


5  Zurich-American  Insurance  Croup 


A  Member  of  the  WorldwideWRZurich  Insurance  Croup 


EDITED  BY  JASON  ZWEIG 


As  if  those  notorious  12b- 1  fees  weren't  bad  enough, 
one  clever  salesman  has  figured  a  way  to  keep 
the  fees  flowing  even  after  the  broker  is  dead. 

Night  of  the 
living  fees 


When  mutual  fund  operators  asked 
for  permission  to  dip  into  share- 
holders'1 assets  to  finance  their  mar- 
keting efforts,  they  offered  this  justifi- 
cation: Spending  money  to  sell  more 
fund  shares  would  benefit  all  share- 
holders by  spreading  the  overhead 
over  more  assets.  Since  small,  nimble 
funds  often  outperform  big  ones,  the 
thesis  was  questionable  to  say  the 
least.  Who  knows  whether  the  Securi- 
ties &  Exchange  Commission  really 
believed  the  nonsense  about  soaking 
shareholders  in  order  to  save  them, 
but  it  did  enact  Rule  12b- 1  in  1980, 
permitting  the  distribution  fees. 
What  has  happened  since  has  made 


a  farce  of  the  industry's  legal  reason- 
ing. Hundreds  of  funds  that  have 
imposed  12b- 1  fees  have  managed  to 
increase,  not  lower,  their  expense 
ratios  in  the  course  of  trying  to 
expand  their  assets.  Nearly  a  dozen 
fund  operators — including  American 
Capital,  Calvert  and  First  Investors — 
even  impose  12b- 1  fees  on  some  of 
their  funds  that  are  closed  to  new 
investors,  entirely  negating  the  the- 
ory that  existing  shareholders  will 
benefit  as  assets  increase. 

And  now,  the  ultimate  absurdity:  A 
broker  has  figured  out  how  to  keep 
collecting  a  12b- 1  servicing  fee  from 
his  clients  even  after  he  is  dead. 


The  financial  innovator  is  Ber 
Miller,  48,  a  financial  planner  am 
president  of  Miller-Green  Financia 
Services  in  Houston.  Miller  figures  hi 
sold  S7  million  to  S8  million  in  fund 
in  1992.  He  should  earn  abou 
$50,000  in  1 2b- 1  fees  this  year,  mos 
of  them  in  the  form  of  trailing  fee 
collected,  like  an  insurance  salesman' 
renewal  commissions,  for  years  after : 
client  has  bought  a  product.  A  nice 
fat  annuity.  But  Miller,  w  ho  is  also  : 
certified  public  accountant,  figurcc 
out  how  to  extend  the  annuity  be 
yond  his  own  lifespan.  "I  w  as  workinj 
on  my  own  estate  planning,"  he  says 
"and  I  realized  that  once  I  died,  all  m; 
trails  that  I've  worked  so  hard  fo 
would  just  go  up  in  smoke." 

When  a  broker  dies,  his  estate  i 
normally  cut  off  from  the  1 2b- 1  fei 
stream.  Instead,  his  firm  collects  tin 
fees  itself  or  reassigns  them  to  a  nev 
broker.  That  makes  sense.  How  can  i 
dead  broker  provide  any  sen  ice  to  hi 
fund  clients? 

But  Miller,  who  is  in  good  health 
persuaded  FSC  Securities  Corp.,  thi 
Atlanta- based  broker/dealer  tha 
clears  trades  for  his  firm,  to  agree  t< 
pay  his  12b- Is  to  his  family  (he  has  , 
wife,  Gilda,  and  three  children)  afte 
his  death,  fsc  went  along  becausi 
Miller  was  a  sterling  producer  and  i 
didn't  want  to  offend  him. 

There  was  a  hitch.  What  if,  after  hi 
death,  without  Miller  around  to  keej 
them  in  line,  some  of  the  client 
switched  brokers?  The  funds  wouk 
divert  the  12b- Is  to  the  new  brokers 
Miller  thought  of  an  elegant  way  out 
He  cut  a  deal  with  one  of  his  partners 
James  Huston,  specifying  that  all  o 
Miller's  clients  will  be  assigned  t( 
Huston  if  Miller  dies.  Huston  agreec 
to  turn  over  to  Miller's  family  all  th< 
12b- Is  earned  on  fund  sales  predating 
Miller's  death.  And  Miller's  famil] 
agreed  to  let  Huston  have  the  1 2b- 1 
on  new  sales  of  financial  products  t< 
these  clients.  Says  Miller:  "That  give 
him  the  incentive  to  treat  my  client 
well  even  after  I'm  dead." 

That's  lovely,  but  here's  a  systen 
that  treats  you  better  still:  Don't  pa; 
sales  loads  at  all,  either  front-end 
back-end  or  the  repetitive-injury  12b 
1  type.  There  are  hundreds  of  no-loac 
funds  to  choose  from.  If  you  neec 
help,  see  a  financial  planner  whe 
charges  by  the  hour  only.    -J.Z.  ■ 
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Actually,  we  re  a  bit  of  both. 


Our  core  telephone  operations  give  us  solid  revenues  and  the  operating  strength  of  a  real  workhorse.  While  our 
pansion  into  high  growth  fields  such  as  cellular  and  information  services  has  helped  us  race  ahead. 

The  results:  Forbes  500  ranking.  A  five-year  total  annual  return  of  25%.  And  32  consecutive  vears  of  annual 
udend  increases. 

ALLTEL  Corporation.  For  more  information,  call  us  at  (501)  661-8999. 

CORPORATION 

ALLTEL  Telephone  •  ALLTEL  Mobile  •  Systematics  •  ( lomputer  Power.  Inc.  •  ALLTEL  Supply  •  HWC 
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Chuck  Royce  and  Tom  Ebright  have  just  closed 
their  big  Pennsylvania  Mutual  Fund,  but  you 
can  still  buy  their  Royce  Equity  Income. 

The  Royce  touch 


By  Mary  Beth  G  rover 

Charles  Royce  closed  to  new  share- 
holders his  splendid  Pennsylvania 
Mutual  Fund  (FORBES,  Apr.  13, 
1992).  But  admirers  of  his  successful 
small-stock  investment  style  aren't 
shut  out.  They  can  still  buy  into  the 
smaller  Royce  Equity  Income  Fund. 
(For  those  who  like  closed-end  in- 
vestment companies,  there's  Royce 
Value  Trust,  listed  on  the  Big  Board 
and  selling  at  a  slight  discount  from 


net  asset  value.) 

Since  1979  Royce  Equity  Income, 
with  a  compound  annual  return  of 
17.7%,  has  bested  both  Penn  Mutual 
and  the  Standard  &  Poor's  500  by 
more  than  1.5  points. 

Most  equity-income  funds  invest  in 
utility,  energy  and  financial  stocks 
with  multibillion-dollar  market  capi- 
talizations. Royce  Equity  Income 
prefers  quirky  manufacturing  compa- 
nies with  an  average  market  value  of 
less  than  $315  million. 

Royce  Equity  Income,  with  $70 
million  in  assets,  duplicates  the  port- 
folio of  Pennsylvania  Mutual  in  this 
respect:  Nearly  every  dividend-paying 
stock  in  Penn's  bag  is  also  in  Royce 


Equity  Income's.  These  stocks  have 
an  average  yield  of  4%,  against  the 
1.4%  of  the  Russell  2000  index  of 
stocks  with  market  values  of  less  than 
$500  million. 

Royce,  53,  and  his  partner,  Thomas 
Ebright,  49,  lucked  into  this  small- 
stock-with-dividend  strategy.  In 
1979  the  Edwin  Gould  Foundation 
for  Children  gave  them  $2.5  million 
to  invest,  but  only  in  dividend-paying 


small  companies.  "I  don't  think  we 
had  any  clue  it  would  do  as  well  as  it 
did,"  says  Ebright.  The  private  fund 
opened  to  the  public  in  1990. 

Royce  and  Ebright  follow  a  modi- 
fied Graham  and  Dodd  approach, 
seeking  companies  trading  for  less 
than  what  a  private  acquirer  would 
pay  for  them.  Ebright  got  hooked  on 
value  while  working  his  way  through 
college  as  an  intern  at  Ford  Motor  Co. 
He  bought  into  Studebaker.  ''The 
market  thought  it  was  a  stupid  auto 
stock,  when  in  reality  it  was  a 
conglomerate,"  he  says.  As  the  com- 
pany liquidated  its  losing  auto  divi- 
sion to  concentrate  on  tractors,  refrig- 
eration and  such,  Ebright  made  ten 


times  his  money.  That  helped  pay  hi 
way  through  Harvard  Busines 
School  and  persuaded  Royce  to  hin 
him  in  1978. 

Ebright  and  Royce  like  to  zig  whei 
growth-stock  investors  zag.  For  ex 
ample,  the  growth  crowd  recent! 
trashed  Russ  Berrie  &  Co.  (199: 
revenues,  $444  million)  after  sales  o 
its  hit  Troll  doll  stumbled.  The  stocl 
fell  50%,  to  14.  Ebright  and  Royc 
swooped  in.  They  had  picked  up  Ber 
rie  three  years  before  at  the  sam 
price,  then  sold  a  year  and  a  half  later 
after  the  growth  junkies  bid  the  pric 
up.  "Berrie  will  have  another  shot  at 
fad  product  and  be  back  up  to  28, 1 
predicts  Ebright.  Yield,  4.2%. 

Ebright  likes  Skyline  Corp.  "Every 
one  thinks  they're  just  a  mobile  horn 
manufacturer,  but  they're  also 
bank,"  says  Ebright — the  compan 
holds  $9  a  share  in  Treasury  notes 
Ebright  and  Royce  bought  in  thre< 
years  ago  at  14,  or  about  $3  abov 
Skyline's  cash  per  share.  They  sold  a 
22  after  Hurricane  Andrew  whippet 
up  investors'  interest.  With  slow  sale 
pushing  the  stock  down  to  14  again 
Ebright  and  Royce  are  buying  again 
capturing  a  3.5%  dividend  yield. 

Or  take  116-year-old  Greif  Bros 
Corp.  ( 1992  revenues,  $511  million ) 
which  makes  fiber,  steel  and  plasti 
shipping  containers.  Greif  ha 
31 7,000  acres  of  Ohio  timberland  oi 
its  books  at  a  minuscule  $8.45  pe 
acre.  Its  real  value  is  at  least  $500  ai 
acre,  an  extra  $13  per  share.  Casl 
equivalents  per  share,  $5.  At  a  recen 
35,  it  yields  1.5%. 

About  25%  of  Royce  Equity  In 
come's  assets  are  preferred  stocks  an< 
convertible  bonds.  These  prop  up  tb 
fund's  yield,  which  comes  to  4.11 
after  expenses  of  1%.  But  the  bond 
and  preferreds  also  kick  in  occasions 
capital  gains.  The  fund's  biggest  strik 
this  year  is  the  convertible  preferred  o 
Snyder  Oil.  The  fund  snagged  it  ii 
1992  at  40  in  a  sluggish  energy  mar 
ket,  locking  in  a  10%  yield.  Thei 
energy  stocks  took  off,  Snyder  hit 
new  well,  and  the  preferred  gushed  u| 
to  its  recent  price  of  102. 

More-recent  purchases  include  tb 
S3. 50  convertible  preferred  of  oil  an< 
gas  driller  Howell  Corp.,  Seagati 
Technology's  6%%  convertible  de 
bentures  of  2012  and  Sequa  Corp.' 
10.5%  debentures  of  1998.  ■ 


238 


Forbes  ■  July  19,  199; 


©1993  Merrill  Lynch,  Pierce.  Fenner  &  Smith  Inc  Member  SIPC. 


Defined  Asset  Funds*"  are  unit  investment  trusts  that  help  define  opportunity. 

With  the  growth  of  free  market  economies,  investors  can  take  advantage 
of  our  international  hond  and  equity  portfolios.  And  investing  internationally 
helps  to  diversify  your  overall  portfolio  risk.  Ask  your  financial  professional 
for  more  information.  Call  1-800S62-2Q26,  ext.  256. 


  Merrill  Lynch   

hearson  Lehman  Brothers  •  PaineWebber  •  Prudential  Securities  •  Dean  Witter 

\  free  prospectus  containing  more  complete  information  on  any  Defined  Asset  Funi  including  all  charges  and  expenses  and  the  special  considerations  associated  with  risks 
of  global  and  international  investing  including  currency  risk  is  available.  Read  the  prospectus  carefully  before  investing. 
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economic  climate,  a  company's  survival 
depends  upon  not  only  the  quality  of  its  goods  or  services, 
but  also  the  performance  and  productivity  of  its  employees. 
Now,  more  than  ever,  it's  important  to  keep  and  to  motivate 
a  trained  work  force. 

Join  a  select  group  of  chief  executive  officers  and  top- 
level  human  resource  professionals  at  the  premier  HR  event 
of  the  year— the  fifth  annual  HUMAN  RESOURCE 
EXECUTIVE  FORUM®— to  examine  strategies  and  tactics 
for  dealing  with  these  and  other  key  human  resource  issues. 

Raymond  W.  Smith,  Chairman  and  Chief  Executive 
Officer  of  Bell  Atlantic  Corp.,  will  kick  off  this  year's 
conference  with  a  keynote  address  on  "Managing  Change 
and  HR."  As  the  chairman  and  CEO  of  a  $12.6  billion 
corporation  that  has  transformed  itself  in  recent  years,  Mr. 
Smith  will  offer  his  unique  perspective  on  the  crucial  role 
HR  plays  in  the  process. 

Other  speakers  include  one  of  the  Forum's  top-rated 
presenters,  Judith  M.  Bardwick,  Ph.D.,  author  of  Danger 
in  the  Comfort  Zone,  and  Peter  Block,  Founding  Partner 


of  Designed  Learning  and  author  of  The  Empowered  Mana- 
ger and  Stewardship:  Choosing  Service  Over  Self-Interest. 
Dr.  Bardwick  will  discuss  how  employers  can  convert  high 
levels  of  risk  from  something  that  is  disconcerting  to  some- 
thing that  is  motivating  and  exhilarating.  Mr.  Block  will 
explore  specific  ways  HR  can  redesign  its  programs  and  poli- 
cies to  support  an  empowerment  and  partnership  philosophy. 

This  year's  multi-day  program  will  include  a  wide  selection 
of  general  sessions,  interactive  workshops  and  roundtable 
discussions  designed  to  help  executives  develop  strategies  and 
practices  for  dealing  with  critical  HR  issues,  including: 

•  HR  strategies  for  managing  change 

•  Ethics  and  HR 

•  Best  HR  practices — from  research 

•  Devising  effective  reward  strategies 

•  Turning  corporate  values  into  policies  and  practices 

•  HR  in  the  Clinton  era- 

•  HR's  effect  on  critical  business  issues 

Each  session,  as  well  as  the  roundtable  discussions,  will 
allow  you  to  network  with  other  top  executives. 


SOURCE 


HUMAN  RESOURCE  EXECUTIVE 

Conference  Division 
1555  King  Street,  Suite  200 
Alexandria,  VA  22314 


Sponsored  by:  Human  Resource  Executive  Magazine 

Co-sponsored  by:  The  Alexander  Consulting  Group  Inc.; 
Drake  Beam  Morin  Inc.;  Hertz  Claim  Management; 
Jackson,  Lewis,  Schnitzler  &  Krupman;  Jostens  Inc.; 
Spectrum  Human  Resource  Systems  Corp. 
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)u  can  learn  valuable  lessons  from  your 
vestment  mistakes.  It's  much  cheaper,  though, 
learn  from  other  people's  mistakes. 

Studying 
:he  masters 


r  FREDERICK  E.  ROWEJR. 


jerick  E.  (Shad)  Rowe  Jr.  is  the  general 
:ner  of  Dallas'  Greenbrier  Partners, 
sdgefund. 


J  occasion  I  have  lectured,  "If  you 
this,  this  and  this,  you  will  end  up 
ing  a  very  rich  old  man.'"  Invariably 
:  response  is,  "Shad,  I  don't  care 
3ut  being  a  very  rich  old  man.  I 
nt  to  be  a  very  rich  young  man." 
Either  way,  whether  you  are  in  a 
rry  or  prepared  to  take  your  time, 
owledge  is  the  key  to  investment 
:cess.  Herewith  I  offer  a  summer 
iding  list — the  best  investment  lit- 
iture  I  have  found.  Each  book  con- 
ns several  valuable  lessons. 
Bernard  Baruch  died  rich  in  1965 
the  age  of  95.  Eight  years  earlier, 
the  age  of  87,  he  published  his 
tobiography,  Baruch,  My  Own  Sto- 
which  is  my  alltime  favorite  invest- 
:nt  book.  Baruch  made  his  core 
tune  by  the  time  he  was  32.  He  also 
ide  a  few  mistakes,  and  what  he 
rned  from  those  mistakes  proved 
celess. 

In  the  stock  market,  the  long-term 
y  to  success  is  not  so  much  what  you 
right  as  it  is  avoiding  catastrophic 
ors — just  one  of  which  could  wipe 
li  out.  In  the  spirit  of  avoiding  this 
id  of  mistake,  I  have  read  and  re- 
id  the  chapter  entitled  "I  Make  a 


Mistake." 

Baruch  had  lost  a  great  deal  of 
money  in  a  stock  called  American 
Spirits  Manufacturing  Co. 

"I  learned  a  good  deal  from  this 
misadventure.  It  taught  me  one  thing 
about  tips,  namely  that  people  some- 
times drop  remarks  calculated  to 
bring  the  little  minnows  into  the  net 
to  be  served  up  for  the  big  fish. 

"Given  time,  I  believe  that  inside 
information  can  break  the  Bank  of 
England  or  the  U.S.  Treasury. 

"The  whole  chronicle  of  the  Amer- 
ican Spirits  enterprise  was  strewn  with 
the  wreckage  of  fortunes.  James 
Keene  remarked  to  me  afterward  that 
some  of  the  men  connected  with  it 
were  so  crooked  they  could  meet 
themselves  coming  around  a  corner. 

"My  course  violated  every  sound 
rule  of  speculation.  I  acted  on  unveri- 
fied information  after  superficial  in- 
vestigation and  like  thousands  of  oth- 
ers before  and  since,  got  just  what  my 
conduct  deserved." 

All  of  us  at  one  time  or  another  have 
gotten  just  what  our  stock  market 
conduct  deserved.  Such  setbacks  can 
deliver  valuable  lessons.  A  cheaper 
way  to  get  these  lessons  is  to  learn 
from  Baruch's  mistake. 

The  Money  Masters,  published  in 
1980  and  written  by  John  Train,  pro- 
files nine  great  investors.  He  then 
compares  and  contrasts  their  methods 
and  draws  conclusions.  The  most  fa- 
mous of  these  investors  are  Warren 
Buffett  and  John  Templeton. 

Undoubtedly  there  are  "natural" 
investors,  people  who  simply  are  born 
with  great  instincts  and  work  meth- 
ods. Similarly,  there  are  natural  ath- 
letes. Sam  Snead  was  born  with  his 
fluid  golf  swing.  But  most  of  us  must 


struggle  and  imitate.  Train  in  one 
compact  book  clearly  spells  out  nearly 
all  that  you  need  to  effectively  imitate. 

The  chapter  "Robert  Wilson: 
Pumping  Up  the  Tulips"  originally 
piqued  my  interest  in  short-selling.  If 
short-selling  appeals  to  you,  this 
chapter  is  a  classic. 

The  most  entertaining  stock  mar- 
ket book  I  have  read  is  Adam  Smith's 
The  Money  Game,  which  was  pub- 
lished during  the  bull  market  frenzy 
of  1967.  A  lot  of  my  contemporaries 
probably  owe  being  in  the  stock  mar- 
ket business  to  this  book,  since  it 
made  the  "game"  sound  like  so  much 
fun.  Interestingly,  the  game  really 
hasn't  changed  much  at  all. 

Aiother  must  read  is  Peter  Lynch's 
first  book,  One  Up  On  Wall  Street, 
which  lays  out  succinctly  how  an  indi- 
vidual investor  acting  independently 
and  in  his  or  her  spare  time  can  beat 
the  pros.  The  book  is  also  very  in- 
structive for  professionals  who  some- 
times— I  would  say  that  I  am  occa- 
sionally guilty  of  this — tend  to 
overthink  the  investment  process. 

Warren  Buffett's  annual  letters  to 
the  shareholders  of  Berkshire  Hatha- 
way are  also  must  reading  for  inves- 
tors eager  to  improve  themselves.  An 
investor  who  reads  the  letters  Buffett 
has  written  over  the  last  16  years  will 
have  taken  in  perhaps  the  single  best 
"textbook"  that's  available  on  the 
stock  market,  corporate  finance  and 
investing. 

Baruch's  autobiography  is  out  of 
print,  but  it  is  available  in  most  good- 
size  public  libraries.  Train's  Money 
Mastersand  Peter  Lynch's  One  Up  On 
Wall  Street  arc  available  in  paperback. 
There  are  lots  of  copies  of  Adam 
Smith's  Money  Game  around.  Buf- 
fett's annual  letters  to  Berkshire 
Hathaway  shareholders  are  on  file  in 
most  good-size  business  libraries. 
Frequently,  they  are  available  upon 
request  from  Berkshire  Hathaway, 
Inc.,  in  Omaha,  Nebr. 

Very  few  of  us  are  lucky  enough  as 
investors  to  be  born  naturals.  The 
point  John  Train  makes  so  well  is  that 
we  all  have  a  lot  to  learn  from  those 
who  were  born  with  sound  stock  mar- 
ket instincts.  These  books  are  a  good 
place  to  start.  They  are  no  dull  tomes 
or  textbooks.  Even  if  they  don't  make 
you  rich,  you  will  have  fun  reading 
them.  UK 
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If  you  don't  want  to  wind  up  like  Bob  Dylan's  Mr.  Jones, 
don't  listen  to  the  stock  market  pundits. 

Misreading 
the  situation 


BY  LAS2L0  BIRINYI  JR. 

Laszlo  Birinyi  Jr.  is  president  of 
Birinyi  Associates,  New  York,  a 
financial  consulting  firm. 


Recently  I  was  listening  to  an  old 
Bob  Dylan  album.  Highway  61  Revis- 
ited, w  hich  includes  one  of  my  very 
favorite  songs,  "Ballad  of  a  Thin 
Man."  In  it  Dylan  sings:  "Something 
is  happening,  but  you  don't  know 
what  it  is,  do  you,  Mr.  Jones?"  That 
got  me  thinking  about  the  current 
stock  market.  A  lot  of  things  are  hap- 
pening there,  but  most  of  the  Mr. 
Joneses  of  the  world  haven't  the  fog- 
giest notion  what  it  is.  A  lot  of  them 
read  the  stock  market  signs  as  warn- 
ings of  an  impending  top.  They 
couldn't  be  wronger. 

Among  the  wrongheaded  asser- 
tions making  the  rounds:  Individual 
investors  are  willy-nilly  cashing  in  CDs 
to  buy  stocks.  So  beware  a  market  top; 
traditionally  that's  when  the  pubiic 
enters  the  market  full  force. 

Don't  believe  it.  Individuals'  own- 
ership of  CDs  has  declined  over  the  last 
three  years  by  a  minuscule  1 .6%,  while 
their  positions  in  bank  accounts  and 
money  market  funds  have  been 
steadily  rising. 

The  Mr.  Joneses  also  wail  that 
heavy  new  issues  activity  is  a  sign  of  a 
frothy,  toppy  market  in  which  inves- 
tors will  buy  anything.  What  they 
apparently  are  ignoring  is  that  over 


the  last  1 8  months  aggressive  growth 
hinds  have  raised  an  incredible  S22.5 
billion  in  new  assets.  This  is  a  huge 
pool  of  money  dedicated  to  owning 
IPOs  and  the  like— a  fact  not  lost  on 
investment  bankers  only  too  happy  to 
supply  those  funds  with  merchandise. 
But  I  still  haven't  found  much  evi- 
dence of  a  groundsw  ell  of  individual 
investors  directly  buying  the  more 
speculative  issues  for  their  own  ac- 
counts. Moreover,  that  S22.5  billion 
represents  only  about  20%  of  the  total 
assets  raised  by  equity'  funds  over  the 
period.  If  a  much  larger  slice  of  the 
overall  pie  was  going  to  more  specula- 
tive kinds  of  investing,  it  w  ould  be 
cause  for  alarm.  But  as  of  now,  it  is  not 
alarming. 

Another  widespread  worry  is  that  if 
the  Federal  Reserve,  concerned  by  a 
possible  resurgence  of  inflation,  tight- 
ens interest  rates,  it  will  be  curtains  for 
the  bull  market.  I  am  constantly  sur- 
prised by  how  short  memories  are  on 
Wall  Street.  I  recently  analyzed  20% 
moves  in  the  bond  market  and  found 
that  they  have  a  lot  less  impact  on 
equities  than  is  generally  believed.  In 
fact,  except  for  1987,  an  increase  in 
short-term  yields  had  virtually  no  ef- 
fect on  the  stock  market. 

Finally,  there's  the  notion  that  be- 
cause mutual  funds  currently  have  an 
average  10%-plus  of  their  assets  in 
cash,  there  must  be  something  w  rong 
with  the  market,  and  that  it's  headed 
for  a  fall.  Just  because  the  funds  have  a 
lot  of  cash  on  the  sidelines  doesn't 
mean  they  automatically  have  to  hur- 
ry up  and  invest  it.  I  recall  similar  talk 
in  early  1982,  when  the  funds  w  ere 
over  12%  in  cash.  Yet  it  was  in  August 
of  that  year  that  the  great  rally  began. 

The  present  reminds  me  a  lot  of 
1982.  Even  after  that  year's  rally  be- 
gan, for  the  rest  of  1982  and  even  into 


early  1983  we  were  regularly  warnc 
that  the  market  was  ahead  of  itsel 
that  it  was  signaling  an  economi 
recovery  not  likely  to  be  very  strong 
Well,  the  recovery  was  anything  bi 
anemic — and  the  market  was  in  th 
early  stages  of  what  turned  out  to  b 
the  greatest  bull  market  in  history. 

So  relax,  Mr.  Jones.  The  bottor 
isn't  about  to  fall  out.  Ifyou  think  it  i 
you  just  don't  understand  what 
happening.  There's  lots  of  life  left  i 
this  market.  For  example: 

In  this  pendulum  environmen 
sentiment  swings  quickly.  Ban 
shares  are  now  at  the  negative  e> 
treme.  I  like  Chase  Bank  (32)  an 
Citicorp  (30)  because  they  are  mor 
independent  of  the  rate  cycle  than 
generally  perceived. 

International  oil  stocks  are  anotht 
group  I  expect  to  do  well.  Bears  like  t 
dwell  on  the  fact  that  in  the  fin 
quarter  of  1993  investors  lost  SI 
billion  in  drug  stocks.  They  don't  tal 
about  the  equally  compelling  fact  th; 
in  the  same  period  investors  collet 
tively  made  S22  billion  in  internatior 
al  oils.  I  think  they  will  make  eve 
more.  I  would  be  comfortable  owr 
ing  Exxon  (66),  Amoco  (55),  Atlant, 
Richfield  (117)  and  perhaps  drill  pari 
maker  Halliburton  (38). 

Among  manufacturing  companie: 
there  are  a  number  of  cyclicals  I  lik< 
Consider  auto  stocks  Ford  (  52  )  an 
Chrysler  (47).  ge  (95)  and  MMM  ( 108 
are  examples  of  manufacturers  the 
might  have  some  flexibility  in  pricin 
their  products  because  they  have  bee 
keeping  costs  under  control  and  fac 
less  pressure  from  imports. 

Finally,  don't  overlook  the  utilitie; 
Some  of  these  interest- sensitive  stock 
have  sold  off  lately  and  are  attractive 
Texas  Utilities  (46),  one  of  my  favot 
ites,  recently  yielded  close  to  79( 
Through  the  first  half  of  the  year  th 
stock  was  up  7%.  If  the  stock  dupli 
cates  this  performance  over  the  sec 
ond  half  of  the  year,  an  investor  wb 
plow  ed  back  his  dividends  would  hav 
a  total  1993  return  in  excess  of  23%. 

In  the  case  of  Southern  Californi 
Edison  (24),  a  second-half  perfor 
mancc  equivalent  to  the  first  half  c 
the  year,  plus  reinvested  dividend; 
would  w  ork  out  to  an  even  healthie 
31%  total  return.  Those  are,  I  believt 
numbers  that  even  Mr.  Jones  couli 
understand.  ■ 
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MONEY  a  INVESTMENTS 


Natural  gas  had  a  super  gain 
in  the  last  year,  but  in  my  view 
its  run  is  far  from  over. 

Deflated  bubble 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 
A.  Gary  Shilling  &  Co.,  economic  consultants 
and  investment  advisers.  His  firm  publishes 
Insight,  a  monthly  newsletter  covering  the 
business  outlook  and  investment  strategy. 


You  could  easily  make  a  case  that 
natural  gas  had  its  run  in  the  last  year 
and  is  now  just  one  more  commodity 
in  a  world  of  sluggish  growth  and 
deflating  prices.  Most  commodities 
are  collapsing,  and  the  flattening  in 
natural  gas  prices  and  stocks  in  recent 
months  suggests  they  are  next.  Until 
last  year  gas  was  cheap  relative  to  oil 
for  electricity  generation.  It  is  so  no 
longer.  And  oil  prices  are  falling 
to  boot. 

Nevertheless,  I  think  the  natural 
gas  play  is  far  from  finished  (see  my 
Mar.  29  column).  The  gas  bubble  has 
finally  broken,  and  the  surpluses  that 
developed  in  the  mid  1980s  are  gone, 
but  residues  remain  of  the  demoral- 
ization they  created.  You  don't  quick- 
ly get  over  the  shock  of  seeing  w  ell- 
head prices  collapse  from  $2.82  per 
million  Btu  in  January  1985  to  $1 .07 
in  February  1992,  while  the  number 
of  operating  U.S.  drilling  rigs  nose- 
dives from  1,980  in  1985  to  721  last 
year.  Indeed,  investors  and  the  indus- 
try have  not  gotten  over  the  shock. 

In  their  disillusionment,  people 
stopped  investing  in  natural  gas,  and 
this  shortage  of  investment  contains 
the  seeds  of  tighter  supplies  in  the 
future.  With  the  decline  in  new  explo- 
ration and  development,  proven  re- 


serves have  fallen  14%  since  the  mid- 
1980s,  and  would  be  exhausted  in  less 
than  10  years  at  current  production 
rates,  compared  with  12  years  in 
1985.  Imports  from  Canada  almost 
tripled  since  1986  but  will  grow  more 
slowly  because  of  Canadian  supply 
and  pipeline  capacity  constraints. 

On  the  demand  side,  look  for  a  3% 
annual  expansion,  with  the  big 
growth  coming  from  gas- fired  power 
generation.  On  a  kilowatt-hour  basis, 
gas  undercuts  coal  by  25%  to  30%,  and 
the  Clean  Air  Act  Amendments  give 
gas  the  decided  edge,  not  only  in  new 
facilities,  but  at  1 1 1  power  plants  that 
are  not  in  compliance.  A  smaller  but 
exploding  use  of  gas  is  in  fueling 
government  vehicles  in  metropolitan 
areas,  as  required  by  the  Clean  Air 
Act.  Government  policy  will  also  fa- 
vor natural  gas  over  imported  oil — 
gas  doesn't  come  from  unreliable  for- 
eign sources  and  has  no  negative  bal- 
ance of  trade  implications. 

Ironically,  U.S.  gas  is  fueling  indus- 
try in  booming  northern  Mexico, 
since  there  is  little  transmission  capac- 
ity from  Mexican  fields  to  the  north- 
ern part  of  the  country. 

Then  there's  the  weather.  It's  al- 
most as  unpredictable  as  the  econo- 
my, but  note  this:  Mount  Pinatubo  in 
1991  spewed  more  than  enough 
aerosols  into  the  upper  atmosphere  to 
reflect  back  the  sun's  rays  and  cool  the 
earth  for  two  to  four  years,  so  we  are 
only  halfway  through  that  cool 
weather  phase. 

On  balance  I  expect  rising  natural 
gas  prices  in  die  next  several  years  as 
supply  lags  domestic  and  export  de- 
mand. How  to  capitalize  on  these 
rising  prices?  Here  are  four  possible 
investment  strategies.  Which  one  you 
choose  will  depend  on  what  you  ex- 
pect of  natural  gas  prices. 
■  Assume  that  prices  won't  rise  appre- 
ciably. Still,  they  are  already  high 
enough    to   stimulate  exploration. 


Drilling  activ  ity  is  growing,  especially 
in  the  Gulf  of  Mexico,  where  day  rates 
on  drilling  rigs  have  jumped  but  are 
still  well  below  levels  that  will  flood 
the  market  with  new  equipment.  The 
winners  are  drilling  and  service  com- 
panies like  Global  Marine,  Rowan 
Cos.,  the  Western  Co.  of  North 
America  and  Baker  Hughes.  A  possi- 
ble bonus:  Mexico  seems  destined  to 
repeal  or  contravene  its  legal  restraints 
on  foreign  participation  in  energy  ex 
ploration  and  development,  leading 
to  even  more  Gulf  activity. 

Current  prices,  now  close  to  $2  per 
mcf,  and  growing  demand  should 
also  propel  pipelines.  We  favor  com- 
panies like  Enron  Corp.,  a  multifacct- 
ed  and  dynamic  industry  leader; 
TransCanada  Pipelines  Ltd.,  which 
will  benefit  from  rising  imports  from 
Canada,  even  at  less  explosive  growth 
rates;  and  Panhandle  Eastern  Pipeline- 
Systems,  which  can  greatly  expand  its 
shipments  to  the  Northeast  with  very 
little  capital  costs. 

■  Prices  will  rise  considerably,  making 
natural  gas  producers  attractiv  e.  After 
reflecting  the  gas  price  jumps  in  the 
past  vear,  most  producers'  stocks 
aren't  cheap,  but  if  prices  are  to  rise 
another  50  cents  per  million  Btu  or 
so,  they  are.  Favorably  affected, 
among  others,  would  be  Anadarko 
Petroleum,  Louisiana  Land  &  Explo- 
ration and  Southwestern  Energy. 

■  Natural  gas  prices  leap,  making  fu- 
tures the  winner.  The  bigger  the  price 
increase,  the  more  futures  become  a 
pure  play,  unencumbered  by  costs, 
regulation  and  other  company  earn- 
ings retarders.  But  a  huge  spike  in  gas 
prices  would  encourage  conversion  to 
oil  by  utilities  and  more  drilling,  even- 
tually curtailing  prices. 

■  Special  situations.  KGS  Energy  Inc., 
for  example,  has  a  take-or-pay  con- 
tract with  Tennessee  Gas  Pipeline  Co. 
at  a  stratospheric  $7.50  per  million 
Btu.  A  Texas  court  decision  uphold- 
ing the  contract  is  under  appeal,  but 
meanwhile  the  company  is  furiously 
drilling  to  maximize  production  be- 
fore the  contract  expires  in  1999. 
Forget,  however,  old  and  depressed 
natural  gas  partnerships.  They  are  not 
even  liquid  enough  to  establish  prices. 

In  a  world  of  sluggish  growth  and 
deflating  prices,  most  commodities 
are  losers.  Natural  gas,  how  ever,  looks 
like  an  exception.  ■■ 
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MONEY  &  INVESTMENTS 


Unpleasant  earnings  surprises  are  a  dangerous  fact  of 
life  for  investors.  Here's  one  good  way  to  protect  yourself. 

Nasty  surprises 


BY  DAVID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  Jersey,  and  author 
of  The  New  Contrarian  Investment  Strategy. 


I  I  !i  Ri  s  no 1 1  unci  dimiu-r  than  buy 
ing  or  selling  stocks  purely  on  the 
strength  of  analysts'  earnings  esti- 
mates. In  my  Dec.  9,  1991  column  I 
talked  about  the  unreliability  of  these 
estimates.  Theiraverage  forecast  error 
from  1974  to  L990  was  40%.  Vet 
despite  these  huge  misses,  investors 
still  take  analysts'  estimates  as  gospel 
and  buy  and  sell  stocks  based  on  these 
ephemeral  figures. 

In  collaboration  with  Professor  Mi 
chael  Berry  of  James  Madison  Univer- 
sity ,  we  looked  at  how  both  low-  and 
high  P  I  stocks  reacted  to  earnings 
surprises.  We  used  the  Abel-Noser 
database  of  1,000  large  companies 
from  1974  to  1990.  The  stocks  were 
di\  ided  into  quintiles  in  ev  en'  quarter 
strictly  by  P  e,  and  returns  were  com- 
piled from  each  P/E  group  and  the 
overall  average.  Next,  we  recorded 
price  changes  in  instances  where  earn 
ings  were  15%  above  or  below  the 
consensus  forecast  in  each  quarter  for 
stocks  in  the  lowest  and  highest  P/E 
groups. 

A  glance  at  the  chart  tells  it  all. 
Investors  consistently  underestimat- 
ed the  outlook  for  low-p/K  stocks.  In 
short,  earnings  surprises  in  low-p/E 
stocks  as  a  group  were  very  positive. 

When  a  low  p  i  stock's  earnings 
came  in  15%  or  more  abov  e  the  fore- 
cast, it  shot  out  the  lights,  with  annual 


returns  of  27.3%  more  than  the  mar- 
ket over  the  entire  17-year  period. 

What  happens  to  low-p/K  stocks 
w  hen  the  earnings  surprise  is  a  nega- 
tive one?  Not  a  great  deal.  Investors 
had  already  discounted  the  worst. 

It  was  a  very  different  story  with 
high-visibility,  high-P/E  stocks.  For 
them  earnings  surprises  were  a  no-win 
situation.  If  earnings  for  La  Creme 
were  below  expectations — crash! 
boom!  bang! — the  stocks  performed 
20%  under  the  market  annually  over 
the  period. 

What  happened  when  there  were 
pleasant  surprises  tor  the  high-P/E 
group?  In  such  cases  the  high-P/E 
group  beat  the  market  but  still  per- 
formed significantly  below  the  level  of 
the  low  p/Es. 

My  conclusion  is  that  the  earnings 
surprise  factor,  driv  en  bv  investor  be- 
havior, is  the  key  force  behind  the 
superior  results  of  low-p/E  stocks.  It  is 
also  the  reason  high-P/E  stocks  under 
perform  the  av  erages  ov  er  time:  Given 
the  unreliability  of  analysts'  forecasts, 
there  are  alvvavs  lots  of  surprises,  and 
the  surprises  are  tar  more  favorable  for 
lovv-P/E  stocks  than  for  high-P/E 
ones.  Forbes  readers  have  seen  this 
time  and  again  in  stocks  such  as  Am- 
gen,  Biogen  and  U.S.  Surgical,  which 
collapsed  on  disappointing  forecasts. 


The  overreliance  on  estimates  leads  t 
this  predictable  investor  reaction. 

So  the  low-p/E  player  is  playing 
probability  game,  with  the  odds  in  h 
favor.  Anyone  can  play  this  way  h 
purchasing  a  portfolio  of  OUt-of-fav< 
stocks  with  good  fundamentals.  Tr 
probabilities  are  good  you  will  do  vei 
well  over  time. 

Here  are  a  number  of  low-P/ 
stocks  I  would  look  at  now  . 

U.S.  Surgicalh  a  classic  example  ( 
a  reaction  to  a  disappointing  earning 
surprise,  with  the  stock  droppin 
from  1 08  to  its  recent  price  of  27.  Tr 
company  is  a  good  buy  at  a  P/E  of  1 
on  1994  results  and  a  yield  of  1.1%. 

American  Stores  (45),  a  maj< 
holder  of  food  and  drugstore  chain 
trades  at  a  P/E  of  1 5,  yielding  1 .8%. 

Dean  Foods  (26)  is  a  manufacture 
and  distributor  of  milk  and  special! 
food  items.  The  stock  trades  at  a  P/ 
of  16  and  yields  2.3%. 

Federal  Home  Loan  Mortgage  (5^ 
securitizes  and  guarantees  resident] 
mortgages  and  owns  a  substantial  re 
idential  mortgage  portfolio  as  wcl 
The  stock  trades  at  a  P/E  of  1 5  an 
yields  1 .6%. 

West  One  Rancorp  ( 49 )  is  a  region 
bank  holding  company  based  in  Bo 
se,  Idaho.  The  stock  has  a  P/E  of  1 
and  yields  2.5%.  ■ 


A  look  at  the  chart 
shows  Iow-p/e 
stocks  outper- 
form whether  the 
surprise  is  posi- 
tive or  negative. 
Analysts  are  con- 
sistently off  pro- 
jecting earnings, 
and  the  resulting 
investor  reaction 
is  predictable. 


Keeping  up  with  the  market 

Mean  return  minus 
market  return 
(1/74  to  12/90) 


Low 
P/E 


High 
P/E 


Above 
forecast 


Below 
forecast 


Source:  Dreman  Value  Management,  L  P. 
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MUTUAL  FUND  MARKETERS: 
REACH  YOUR  BEST  PROSPECTS  WITH.. 


MUTUAL  FUNDS  PORTFOLIO 

A  HIGHLY  RESPONSIVE  DIRECT  MARKETING  VEHICLE 


Tins  special  advertising  section  in  FORBES  pro- 
vides an  effective  and  affordable  opportunity  for 
you  to  generate  direct  response  leads  at  a 
low  cost  for  one  or  more  of  your  funds. 

FORBES'  750,000  subscribers  are 
affluent  and  active  investors  who 
seek  out  information  about 
mutual  funds.  They  have 


an  average  household  income  of  $216,898  and  an 
average  net  worth  of  $1,595,838.  In  addition, 

64%  own  mutual  funds,  with  an  average  value 
^    of  $161,379.  The  Mutual  Funds  Portfolio 
section  gives  you  direct  access  to 
this  desirable  audience  at  a  frac- 
tion of  regular  FORBES  adver- 
tising rates. 

Source:  Don  Bowdren  Associates. 
1990  Subscriber  Study 


Consider  the  following: 

♦  Related  editorial  is  a  bonus  for  mutual  fund  advertisers. 
The  section  appears  in  the  annual  Mutual  Funds  Survey 
special  issue  that  investors  count  on  year  after  year  for 
investment  decisions. 

The  high  number  of  quality  responses  to  previous  sections 
proves  that  readers  not  only  read  but  respond  to  the  FORBES 
Mutual  Funds  Portfolio. 

Your  800  number  is  included  in  your  ad,  as  well  as  on  the 
special  reader  response  card,  making  it  convenient  for 
investors  to  request  information  about  your  funds. 

Participation  is  easy     FORBES  produces  t  he  ad  for  you  — 
and  it's  affordable. 

For  more  information,  including  rates  and  a  reprint  of  our  last  section, 
call  Virginia  Carroll  at  212-620-2339. 

Issue  Date:  August  30,  1 993 
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Not  gold  but  platinum  might  be 
the  metal  for  1993. 

A  Japanese  girl's 
best  friend 


BY  JOHN  BRIMELOW 


John  Brimelow  is  director  of  international 
equities  for  BV  Capital  Markets,  Inc..  the 
New  York  brokerage  arm  of  Bayerische 
Vereinsbank,  Germany's  third-largest  bank. 


OPP<  )R  i  UNITIES  to  profit  from  imper- 
fect information  are  rare,  especially  in 
big  cap  stocks.  In  1982  I  witnessed  a 
classic  case  of  that  rarity  in  the  major 
platinum  equities,  Rustenburg  and 
Impala,  South  African  firms  that 
together  account  for  nearly  two- 
thirds  of  world  platinum  production. 
Alert  investors  reaped  gains  of  over 
300%  within  a  year.  Today  I  believe 
the  same  shares  offer  similar 
possibilities  again. 

I  n  t  he  early  summer  of  1982  traders 
detected  a  powerful  and  determined 
U.S.  buyer  in  Rustenburg  and  Impa- 
la. The  bu\  er  w  as  met  by  delightedly 
heavy  selling  from  South  African  local 
holders,  amid  much  mirth  in  Johan- 
nesburg over  the  gullibility  of  Ameri- 
can precious  metal  bugs.  In  August 
1982  both  the  Dow  and  the  precious 
metal  markets  exploded.  The  laugh 
was  on  the  sellers,  not  on  the  buyers. 

I  came  to  know  the  American  buy- 
er. His  reasoning  was  brilliantly  sim- 
ple. Although  the  overall  U.S.  stock 
market  was  weak  when  he  started 
buying,  he  saw  that  the  auto  stocks 
had  moved  decisively  into  uptrends. 
There  was  a  strong  fundamental  case 
that  the  auto  cycle  was  about  to  turn. 


He  reasoned  that  there  was  no  better 
way  of  leveraging  this  play  than  from 
the  platinum  shares,  down  65%  from 
their  1980  peaks.  Platinum  is  the 
essential  ingredient  for  the  catalytic 
converter,  which  had  recently  be- 
come standard  auto  equipment  in 
America  and  Japan. 

The  South  Africans,  working  con- 
scientiously but  from  great  distance, 
were  essentially  victims  of  the  well- 
known  "cover  story  syndrome." 
They  confused  conventional  wisdom 
with  astute  analysis.  Northern  hemi- 
sphere sources  they  respected  told 
them  Reagan's  tax  cuts  would  stifle  a 
recovery  by  crowding  out  private- 
sector  credit  needs.  Volcker  appeared 
to  be  cold-turkeying  the  U.S.  econo- 
my. Alarming — and  erroneous — 
macroeconomic  apprehensions 
blocked  any  appreciation  of  the  U.S. 
auto  situation. 

That  won't  happen  again — not  in 
the  same  way.  South  African  platinum 
analysts  are  now  very  conscious  of 
world  auto  markets.  They  know  that, 
overall,  nothing  exciting  is  brewing 
there.  Reasonable  growth  in  America 
is  offset  by  weakness  in  Japan,  and 
while  mandatory  catalyst  adoption  in 
the  EC  this  year  assures  significant 
fresh  demand,  European  auto  sales 
will  be  way  off  this  year.  It's  a  wash  for 
platinum  so  far  as  car  sales  go. 

But  the  South  Africans  overlook  a 
different  factor.  In  recent  years  Japan 
has  taken  half  or  more  of  the  world 
platinum  supply.  Besides  auto  and 
industrial  usage,  the  country  con- 
sumes uniquely  immense  amounts  for 
jewelry — about  as  much  as  the  entire 
world  auto  catalyst  requirement.  Ja- 
pan, rather  than  the  world  auto  indus- 
try, dictates  the  fortunes  of  the  plati- 
num producers. 

1  veryone  know  s  that  Japan  has  ex- 


perienced possibly  the  worst  reccssi< 
since  World  War  II.  That  it  is  hai 
pered  by  political  crisis,  an  excessive 
ascetic  central  bank  and  a  disruptive 
strong  yen,  courtesy  of  Clintoni; 
jawboning.  But  beneath  these  tro 
bles,  there  is  clear  evidence  that  ec 
nomic  revival  is  under  way  in  Japan 

A  strong  yen  is  wonderful  for  Jap 
nese  platinum  jewelry  demand.  Ai 
this  demand  source  is  far  more  pric 
sensitive  than  industrial  usage.  Tl 
year,  thanks  to  the  strong  yen,  pla 
num  in  Japan  sells  at  1978  prices,  ai 
this  encourages  jewelry  buying.  Jc 
elers  have  adroitly  exploited  consul 
er  reaction  to  the  flamboyance  of  t: 
Eighties  by  designing  smaller,  mo 
discreet  items.  The  Japanese  seem 
be  satiated  with  electronic  mercha 
disc,  and  their  new  financial  consen 
tism  also  helps  platinum. 

Results  are  measurable:  Japane 
platinum  jewelry  item  sales  rose  2" 
in  the  first  quarter  of  1993;  platinu 
imports  jumped  in  March  and  April 
a  level  45%  above  the  last  half  of  1 99 
This  surge  is  accelerating. 

Some  weeks  ago  strong  U.S.  bu 
ing  commenced  in  the  platinu 
stocks.  Once  again  it  w  as  greeted  I 
derisive  South  African  selling.  Main 
the  buyers  have  been  Asia-orienti 
hedge  funds  with  a  positive  view  or 
Japanese  recovery  and  an  appreciate 
of  the  sensitivity  and  relative  chea 
ness  of  the  platinum  shares.  They  a 
assuming  that  whatever  regir 
emerges  in  Japan  will  act  to  contr 
the  Bank  of  Japan  and  strengthen 
program  of  reflation. 

If  these  platinum  bulls  are  right, 
number  of  factors  could  make  tl 
gains  as  dramatic  as  1982.  Russi; 
platinum  exports  are  faltering  bad! 
after  apparent  stockpile  liquidatio 
during  1991 .  The  major  auto  comp 
nies  are  known  to  have  aggressive, 
cut  metal  inventories,  and  may  panic 
prices  start  rising.  Unlike  in  198 
platinum  bullion  coins  are  now  ava 
able,  making  it  easier  for  the  public 
buy  small  quantities,  and  investc 
know  the  metal  better,  thanks  to  fa 
sighted  industry  promotion.  Final! 
Nelson  Mandela's  am  seems  abo 
to  endorse  foreign  investing  in  Sou 
Africa. 

Rustenburg  and  Impala  at  16V4  ai 
1 3%  arc  good  buys  right  now.  Th 
could  well  be  nrcat  buys.  I 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  dc  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  4WK6 
Ft.  Garland,  CO  81 133. 


Dtam  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has 
Jged  the  merits  or  value,  it  any,  of  this  property  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
atement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval 
the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
ion  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
inches  NYA86  1 53  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value  Obtain  the  New  Jersey  Public 
fermg  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO.  Florida  AD  20r  ~ 


The  heirs  of  Smoot-Hawley  have  a  new  disguise. 

They  aren't  protectionists; 

they  are  merely  against  "social  dumping." 

Dumpers 
welcome 


BY  STEVE  H.  HANKE  &  SIR  AWN  WALTERS 


Steve  H.  Hanke  is  a  professor  of 
Applied  Economics  af  The  Johns  Hopkins  University 
in  Baltimore  and  Sir  Alan  Walters  is  vice  chairman 
of  AIG  Trading  Corp.  in  Washington,  D.C. 


Twenty  years  ago  a  sign  greeted 
Hong  Kong's  visitors.  It  read: 
"Dumpers  Welcome."  The  reference 
was  not  to  toxic  wastes  but  to  low- 
priced  goods  from  abroad.  Perhaps 
the  folks  in  Hong  Kong  know  a  thing 
or  two.  They  never  worried  about 
foreigners  "dumping"  low-cost 
goods  on  them,  and  they  have  pros- 
pered mightily. 

Unfortunately,  the  rest  of  the 
world  has  not  picked  up  on  the  secret 
of  Hong  Kong's  success.  Instead,  it 
has  developed  dumpophobia.  The 
disease  is  rampant  in  Western  Europe 
and  the  U.S.  Its  victims  seem  to  dis- 
like bargains. 

The  nutty  sickness  afflicts  the  high- 
est levels  of  government.  Indeed, 
antidumping  cases — or,  more  impor- 
tant, threats  of  such  cases — are  be- 
coming the  preferred  protectionist 
weapon  in  the  U.S.  and  Europe. 
Many  of  these  cases  are  almost  funny. 

For  example,  in  1981,  when  one  of 
us  was  operatir  ;  as  Margaret  Thatch- 
er's chief  economic  adviser,  bitter 
complaints  about  turkey  dumping  ap- 
peared at  10  Downing  Street.  British 


turkey  farmers  claimed  "subsi- 
dized" French  turkeys  were  crossing 
the  English  Channel  in  large  numbers 
and  being  "dumped"  at  nearly  25% 
less  than  the  price  of  British  turkeys. 
What  was  a  bargain  for  the  British 
table  was  an  affront  to  British  turkey 
growers.  This  trivial  matter  found  its 
way  onto  the  agenda  of  the  Cabinet. 

The  resulting  deliberations  were 
close  to  farce.  Qitestion  one:  Suppose 
the  price  of  French  turkeys  was  only 
2%  or  3%  less  than  the  British  price. 
Would  there  be  any  objections?  An- 
swer: No,  how  could  one  object  to 
such  a  fine  competitive  edge?  Ques- 
tion  two:  Suppose  the  French  were 
giving  away  turkeys.  Would  Britain 
refuse  such  gifts?  Answer:  No,  how 
could  one  conceivably  refuse  such  a 
bonus  to  the  British  housewife.  Con- 
clusion: Discounts  of  2%  and  100%  are 
okay.  But  25%  is  a  no-no. 

So  the  British  government  solved 
the  "problem"  by  accusing  the 
French  turkeys  of  being  diseased,  a 
turkey  equivalent  of  the  once  famous 
"French  disease."  The  French,  quite 
properly,  took  the  British  to  the  Euro- 
pean Court,  which  found  in  favor  of 
the  French,  and  the  French  turkeys 
once  again  began  their  rather  stormy 
channel  crossings. 

The  Turkey  War  of  1981  ended 
with  a  curious,  but  not  unexpected, 
twist.  The  British  turkey  farmers 
somehow  found  that  they  could  re- 
duce costs  considerably,  and  started 
to  export  turkeys  to  France. 

Alas,  antidumping  mania  is  flour- 
ishing in  the  U.S.  The  Bush  Adminis- 
tration slapped  duties  on  Canada  for 
dumping  softwood  lumber  and  live 
swine.  In  recent  months,  panels  set  up 
under  our  free  trade  agreement  with 


Canada  came  down  in  favor  of  tl 
dumpers.  Such  setbacks  will  n< 
dampen  the  Clinton  Administration 
enthusiasm  for  antidumping,  nor  M 
Ross  Perot's. 

What  constitutes  "dumping"?  Tl 
prevailing  criteria  purport  to  measu 
whether  goods  are  being  sold  belo 
fully  allocated  costs.  However, 
most  cases — particularly  those  invol 
ing  producers  in  developing  and  fo 
mer  communist  countries — cos 
cannot  be  measured.  So  the  dumpe 
measure  production  costs  in  mo 
advanced  countries — the  higher  tl 
cost,  the  better;  if  a  poor  country  se 
goods  below  the  production  cost 
some  highly  developed  country,  tl 
poor  country  is  branded  as  a  dumpc 
Pity  those  who  are  branded.  The 
legal  defense  fees  are  enormous.  V 
know  of  cases  in  which  legal  cos 
have  wiped  out  five  years  of  profits. 

And  now  the  ever  ingenious  pn 
tectioneers  in  Europe  have  develop( 
a  new  concept  called  "social  dum| 
ing."  The  decision  by  Hoover,  tl 
domestic  appliance  manufacturer,  I 
move  from  Dijon,  France,  to  Scotlar 
illustrates  what  social  dumping  is  ; 
about.  In  explaining  the  reasons  fori 
relocation,  Hoover  cited  France 
high  social  wage  costs  (pension 
fringe  benefits,  union  work  rules  ar 
so  forth).  Outraged,  President  Delo 
of  the  European  Community  calk 
on  all  members  of  the  EC  to  appro1 
the  Community's  "social  charter 
which  would  forbid  companies  fro 
moving  plants  to  cut  labor  costs. 

Stripped  of  noble  rhetoric,  the  s< 
cial  charter  is  a  protectionist  ruse  th 
would  destroy  competition  from  tl 
Community's  poorer  countries. 

But  Americans  can't  be  smug.  Tl 
Europeans  are  not  the  only  ones  I 
jump  on  the  social  dumping  ban< 
wagon.  The  U.S.  is  attempting  t 
impose  social  wage  conditions  c 
Mexico  before  our  neighbors  south  i 
the  border  are  allowed  to  trade  free 
with  us.  This  is  a  cynical  attempt  t 
disguise  protectionism  as  social  ju 
tice.  Carried  to  its  logical  extremes, 
would  stifle  nearly  all  trade  and  coi 
demn  everyone  to  a  lower  standard  < 
living.  The  people  in  Hong  Kor 
have  the  right  idea.  Dump  away,  fe 
lows,  the  more  the  merrier.  We'll  bi 
your  bargain  goods  and  you  can  u; 
the  money  any  way  you  choose.  ■ 
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"An  orange. ..is  an  orange. ..is  an  orange. 
Unless,  of  course,  that  orange  happens  to 
be  a  Sunkist. 

Indeed,  a  Sunkist®  orange  is  considered 
something  quite  special.  And  this  is  due,  in  great 
part,  to  our  consistent  commitment  since  the 
day  we  began  advertising  in  1908,  to  creating 
a  brand  image. 

Today,  after  nearly  a  century  of 
advertising,  we  have  a  name  eighty 
percent  of  consumers  know  and  trust. 

It  is  a  name  synonymous  with 
excellence  and  quality.  A  name  recog- 
nized as  one  of  the  top  brand  names 
around  the  world.  And  a  name  to  be 
proud  of. 

We're  also  quite  proud  to  have 
the  longest,  one-brand  client/agency 
relationship  in  the  advertising  industry. 

Now,  what  have  advertising  and 
Sunkist  done  besides  sell  oranges, 
lemons,  grapefruit  and  tangerines? 

I'd  like  to  think  that  we've  had  an 
impact  on  America's  attitudes  towards 
health.  I  look  back  to  a  1916  print  ad 
titled, 'Drink  an  Orange' that  introduced 
the  idea  of  orange  juice  to  America. 
Sunkist  was  also  the  first  national  ad- 
vertiser to  emphasize  the  importance 
of  vitamin  C  to  the  American  public. 
At  Sunkist  we're  very  proud  of 
the  role  we've  played  in  bringing  our  particular 
brand  of  sunshine  to  the  world.  And  we're  also 
very  aware  of  the  essential  role  advertising  has 
played  in  that  endeavor.  You  have  our  word  on  it." 


American  Association  of  Advertising  Agencies 


you  would  like  to  learn  more  about  the  power  of  advertising,  please  write  to  Department  D,  AAAA,  666  Third  Avenue,  New  York,  New  York  10017,  enclosing  a  check  for  five  dollars.  You  will 
:ive  our  booklet,  It  Works.'  How  Investment  Spending  in  Advertising  Pays  Off.  Please  allow  4  to  6  weeks  for  delivery.  This  advertisement  was  prepared  by  Foote,  Cone  &  Belding,  Los  Angeles. 


"Does  advertising  work? 
You  have  our  word  on  it." 


Russell  L.  Hanlin,  President  and  CEO,  Sunkist  Growers,  Inc. 


FINANCIAL  SERVICES 

I 

FINANCIAL  SERVICES 

IS  THE  MARKET 
"TOO  HIGH"? 


Is  the  stock  market  now 
headed  for  sizable  gains, 
or  for  another  "free  (all"? 

Before  you  make  any  de- 
cisions to  unload  stocks,  or 
to  buy  more,  or  to  stand 
pal.  I  urge  you  to  check  at 
once  the  current  status  of 
mY  tey  market  indicators 
MARTIN  ZWEIG  which  I've  spent  more 
than  30  years  developing 

These  are  the  indicators  that  enabled  The 
Zweig  Forecast  to  show  a  50  4%  gain  for  the 
"crash  year"  of  1987.  with  a  9°o  portfolio  gain  on 
Black  Monday  itself,  and  that  made  possible 
the  Forecast's  huge  638  5%  gains-with  nol 
even  one  down  year-over  the  12'  i  years 
(through  12/92)  since  Hubert  began  monitoring 
advisory  services  (Past  results  are  no  guaran- 


tee of  future  performance.) 

Let  me  rush  you,  as  a  bonus,  the  very  latest 
issue  of  The  Zweig  Forecast  showing  you  exactly 
what  my  key  indicators  are 
saying  now.  Plus  the  un- 
listed number  of  my  tele- 
phone hotline  which  up- 
dates my  indicator  readings 
at  least  three  times  a  week 
Plus  a  gift  copy  of  my  book. 
"Winning  on  Wall  Street" 
($20  retail)  Act  today.  Pro 
rata  money-back  guaran- 
tee, of  course 

Three-Month  Trial  S55. 
One  Year  S265.  Visa/MC. 
1-800-535-9649  Ext.  9061 

THE  ZWEIG  FORECAST 

PO  Box  2900,  Wantagh,  NY  11793-0926 


EXTRA  BONUS 


PRESENTATION  EQUIPMENT 


LASER  POINTER 
$7995 


Engraving  Available! 


DIVCO  Technologies,  Inc. 

An  American  Company 


Made  in  the  USA  -  1  Year  Warranty 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

BWtiinw  Ca*/Wri,e ,0f  ™K  KIT: 


P  0  Box  484- FB 
Wilmington,  D€  19899 

800-321  -CORP  •  302-652-6532 


REAL  ESTATE 


OWN  A  PIECE  OF 
PARADISE 


in  the 

FABULOUS  FLORIDA  KEYS 
CALL 

1  800  727  0833  Pamella 

Specializing,  in  upscale  commercial 
i  residential  American  Caribbean  R  E. 


S  OVER  ONE  BILLION  S 


|  WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 

1-S00-999-SALE 

■V  WESTERN  BUSINESS  SERVICES.  INC. 


TIONWIDE 


FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to: 

Free  Business  Catalog 
U.S.  Government  Printing  Office 
Office  of  Marketing— Stop  SM 
Washington.  DC  20401 


Receive  Value  Line 
for  only  $£S  $55 

An  introductory  subscription  tn  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line  s  most 
recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  tn 
Invest  in  Common  Stocks  You  will  also  receive  analyses  of  about  130  stocks 
each  week  for  10  weeks  for$6ff$55  Available  only  once  every  two  years  to 
any  household    SPECIAL  BONUS:    With  your  subscription  you  also  will 
receive  a  copy  of  WALL  STREET  WORDS,  an  accessible  dictionary  of  over 
3.500  terms  (retail  price  $8  95)  In  addition  to  clear  definitions,  this 
convenient  guide  features  special  explanations,  helpful  hints,  and  case 
histories  on  87  topics  of  special  interest,  contributed  by  32  industry 
professionals — plus  48  case-example  paragraphs  by  the  author  (Available 
while  supplies  last )  Your  subscription  to  Value  Line  may  be  tax-deductible 
Consult  your  tax  advisor  Send  check  or  money  order  along  with  name, 
address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext  2903-Dept  616C09I  American  Express  MasterCard  or  Visa  24  hours  a  day. 
7  days  a  week  30  day  Money-Back  Guarantee  Allow  4  weeks  lor  delivery 
NY  residents  add  sales  tax  Foreign  rales  upon  request 


The  Value  Line  Investment  Survey1 

7 1 1  3rd  Avenue 
NY.  NY  10017-4064 


EDUCATIONAL  SERVICES 


EDUCATIONAL  SERVICES 


University  Degrees 

Horn*  study  Associate,  Bachelor, 
MBA  degrees.  Paralegal,  Finance, 
Marketing,    Management,  Health 
Care  Administration,  International 
Business,  Human  Resources. 
Call  (800)  477-2254 
Southern  California  University 
202  Fashion-F,  Tusbn  CA  92680 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstones  Free  wholesale  catalog  since 
l°*7'  Member  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce 

HOUSE  OF  ONYX 
One  Main  Street 
Greenville,  Kentucky  42345 
TOLL  FREE  1-800-626-W52 


COLLEGE  DEGREE 

BACHELORS  ■  MASTERS  •  DOCTOR/ 
Far  Work.  Lrtt  *M  Ac** 
Eioonooco  *  No  Cltun 
AttxMamt  Riouinrt 
1-800-423-3244 
FAX  (310)  471-64 
or  und  OetoilM  resur 
tor  free  Evolution 

Pacific  Western  University 

600  H  Seoulwa  Bvfl  Oept  '85  Los  Angnts  CA  90 


FREE  VIDEO 


EXTERNAL  DEGREE 

BA/BS  MS/MBA  PhD/JD 
|  Credit  for  wot* /life  exp  •  Accredit 
(800)  955-8879  (24  hrs.) 

LaSalle  University 

i  Dept.  879  Slidell,  LA  70459-200' 


FORBES  MARKET/CLASSIFIED 

To  spotlight  your  specialty  product  or 
service  to  an  affluent  proven  responsive 
executive  audience: 

WRITE,  CALL  OR  FAX:  LINDA  LORE  IN 
FORBES  MARKET/CLASSIFIED 

60  Fifth  Ave.,  N.Y,  NY  10011 

(212)  620-2440 
(212)  620-2472  (FAX) 


VOICE  MAIL 


PRESENTATION  SERVICES 


EXECUTIVE  ART 


lulti-Line  Voice  Mail  Plus. . . 


FAX  ON  DEMAND 
VOICE  MAIL 
CALL  PROCESSING 
TELEMARKETING 

V/S  PLUS  gives  you  professional 
VOICE  MAIL  S  AUTO  TRANSFER 
while  i!  pounds  out  Fax'd  Hard  Copy 
non-stop  24-hours  a  day  Give  it  to  them 
-  NOW!  Complete  Package  with 
Hardware  and  FAX  Software.  2  year 
warranty.  Requires  PC/AT/386/486. 

V/S  PLUS  onlyS699 

MULTI-LINE  HARDWARE   from  $299 


For  Sales  and  Information  Call: 

1-800-947-4884 

51 0-522-3800  •  FAX  5 1 0-522-5556 
TALKING  TECHNOLOGY,  INC. 

1 1 25  Atlantic  Ave  ,  Alameda.  CA  94501  /// 


FORBES  BINDERS 


CASE , 


/E  YOUR  COPIES  OF  FORBES 

;e  custom-made  cases 
binders  protect  your 
able  copies  from  dam- 
They  hold  about  half  a 
s  issues  Made  from  re 
ced  board  covered  with 
ler-like  material  in 
Title  is  hot-stamped 
>ld  Binders  have 
:ial  spring  mechanism 
)ld  snap-in  rods 
es:1-$7.95  3-S21  95 
lers:1-$9.95  3-S27.95 
ER  FROM  Jesse  Jones  industries  Dept  FB, 
East  Erie  Ave  Phila  .  PA  19134  Enclose 
;  address  (no  P  O  Box)  &  payment  Aad$i  per 
or  P&H  Outside  USA  $2  50  per  unit  (U  S  funds 
Pa  residents  add  6%  sales  taj<  Credit  card 
s  call  i-800-825-6690(mm  $15)  Please  allow 
i  weeks  for  delivery  Satisfaction  Guaranteed. 


It  keeps 
more  than 
memories 
alive. 


THE  AMERICAN  HEART 
ASSOCIATION 
MEMORIAL  PROGRAM . 

1-800-242-8721 
American  Heart  Association  ^ 

This  space  provided  as  a  public  service 


Siidclmggers 

j  Overnight  |E 
|   $495  1 

[OugUty Guaranteed  S 

Computer  File  Output] 


35mm  Color  Slides 
Overhead  Transparencies 
Canon  Color  Lasers 

Free  Samples  &  Technical  Support 


12-  hour  service  standard.  Modem  to  us 
your  native  files  by  8  a.m.  E.S.T.  or  send 
by  Priority  Air  Express,  and  we'll  have 
the  finished  product  back  to  you  by  the 
next  morning.  CALL  US  TODAY! 


The  BEST  Product,  (800)232-5411 
Service,  Tec*"'"' ,  (404)873-5353 
Support,  ana  cr    •  22.71hSt.4tlanla  GA30308 


EXECUTIVE  GIFTS 


•  16"  to  22"  models  ore  hand- 
crafted from  solid  mahogony  with 
hondpointed  markings  ond  details 

•  Over  160  models  in  stock 

•  Priced  from  $99  50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 


WOUiSliADINCWUffB 

KM 
MiosaiimjBS 

ICS5  Nor*  79*  SWI 
Stand*  Vport.  AZ85M 
09ft  BMW  — 


COMPUTER  SOFTWARE 


Need  New  Customers? 


Let  us  help  you  with  Sales  Leads... 

•  10  Million  U.S.  Businesses  - 

Select  by  SIC.  Employee  Size  and  Sales 
Volume  Lists  include  Name  of  the  Owner 
or  Manager 

•  78  Million  U.S.  Residents  - 

Select  by  Age  and  Income. 

Call  or  write  for  FREE  Catalog 
American  Business  Lists 

5711  S  861*  &rcte'Dept«01-183'Omaha.NE  68127 
Phone  (402)  331 -7169 -Fax  H02)  331-1505 


SHARING 


IS  CARING 


ORIGINAL 
ANTIQUE  MAPS 


To  Make  A  Distinguished  Statement 


•  Executive  Office 
Decoration 

•  Corporate  Gifts 

•  Collection  Building 


48  East  57th  Street  New  York,  NY  10022 

Gallery  Hours:  Mon-Fri,  10-6;  call  tor  Sat  hrs. 
(800)423-3741  (212)308-0018 
Fax:(212)  308-0074 

III.  Catalogue,  $7 

Supplier  to  Leading 
Museums  &  Private 
Collections 


Call 
Farwest  Golf 
Now  To  Order. . 


Improve  Your 
Putting. 

•  Tfie  most  effective  putting 
trainer  available 

•  Consistently  moke 
6  to  8  fool  putts. 

•  Use  at  golf  course,  home 
or  office. 

•  Adjusts  to  almost  any 
size  putter 

•Used  By  PGA/LPGA 
professionals. 

•  Full  Money-Bock 
Guarantee  <jt 

1-800-368-9158 


PRESENTATION  EQUIPMENT 


The  most  advanced  pen  sized 

Laser  Pointer 
INFINITER™ 


Black  S82 
24K  Gold  S1?0 
SS  00  SSH 


Don't  Lose  Their  Attention! 

Bright  red  laser  dot  lets  your  audience  focus 
on  your  topic  and  lets  you  direct  the  presentation 


$72 

Stiver 

55  Oak  Court.  Danville,  CA  94526 
Tel  510-820  1763  Fax  510  820  8738 


800-854-6686  Dept.  i 


EXECUTIVE  GIFTS 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  100%  U  S  A  -made 
We'll  custom-make  any  emblem  for  you! 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.       101  Bel  Air  Drive 
New  Milford,    CT    06776.    U  S  A 
(800)  535-5255  •  Fax  (203)  354-2786 


EXECUTIVE  GIFTS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

•Forward-tilt 

feature 
•Adjustable 

neck  rest 

•Built-in  adjustable 
lumbar  support 

To  fit  individuals  from  52"  up  to  6'6 


BackSaver  Call  1-800-251-2225 

  fa\  U  hr>.  1  8(l(>-445-%(» 

53  Jeffrey  Ave..  FME.  HolUston.  MA  01746 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 

ForbesrCapitalistTbol® 


EDITED  BY  THOMAS  JAFFE 


Amerada,  mon  amour 

Crude  oil  prices  arc  soft,  and  excess 
U.S.  gasoline  supplies  are  dragging 
down  refining  and  marketing  mar- 
gins. These  developments  particularly 
affect  $6  billion  (estimated  1993 
sales)  Amerada  Hess  Corp.  It  is  a 
major  gasoline  refiner.  And  unlike 
most  integrated  oils,  Amerada  uses 
FIFO  accounting.  During  inflationary 
times,  FIFO  produces  inventory  prof- 
its. But  when  prices  fall,  inventory 
losses  must  be  booked. 

Analyst  Paul  Ting  of  Oppenheimer 
&  Co.  has  slashed  his  1993  per-share 
earnings  estimates  for  Amerada  Hess 
from  $1  to  60  cents.  He's  also  cut  his 
1994  projection  by  20  cents,  to  $  1 .30 
a  share.  Meantime,  the  stock  has 
dropped  14%  from  its  12-month 
high,  to  a  recent  48V2.  Yield,  1.3%. 

But  Ting  isn't  recommending  that 
Amerada  be  sold.  He  likes  the  stock 
long  term.  The  company,  he  notes,  is 
upgrading  and  expanding  its  refinery 
in  St.  Croix.  It  also  is  developing  the 
Scott  field,  a  major  North  Sea  oil  and 
gas  find  in  which  it  has  a  35%  interest. 

All  this  has  cost  Amerada  a  fortune. 
Including  this  year,  its  capital  expen- 
ditures since  1989  will  come  to 
around  $7.3  billion,  nearly  three 
times  that  of  the  previous  five  years. 
The  high  depreciation  charges  related 
to  this  spending  eat  into  earnings,  but 
Ting  is  focusing  on  the  huge  cash  flow 
that  Amerada  will  generate,  thanks  to 
these  projects. 

Over  the  next  12  months,  Ting 
thinks  Amerada  will  generate  roughly 
$1.2  billion  of  cash  flow,  or  about 
$13.10  for  each  of  its  92.6  million 
shares.  So  the  stock's  selling  for  only 
3.7  times  that  estimate,  versus  a  mul- 
tiple of  just  over  6  times  for  the  other 
integrated  oils  he  covers. 

If  Amerada  stock  trades  off  on  near- 
term  earnings  disappointment,  Ting's 
advice  is  to  buy  on  weakness. 

Genesco  still  on  track 

Since  June  the  stock  of  Nashville  - 
based  Genesco  Inc.  has  dropped  some 
25%,  to  a  recent  8.  Has  the  turn- 
around at  $625  million  (estimated 
sales)  Genesco  come  unstuck?  No, 
says  analyst  David  Magee  of  Atlanta's 
Robinson  Humphrey. 

Genesco  manufactures  and  whole- 
sales footwear,  and  runs  more  than 


500  retail  shoe  outlets,  including  its 
Johnston  &  Murphy  flagship  chain. 
Among  the  bright  spots  are  Laredo 
and  Code  West  boots,  lower-priced  J. 
Murphy  footwear  and  Dockers  casual 
footwear.  Then  there  is  the  Greif 
Cos.,  a  tailored  men's  clothing  busi- 
ness whose  brands  include  the  Polo 
and  Chaps  lines,  by  Ralph  Lauren. 
So  what's  behind  the  recent  wcak- 


A  Johnston  &  Murphy  store 
Firm  footing  for  Genesco. 


ness  in  the  stock?  Magee  chalks  it  up 
partly  to  a  softer  retailing  environ- 
ment. Also,  Greif  temporarily  lost 
some  production  owing  to  the  con- 
solidation of  two  of  its  plants. 

Magee  expects  Genesco  to  earn  50 
cents  a  share  this  fiscal  year,  ending 
Jan.  3 1 , 1994.  He  looks  for  a  60%  gain 
next  year,  to  80  cents.  So  at  recent 
prices  Genesco's  23.9  million  shares 
sell  for  just  10  times  his  next  year's 
estimate.  Magee  thinks  the  stock  will 
hit  1 1  to  12  over  the  next  12  months. 

Low-wattage  stock 

SCEcorp,  the  $8  billion  (1992  reve- 
nues) holding  company  for  Southern 
California  Edison,  provides  electricity 
to  nearly  11  million  people.  In  June 
the  Rosemead,  Calif. -based  company 
split  its  stock  2-for-l  and  raised  its 
annual  dividend  by  2  cents,  to  $1.42. 
Recently  the  stock  sold  for  24V2,  just 
off  its  high.  Recent  yield,  5.8%. 

True,  the  yield  is  tempting.  But 
analyst  Sanford  Cohen  of  Morgan 
Stanley  says  SCEcorp  stock  is  overval- 
ued. That  2-cent  dividend  increase, 
he  notes,  represents  a  dividend 
growth  rate  of  just  1 .4%,  much  less 


than  expected.  Cohen  attributes  thi 
to  SCEcorp's  declining  growth  pros 
pects.  He  projects  that  over  the  nex 
five  years  the  company's  earning 
growth  will  average  just  1 .25%  a  yeai 
Cohen  estimates  1993  and  199- 
per-share  earnings  at  $1.71  am 
$1.79,  respectively.  But  these  esti 
mates  could  drop;  Cohen  believe 
that  this  fall  the  California  publi 
utility  commission  will  most  likel 
lower  SCEcorp's  allowed  return  oi 
equity,  currently  11.8%,  to  aroum 
11.1%.  Noting  that  the  average  utilit 
trades  at  12.5  times  anticipated  199- 
earnings  and  yields  around  6.5%,  Co 
hen  figures  the  stock  will  drop  to  21 

Caracas  calling 

Emerging  markets  can  be  trick\ 
Take  Venezuela.  Last  year  its  econo 
my  grew  7.3%.  But  in  1992  the  coun 
try  also  suffered  two  attempted  coup? 
and  in  May  1993  President  Carlo 
Andres  Perez  was  impeached.  All  thi 
helped  drive  down  the  Bolsa  de  Va 
lores  de  Caracas  39%  (measured  ii 
dollars)  from  its  12-month  high. 

But  lately  the  bolsa  is  up.  Perez  i 
out;  the  crisis  appears  over.  Time,  say 
Jose  Domingo  Sosa  of  Caracas  invest 
ment  bank  Oberto,  Sosa,  Vasquez 
Asociados,  to  pick  up  bargains. 

Two  companies  Sosa  likes  are  Ven 
ezolana  de  Prerreducidos  Caroni 
C.A.  (Venprecar)  and  Corporacioi 
Industrial  Montana,  C.A.  (Corimon) 
Both  have  American  Depositary  Re 
ceipts  that  trade  in  the  U.S. 

Venprecar  (1992  sales,  $44  mil 
lion)  is  the  world's  lowest-cost  pro 
ducer  of  hot  briqueted  iron,  a  substi 
tute  for  steel  scrap,  whose  prices  ari 
rising.  Its  9.5  million  adrs  begai 
trading  over-the-counter  in  Februar 
1992  at  $8.30.  Recent  price,  5%. 

Sosa  likes  the  Venprecar  adrs  be 
cause  of  their  rich  dividend  potential 
In  1993  and  1994  the  dividend  wil 
equal  either  100%  of  what  the  compa 
ny  earns  in  each  of  those  years  or  109 
of  the  original  offering  price,  which 
ever  is  greater.  Sosa  expects  Venpre 
car  to  earn  81  cents  per  adr  in  1993 
Either  way,  then,  the  yield  for  199; 
presently  works  out  to  around  14%. 

Sosa  also  likes  $279  million  (sales 
Corimon,  which  he  calls  "the  best 
run  company  in  Venezuela."  Its  2.( 
million  NYSE-listed  adrs  traded  las 
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ar  at  20V2.  Recent  price:  8V2. 
Having  divested  businesses  in  over 
dozen  industries,  Corimon  now 
•ncentrates  on  producing  paints, 
ait  juices  and  packaging.  It  owns 
7.5%  of  Grow  Group,  a  U.S.  paint- 
aker  whose  Big  Board  market  value 
$238  million,  and  has  a  joint  ven- 
re  with  Gerber  to  produce  baby 
od  in  Venezuela. 

Even  at  a  depressed  8V2,  Corimon's 
)Rs  still  sell  for  a  rich  18  times  the  47 
nts  per  ADR  Sosa  expects  the  compa- 
'  to  earn  in  1994.  But  he  notes  that 
rrent  ADR  holders  will  benefit  from 
.  upcoming  one-share  dividend  for 
ch  five  held.         -Joel  Millman 

ot  so  green  Evergreen 

.bany,  N.Y.- based  KeyCorp  (as- 
ts,  $32  billion)  has  said  it  wants  to 
ly  little  (assets,  $900  million)  Ever- 
een  Bancorp,  Inc.  Evergreen  is 
sed  in  Glens  Falls,  N.Y.,  where  it 
ns  First  National  Bank  of  Glens 
lis.  Details  of  the  bid  have  yet  to  be 
sclosed,  but  since  the  news  broke  in 
id-May,  Evergreen's  o-t-c-listed 
xk  has  jumped  from  12V6  to  a 
:ent  \SlA.  (There  are  4.7  million 
ares;  insiders  own  10.5%.) 
Arbs  and  other  investors,  beware: 
'ergreen  has  its  problems.  Last  year 
earned  77  cents  a  share,  down  from 
.49  in  1991.  A  big  chunk  of  that 
dine  was  caused  by  a  $14  million 
dition  to  reserves  for  nonperform- 
g  loans.  Even  so,  regional  banking 
alyst  Kevin  Timmons  of  First  Alba- 

Corp.  notes  that  Evergreen's  re- 
rves,  as  of  March,  covered  just  34% 
its  nonperforming  loans.  The  aver- 
e  for  banks  he  follows  with  assets  of 
i  billion  or  less  is  135%.  And  Ever- 
een's  nonperforming  assets  came  to 
arly  6%  of  total  assets,  versus  the 
me  group's  average  3.2%. 
Given  Evergreen's  high  percentage 

nonperforming  assets  and  low 
in- loss  reserves,  Timmons  is  in- 
ned  to  discount  the  bank's  stated 
»ok  value  of  around  $15.75  per 
are  by  as  much  as  $3  a  share.  Factor- 
g  in  a  premium  over  book,  he  thinks 
e  deal  (if  it's  consummated)  will 
ke  place  at$17or$18a  share — less 
an  20%  above  current  market.  And 
the  deal  doesn't  go?  Timmons  puts 
e  downside  at  12,  where  the  stock 
ided  in  early  May.  m 
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An  Invitation  to  Direct  Response/ 
Mail  Order  Advertisers: 


Join  more  than  250  consumer  advertisers  who  have 
discovered  the  power  of  FY  I,  FORBES  magazine's 
popular  lifestyle  supplement.  FYI  is  the  perfect  mar- 
ketplace for  your  products  and  services  because  of  its 
upscale  readers,  service-oriented  journalism  and  high 
reader  response. 

Put  FYI  to  work  today  by  placing  your  advertising 
message  in  At  Your  Service,  FYI's  highly  effective,  low- 
cost  direct  response/classified  section. 

Call  Linda  Loren  for  details. 


Phone:  212-620-2440 
Fax:  212-620-2472 


1-800-888-9896 

Call 

FORBES  SUBSCRIBER 
SERVICE 

To  Change  Your  Address  Or 
Order  A  New  Subscription 
(Allow  4-6  weeks  for  Address  Change. 
Please  quote  subscriber  number  on  address 
label  of  magazine.) 

or ... 

mail  this  coupon 
with  current  address  label. 


Name . 


New  Address . 

City  

State   


Zip . 


JB9X41 


NEW  SUBSCRIPTION 

□  1  Year  (27  issues)  $54 
□  3  Years  (81  issues)  $108 
In  Canada,  1  year  $95  Can. 
International,  add  $71  to  U.S.  annual  rate. 

Forbes 

P.O.  Box  10048 
Des  Moines,  IA  50340-0048 


Our 
Business 
Is 

Working 
To 
End 
Poverty. 


With  your  support  and 
donations,  ACCI0N  pro- 
vides small  loans  and 
training  to  the  self- 
employed  poor,  so 
they  can  increase    A  C  C  I  ON 
family  income  and 


create  new  jobs.  Please  help. 

ACCION  Internationa] 
130  Prospect  Street,  Cambridge,  MA  02139 
Tel.  (617)  492-4930 


IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELA? 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 
people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
S2.100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals.  ALL  drinks. 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  XO  •-  >^,-  -rw---- 

EXTRA  COST.  '       ~  '  — "--      "  " 

Though  it's  far  from  the  stresses  of  everyday  life. 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  fligr 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala.  owned  and  operate 
by  Forbes  Magazine.  For 
more  information  write  t< 
Errol  Ryland,  Manager,  4L 
Box  149,  Fort  Garland,  CC 
81133,  or  call  1-800-FORBES- 
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rhe  more  things  change . . ." 
0  years  ago  in  Forbes 

■rom  the  issue  of  July  21, 1923) 


gh  style  in  1923:  the  Studebaker  Big 
x  coupe  at  $2,550. 


rhings  were  overdone  stockmar- 
:t-wise  last  year  and  early  this  year, 
ir  too  many  stock  dividends  were 
died  out.  New  stock  and  bond  issues 
ere  floated  in  unprecedented  vol- 
ne.  .  .  .  The  total  securities  listed  on 
ie  New  York  Stock  Exchange  have 
ached  the  unparalleled  amount  of 
t0  billion.  There  are  approximately 
17  billion  of  bonds,  $17  billion  of 
ocks  having  a  stated  par  value,  and 
)  million  shares  of  no  par  value." 

rhe  current  daily  output  of  the 
;w  [California  oil]  fields  is  greater 
.an  ever  before  reached  by  all  the 
her  fields  on  the  coast.  It  is  more 
an  the  present  production  of  the 
itire  state  of  Oklahoma;  more  than 
)uble  Mexico's  production;  one- 
jarter  the  present  output  for  the 
itire  U.S.;  [and]  approximately 
le-fifth  the  world's  output.  .  .  .,1 

0  years  ago 

'ROM THE  ISSUE  OF  JULY  15,  1933) 

Io  business,  the  significance  of  the 
.F.C.'s  agreement  to  'loan'  the  Sovi- 
government  four  million  dollars  to 
lance  purchases  of  United  States 
>tton  is  this:  It  may  open  the  way  for 
rther  loans  with  which  the  U.S.S.R. 
ay  buy  needed  farm  implements, 
heat,  copper  and  other  goods.  Not 
ice  the  war  has  Russia  been  able  to 
3tain  a  cent  of  U.S.  credit  with  the 
>vernment's  approval." 

rhe  idea  of  giving  maximum  pro- 
ction  to  contents  through  use  of  up- 
t-date  techniques  in  packaging 
ems  to  be  spreading.  Latest  to  join 
ie  group  of 'vacuum  packed'  prod- 
:ts  are  spices.  A  glass  container  is 


used,  which  also  has  a  cap  that  can 
serve  both  as  a  shaker  and  a  measuring 
device." 

50  years  ago 

(From  the  issue  of  July  15,  1943) 
"Enterprising  Americans  are  going 
to  make  fortunes  in  the  new  post-war 
importing  industry.  They  will  make 
those  fortunes  because  they  will  be 
supplying  a  huge  demand,  the  supply 
for  which  was  cut  off  when  the  war 
stopped  ocean  shipping.  The  supply 
was  cut  off,  but  the  demand  re- 
mained, and  it  is  here  now." 


Wartime  job  problem:  too  few  workers. 


"Seven  thousand  planes  a  month — 
that's  the  high-flying  production  rate 
of  U.S.  aircraft  companies  (Britain's 
average  is  estimated  at  over  2,000  a 
month;  German,  Italian  and  Japanese 
combined  is  less  than  4,000)." 


25 


years  ago 


(  From  the  issue  of  July  15,  1968) 
"Out  of  those  untested,  wildly  soar- 
ing Hot  New  Issues,  those  Over- The  - 
Counter  'IBMs  of  tomorrow,'  whose 
most  visible  assets  seem  to  be  market- 
place "asses;  out  of  stocks  that  have 
doubled,  tripled  and  quadrupled  on 
little  more  than  the  greed  of  'sure- 
thing'  grabbers.  .  .  .  There's  going  to 
be,  not  necessarily  too  long  from 
now,  a  '62 -like  correction — punish- 
ment would  be  a  better  word — of  the 
present  market  binge." 

—Malcolm  Forbes 


"Believing  that  28.3  grams  of  pre- 
vention are  worth  453  grams  of  cure, 
the  House  of  Representatives  last 
month  authorized  a  study  of  the  met- 
ric system  for  use  in  the  U.S.,  virtually 
the  last  nation  on  earth  that  has  not 
decided  to  give  up  the  inch  and  the 
pound." 

10  years  ago 

(From  the  issue  of  July  18,  1983) 
"We  are  barely  halfway  through 
1983,  and  already  more  capital  has 
been  raised  through  new  stock  issues 
this  year — more  than  $3.3  billion — 
than  was  gathered  through  new  issues 
in  all  of  1972,  the  previous  record 
year." 

"The  man  who  saved  the  honor  of 
Fannie  Mae — that's  how  some  of  Da- 
vid Maxwell's  sturdiest  admirers  think 
of  him,  and  it's  hard  to  disagree.  The 
soft-spoken,  precise  chairman  of  the 
Federal  National  Mortgage  Associa- 
tion has  pushed  Fannie  Mae  into  issu- 
ing Ginnie  Mae-like  mortgage- 
backed  securities,  charged  higher  fees 
to  the  banks  from  which  Fannie  Mae 
buys  mortgages  and  emphasized  the 
purchase  of  variable-rate  mortgages. 
Those  steps  lessened  Fannie  Mae's 
financial  hemorrhaging.  .  .  .  After 
two  years  of  big  losses,  some  analysts 
expect  Fannie  Mae  to  earn  as  much  as 
$2  a  share  this  year."  BB 


Fannie  Mae  Chairman  David  Maxwell. 
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Edward  H.  Harriman, 
then  undisputed  ruler  of 
several  railway  empires, 
remarked  that  he  liked  to 
drop  into  an  executive's 
office  and  find  him 
with  his  feet  on  the 
desk.  The  chances  were, 
he  reasoned,  that  the  man 
was  taking  time  off  to 
do  nothing  hut  think. 
Is  it  your  experience — 
it  is  mine — that  ideas 
can  be  hatched  much  more 
freely  when  not  immersed 
in  routine  duties? .  .  . 
The  subconscious  mind 
seems  to  function  most 
fruitfully  when  one's 
nose  is  not  on  the 
grindstone. 

-B.C.  Forbes 


A  Text... 


All  the  rivers  run 
into  the  sea;  yet  the 
sea  is  not  full;  unto 
the  place  from  whence 
the  rivers  come,  thither 
they  return  again. 
-ECCLESIASTES  1:7 


Sent  in  by  Vernon  R.  Jacobson, 
Hammond,  Wis.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


The  young  always  have 
the  same  problem — how 
to  rebel  and  conform  at 
the  same  time.  They  have 
now  solved  this  by 
defying  their  parents  and 
copying  one  another. 
-Quentin  Crisp 

There  is  no  cure  for  birth 
and  death  save  to  enjoy 
the  interval. 

-George  Santayana 

Many  slow  and  sly 

deceptions 
Make  the  justice 

system  skew; 
Due  process,  when 

thus  maneuvered, 
Thwarts  the  justice 

that  is  due. 
-Art  Buck 

The  charms  of  a  passing 
woman  are  usually  in 
direct  relation  to  the 
speed  of  her  passing. 

-Marcel  Proust 


Wit  is  a  treacherous  dart. 
It  is  perhaps  the  only 
weapon  with  which  it  is 
possible  to  stab  oneself 
in  one's  own  back. 
-Geoffrey  Bocca 

If  birds  of  a  feather 
flock  together,  they  don't 
learn  enough. 

-Robert  Half 

Without  grace,  beauty  is 
an  unbaked  hook. 

-French  proverb 

The  human  body  was  designed 
to  walk,  run  or  stop;  it 
wasn't  built  for  coasting. 

-Cullen  Hightower 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $59.50  ($23.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $23.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  IA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


Bad  times,  hard  times — this 
is  what  people  keep  saying; 
but  let  us  live  well,  and 
times  shall  be  good.  We  are 
the  times:  Such  as  we  are, 
such  are  the  times. 
-St.  Augustine 

Maybe  this  world  is 
another  planet's  hell. 

-Aldous  Huxley 

Life  is  a  game  with  many  rules 
but  no  referee.  One  learns  how 
to  play  it  more  by  watching 
it  than  by  consulting  any 
book,  including  the  holy  book. 
Small  wonder,  then,  that  so 
many  play  dirty,  that  so  few 
win,  that  so  many  lose. 
-Joseph  Brodsky 

A  ship  ought  not  to  be  held 
by  one  anchor,  nor  life 
by  a  single  hope. 

-Epictetus 

The  holy  passion  of 
Friendship  is  of  so  sweet 
and  enduring  a  nature 
that  it  will  last  through 
a  whole  lifetime,  if  not 
asked  to  lend  money. 
-Mark  Twain 

An  open  mind  is  all  very 
well  in  its  way,  but  it  ought 
not  to  be  so  open  that  there 
is  no  keeping  anything  in 
or  out  of  it. 

-Alfred  North  Whitehe\d 

Advice  is  sometimes  transmitted 
more  successfully  through  a 
joke  than  grave  teaching. 
-Baltasar  Grecian 

I  like  Wagner's  music 
better  than  any  other 
music.  It  is  so  loud  that 
one  can  talk  the  whole 
time  without  other  people 
hearing  what  one  says.  That 
is  a  great  advantage. 
-Oscar  Wilde 
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talue  in  the  Forbidden  City.  Beijing 


leliability,  loyalty  and  mutual  trust  are  essential 
irerequisites  for  successful  banking.  That's  why  Credit 
Suisse  attaches  so  much  importance  to  personal 
ervice.  Wherever  you  are,  we  can  offer  you  all  the 
idvantages  of  a  modern  universal  bank.  Together  with 


our  partner  organization,  CS  First  Boston  Group,  Inc., 
we  have  firmly  established  ourselves  as  one  of  the 
world's  foremost  international  financial  services  groups. 
As  a  global  provider  of  Swiss  quality,  Credit  Suisse  is 
second  to  none. 


We  do  more  to  keep  you 


at  the  top. 


CREDIT  SUISSE 
CS 


ead  Office:  Zurich/Switzerland:  Represented  in  all  major  international  financial  centres.  In  the  USA  and  Canada:  New  York  ■  Los  Angeles  •  Atlanta  ■  Chicago  ■  Houston  ■  Miami 

San  Francisco  •  Toronto  ■  Vancouver 


\bu've  insured  your  house,  your  health, 
your  car.  Even  that  hot  new  ten-speed  you 
just  bought 

Shouldn't  you  insure  the  nest  egg  theyr 
all  riding  on? 
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IHINKOF  IT  AS  CAVIAR 
FORTHE  POWER  HUNGRY 


FORD  TAURUS 


WITH  AUTOMATIC 
TRANSMISSION. 

If  you  crave 

power  with  more 

than  a  hint  of 

sophistication, 

mav  we  suggest 
«».  the  ,993  For(j 

Taurus  SHO?  With  the  new, 
uniquely  engineered  automatic 


transmission  or  the  5-speed 
manual,  the  Taurus  SHO  promises 
an  unforgettable  taste  of  the  road. 

Begin  with  the  sequential  fuel- 
injected  24-valve  220  horsepower 
V-6.  This  racing-type  engine  is 
ideally  balanced  by  the  4-wheel 
independent  sport-tuned  suspen- 
sion, so  you'll  enjoy  exceptional 
performance. 

And  since  even  the  most  adven- 
turous palate  has  a  conservative 
streak,  the  Taurus  SHO  has  stan- 
dard anti-lock  brakes,  a  standard 
driver's  air  bag  supplemental 


restraint  system,  and  the  option 
of  a  right-front  passenger's  side 
air  bag.  Air  bags,  in  conjunction 
with  properly  worn  safety  belts, 
are  one  of  the  most  effective 
restraint  systems  available.  The  Fore 
Taurus  SHO.  A  perfect  way  to 
satisfy  your  appetite  for  power. 

HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


; 


Some  People  Might  Be  In  IHe  Dam  About 
tor  US.  Bank  Offers  THe  Most  Complete  Range 
Of  Processing  And  Operating  Service 


We'll  Shed  A  Little  Light  On  THe  Matter. 


rhe  Bank  of  New  York  offers  a 
9  complete  range  of  processing 
operating  services  than  any 
r  bank.  Thanks  to  our  proven 
mitment  to  these  businesses 
vast  technological  resources, 
5's  virtually  no  need  we  can't 

rhe  fact  is,  we  are  the  world's 
'epositary  Receipt  bank, 
inistenng  over  one  half  of  the 
d's  sponsored  ADR  and  GDR 
rams. 

A/e're  also  the  world's  #1 
jrnment  Securities  Clearing 

As  such,  we  clear  over  $400 
n  each  day— that's  more  than 
>  of  all  clearing. 

A/hat's  more.  The  Bank  of  New 
is  a  world  leader  in  Custody, 

Keeping  more  than  $1  trillion 

sets  We  are  also  a  leader  jggk 

?cunties  Lending,  offer-  J/^ 

he  most  complete 


range  of  securities  lending  services. 

We  are  also  Corporate  Trustee 
for  over  half  of  the  nation's  50 
largest  companies.  As  Stock  Transfer 
agent,  we  serve  over  6  million 
shareholders  around  the  world. 

Furthermore,  The  Bank  of  New 
York  is  one  of  America's  top  Cash 
Management  banks.  We  process 
over  $150  billion  in  funds 
transfer  transactions  around 
the  world  every  day,  ser- 
vice customers  in 
more  than  70  coun 
tries  and  have 
active 


relationships  with  over  2,000  corre- 
spondent banks  worldwide. 

For  more  information,  please 
call  Joseph  Velli  at  (212)  815-2009 
regarding  our  Securities  Processing 
services  or  Donald  Monks  at 
(212)  815-3900  regarding  our 
Corporate  Cash  Management 
services. 


THE 
BANKOF 
NEW 
YORK 


World  Leader  In  Processing  And  Operating  Services. 


©1993  The  Bank  of  New  York  An  Equal  Opportunity  Lender 


SOMETIMES  WHEJN 

YOU  HAVE 

A  GREAT  IDEA  YOU 
WANT    TO  TELL 

THE  WORLD 


J 


Okay,  so  you're  not  the  kind  of  person 
to  shout  it  from  the  rooftops.  Maybe  a 
global  fax  is  more  your  style.  An  inter- 
national videoconference,  even  better 

At  Sprint,  we  grasp  the  concept. 
And  we  believe  in  great  ideas.  After  all, 


we  had  enough  faith  in  a  little  thing 
called  fiber  optics  to  launch  a  global 
network  back  in  1986.  And  today  we're 
the  only  communications  company  to 
offer  local,  global  and  cellular  capa- 
bility. Not  to  mention  the  power  to 


communicate  with  over  290  cou 
and  locations  around  the  world 
connection  so  clear  you  could  h 
a. .  .well, you  know. 

But  alas,  man  does  not  live  h 
nology  alone.  So  it's  nice  to  kno\ 


> 1993  Sprint  Communications  Company  L  P 


unications  company  you  can 
communicate  with.  At  Sprint, 
g  more  value  on  helping  people 
rward,  than  getting  them 
xat  means  delivering  the  future, 
tan  just  promising  it. 


So  the  next  time  you  have  a  great 
idea,  don't  be  shy.  And  don't  wait  for 
someone  else  to  bring  you  the  technol- 
ogy that  lets  you  spread  the  word. 


Be  there  now. 

1-800-PIN-DROP 


Because  with  Sprint  you  have  the 
world  now.  And  the  power  to  share  it 
with  anyone,  anywhere,  anytime. 


Sprint 


ruroes  
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"If  the  business 
moves  from  a 
quantity  func- 
tion to  more  ser- 
vices and  pro- 
cessing, we'll 
move  with  it." 

mamm  96 
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Machine 

BySubrata  N.  Chakravarty 
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wide than  WMX  Technologies. 
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mmm  58 
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Spawned  by  entrepreneurs, 
spawner  of  entrepreneurs 

Although  it's  a  $10  billion  company  and 
growing  fairly  rapidly,  WMX  Technologies, 
Inc. — the  old  Waste  Management,  Inc. — re- 
mains remarkably  entrepreneurial.  The  place- 
positively  breeds  entrepreneurs.  Always  has.  Su- 
brata Chakravarty,  who  wrote  our  cover  story 
on  wmx,  reports:  "Cofounder  Wayne  Huizenga 
moved  on,  took  over  Blockbuster  Entertain- 
ment and  has  built  it  into  the  world's  biggest 
video  rental  company.  John  Melk,  formerly  the 
president  of  Waste  Management  International, 
was  earlier  a  partner  at  Blockbuster.  He  now  has 
joined  his  daughter,  Cindy,  in  starting  H20 
PLUS,  a  natural  cosmetics  company.  Don  Flynn,  who  was  chk 
financial  officer  of  WMX,  left  last  year  and  bought  the  Discover)'  Zont 
a  50-store  chain  of  children's  educational  play  centers." 

What  Chakravarty  finds  especially  significant  here  is  that  none  c 
the  people  who  left  to  found  other  companies  did  so  out  c 
frustration  or  dissatisfaction  with  WMX.  They  left  because  they  lov 
starting  businesses  and  wanted  to  repeat  the  experience.  Chakra 
varty:  "I  don't  think  any  of  them  sold  out  their  WMX  stock.  Thei 
continued  confidence  in  the  company  impressed  me.  It  shows  grea 
faith  in  Dean  Buntrock's  vision." 

Chief  Executive  Buntrock  is,  of  course,  himself  an  entrepreneui 
die  architect  of  much  of  wmx's  growth  from  a  regional  garbag 
collection  company  to  the  world's  biggest  and  most  versatil 
environmental  services  outfit.  Starting  on  page  96,  Chakravarty  tell 
why  wmx  has  a  brilliant  future. 

China:  It's  for  real 

In  recent  weeks  such  magazines  as  the  Economisthzvc  reported  tha 
China's  economic  boom  has  run  into  an  inflationary  wall.  Wher 
only  a  few  months  ago  enthusiasm  was  widespread  about  the  world' 
most  populous  economy,  more  lately  a  doubting  note  has  crept  int 
the  media  coverage. 

"Ignore  the  skeptics,"  advises  Andrew  Tanzer,  our  Pacific  bureai 
chief  based  in  Hong  Kong.  "China's  boom  is  for  real.  It's  actually 
positive  thing  that  the  government  is  willing  to  take  tough  action  tl 
slow  inflation  before  it  gets  out  of  hand."  He  explains  why  China! 
boom  is  for  real  in  the  story  starting  on  page  58. 

Tanzer  knows  whereof  he  speaks.  A  veteran  of  eight  years  covcrim 
the  Far  East  for  Forbes,  Tanzer  is  fluent  in  both  Mandarin  an 
Japanese.  His  Aug.  5,  1991  cover  story  ("The  mountains  are  higlj 
the  emperor  is  far  away" )  brought  Americans  their  first  definite  worj 
that  China  had,  informally,  abandoned  socialism  for  capitalism.  Th3 
article  raised  lots  of  questioning  eyebrows,  but  events  bore  it  out.  Nl 
guts,  no  story. 


Forbes  ■  August  2,  195 


836  000  6780  0345 

J.  LOY 

COMPANY  NAME 

International  Number  Auth  Code 

891253  836  000  6780  3  50 

Announcing  the  AI&T  Fraud 
Protection  Guarantee. 

Get  the  AT&T  Corporate  Calling  Card  and  you'll  be 
rotected  if  your  company's  calling  card  is  lost  or  stolen.  AT&T 
uarantees  you  won't  pay  for  fraudulent  calling  card  calls  made  by 
eople  you  don't  know* 

AT&T  Card  Protect5"  Service  gives  you  real  control  over  card 
sage.  To  help  prevent  unauthorized  use,  we  offer  you  a  range  of 
measures  such  as  geographic  restrictions,  purchase  limits  and 
pcount  passwords  to  meet  your  specific  calling  needs. 

larantcc  applies  only  to  standard  AT&T  Corporate  Calling  Cards  and  excludes  other  service  and  hilling 
tions  such  as  VTNS.  SDN  and  bulk  issuance  Excludes  fraudulent  usage  by  associated  persons  and  liability 
sed  on  knowledge  of  fraudulent  conduct  ( Hher  terms  and  conditions  apply 

nding  tariff  effectiveness  Discounts  apply  to  your  interstate  and  international  calling  card  usage  New  and 
icr  eligible  customers  who  subscribe  to  the  Select  Value"  Plan  for  twelve  months  will  receive  credits  in  7th 
J  1 3th  months  based  on  average  qualified  usage  Maximum  credit  of  $50,000  Other  conditions  apply 
1  nited  time  for  free  month  offer 


24  hours  a  day,  7  days  a  week,  our  Fraud  Analysis  and 
Surveillance  Center  provides  state-of-the-art  security  coverage  for 
every  one  of  your  employees'  cards.  It  helps  to  identify  unauthor- 
ized card  use  in  real  time,  allowing  prompt  action  to  be  taken. 

Get  the  AI&T  Corporate  Calling  Card  now  and 
get  up  to  one  month  free.** 

Sign  up  now  for  the  SelectValueSM  Plan  and  your  company 
will  be  eligible  for  savings  of  up  to  34%.  As  a  new  customer  we'll 
also  give  you  up  to  one  entire  month  of  free  AT&T  Calling  Card 
calls.** 

So  why  pay  the  price  for  choosing  another  phone  card?  Get 
the  AT&T  Corporate  Calling  Card  and  take  advantage  of  our  guar- 
antee, competitive  savings  and  free  month  offer.  Call  your  AT&T 
Account  Executive  today  or  1 800  257-5809. 

AI&T.  The  Best  in  the  Business. SM 

UpAT&T 
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End  of  an  ordeal? 

Whi  n  FORBES  last  visited  Common 
wealth  Edison,  just  about  everything 
that  could  go  wrong  had  gone  wrong 
tor  the  Chicago  electric  utility:  con- 
struction cost  overruns,  looting  on 
the  city's  West  Side  sparked  by  power 
outages,  lack  of  meaningful  rate  hikes. 
Still,  it  seemed  as  if  the  ordeal  was 
about  over  for  Chairman  James 
O'Connor  and  his  211,000  share- 
holders (Oct.  15,  1990). 

Not  quite.  A  series  of  regulatory 
and  judicial  setbacks  on  rate  hikes 
culminated  in  an  order  last  January  for 


Commonwealth  Edison's  James  O'Connor 
Still  seeking  a  meaningful  rate  hike. 


Edison  to  refund  $647  million  to 
ratepayers.  From  a  high  of  42%  in  late 
1991,  the  utility's  stock  dropped  to 
21%  last  year  before  recovering  to  a 
recent  28V8. 

Edison  has  appealed  the  case,  but  a 
final  ruling  isn't  expected  before  next 
year.  Meanwhile,  O'Connor  has  cut 
the  company's  work  force  by  10%,  to 
18,900.  But  belt- tightening  alone 
won't  get  earnings  back  near  1987's 
$4.73  per  share,  versus  $2.08  for  last 
year.  So  Edison  is  preparing  a  new 
rate-hike  proposal  using  updated  data 
showing  minima!  excess  reserve  ca- 
pacity, a  kev  consideration  in  the  reg- 
ulatory approv  al  process. 

On  a  different  front,  state  law  mak- 
ers recently  passed  a  bill  that  would 
allow  Edison  to  set  up  an  unregulated 
subsidiary  to  provide  alternative  ener- 
gy services — on-site  power  facilities, 
for  example — to  its  largest  customers, 
which  are  being  wooed  by  indepen- 
dent power  vendors.  Consumer 
groups  want  Illinois  Governor  James 
Edgar  to  veto  the  bill  on  the  grounds 
that  it  would  lead  to  rate  increases. 

O'Connor  argues  the  opposite.  "If 
large  customers  were  to  leave  our 


system,"  he  says,  "the  fixed  cos 
remaining  would  have  to  be  shared  b 
a  smaller  number,  w  hich  would  caui 
rates  to  rise." 

Getting  real 

As  FORBES  reported  18  months  ag< 
by  teaching  w  hat  they  w  anted,  ratrj 
than  what  business  needed,  the  rj 
tion's  business  schools  were  turnir 
out  graduates  w  ho  lacked  the  pract 
cal  skills  to  manage  in  the  real  wor 
(Jan.  20,  1992). 

B-school  deans  thought  our  piet 
was  too  critical.  But  the  message  m, 
finally  be  sinking  in,  now  thai  rcgistr 
tions  for  the  Graduate  Managema 
Admission  Test  are  dow  n  17%  froi 
L990's  record  of  304,000.  "It's 
period  of  self-doubt  regarding  whetl 
er  or  not  we  add  enough  value, 
concedes  Dennis  Logue,  until  rccen 
ly  associate  dean  at  Dartmouth 
Amos  fuck  School  of  Business  A< 
ministration.  Adds  Daniel  Shot 
dean  of  Kansas  State  University 
business  school,  "We're  all  shifting  I 
a  market-driven  perspective." 

Even  the  revered  Harvard  Busine 
School  is  undergoing  a  major  sel 
examination.  "We  are  very  much  ft 
cused  on  trying  to  figure  out  \vh; 
work  in  the  21st  century  is  going  t 
look  like,"  says  M.B.A.  prograi 
Chairman  James  Cash,  "and  geariri 
our  program  tow  ard  that."  Cash  sa; 
a  revamped  academic  program  mi 


Forbes 

THE  MBA 


Business 
schools  are  serai 
bling  to  find 
ways  to  add  valu 
to  their  M.B.A. 
programs. 


begin  as  early  as  next  year. 

Syracuse  University  has  alreac 
overhauled  its  M.B.A.  progran 
There's  a  new  emphasis  on  studej 
teamwork  and  integration  of  coun 
material  by  using  the  same  case  stuo 
in,  say,  both  marketing  and  finant 
classes. 

Other  business  schools  are  worl 
ing  more  closely  with  companies  1 
grapple  with  real-time  managemej 
issues.  The  University  of  Virginia 
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5    CARAT,  FLAWLESS  DIAMOND:  $250,000 


5    CARAT,  FLAWLESS  DIAMOND:  $250,000 


10   CARAT,  FLAWLESS  DIAMOND:  $1.0  MILLION 


WE'RE  PLEASED  TO  ANNOUNCE  THE  MERGER  BETWEEN 
]VIKLLON   BANK  CORPORAT1°N  AND  THE  BOSTON  COMPANY 


©1993  Mellon  Bank  Corporalion  and  The  Boston  Company  Diamonds  courtesy  ol  Harry  Winston,  Inc 


A  caterpillar  in  its  cocoon. 
A  chick  in  its  shell. 
We  figured  Mother  Nature  was  trying 
to  tell  us  something. 


The  Infinite  J30. 


.rn  more  about  Inpniii,  call  1-300-826-6500.  ©  1QQ3  Infiniti  Division  of  Nissan  Motor  Corporation  U.S.A. 


Nature  has  a  way  of  finding  the  simplest, 
most  elegant  solutions  to  things.  Designs  so 
pure  in  their  purpose,  they  're  beautiful.  That 
was  our  goal  with  the  Infiniti  J30! 

This  in  mind,  our  designer's  frst  pen  stroke 
was  an  egg  shape.  To  create  an  environment 
that  seemed  personal,  safe  and  intimate.  The 
next  stroke  was  an  arc,  to  indicate  perfect  bal- 
ance with  a  sense  of  fast,  quiet  motion. 

This  pure  concept  drove  all  that  followed. 
New  methods  of  construction  allowed  fluid,  or- 
ganic form.  To  enhance  interior  warmth,  we 
chose  special  leathers  and  North  American  wal- 
nu  t.  And  since  nature  shows  us  that  feeling 
comfortable  means  feeling  safe,  we  included  dual 
air  bags,  sea  tbelt  vre-tensioners  an  Jabs. 

e  result  was  something  all  too  rare  to- 
day. An  automobile  that  is  both  beautiful  and 
functional.  Visit  your  Infiniti  showroom  for  a 
Guest  Drive!  if  you  find  the  J30  seems  per- 
fectly designed  for  what  it  is  supposed  to  do, 
well,  it's  only  natural. 

It's  everything  that's  possible  " 


INFINITI 


America, 
stop  labeling  people 
and  start  labeling 
everything  else! 


••• 


File  Folders      Audio  &       Reports  &         Sports        Electrical     Photo  Albums  Industrial 
Video  Tapes    Presentations  Equipment 


ELECTRONIC 
LABELING  SYSTEM 

...When  people  need  labels  there's 
only  one  choice,  the  Brother  P-Touch 
Electronic  labeling  System.  It's  the 
fast,  easy  way  to  produce  striking 
laminated  adhesive  labels  in  over  30 
brilliant  colors  for  virtually  any  home, 
office  or  commercial  application! 


AVAILABLE  AT:  STAPLES  •  OFFICE  DEPOT 
OFFICEMAX  •  SEARS  BRAND  CENTRAL  •  SERVICE  MERCHANDISE 
BIZMART  •  COMPUSA  AND  OTHER  FINE  DEALERS 


AMERICA'S  #1  MANUFACTURER  OF  PORTABLE  TYPEWRITERS  AND  PERSONAL  WORD  PROCESSORS 


We're  at  your  side. 


iATIONAL  CORPORATION  •  200  Cottontail  Lane.  Someiset,  NJ  08875-6714 


Darden  Graduate  School  of  Bus 
ness  Administration,  for  instano 
sends  teams  of  students  overseas  t 
do  field  research  for  multinational 
The  project  ends  up  with  a  present, 
tion  to  senior  management. 

"We're  blurring  the  distinction  h< 
tween  work  and  education,"  Da 
den's  recently  retired  dean,  John  R( 
senblum,  says. 

The  populist  capitalist 

Nearly  three  years  ago  Forbes  to! 

the  story  of  a  little  known  Los  Ang< 
les  lawyer  and  businessman,  Richat 
Riordan  (Oct.  1,  1990).  A  New  Yd 
native,  Riordan  had  moved  to  □ 
Angeles  in  1956  and  quietly  accural 
lated  a  $100  million  fortune  investin 
in  real  estate,  supermarkets  and  teel 
nology  companies. 

In  the  1980s  he  began  using  h 
money  and  extensive  business  coi 
tacts  to  tackle  things  like  the  city 


Los  Angeles  Mayor 
Richard  Riordan 
He  ran  because 
the  politicians 
didn't  get  off 
their  asses. 


dilapidated  schools  and  the  area's  d< 
teriorating  business  climate.  Yet  Rio 
dan  disavowed  any  intention  ot  tin 
ning  tor  office.  "I'm  trying  to  get  tr 
politicians  oft  their  asses,11  he  declare 

to  Forbes. 

Today  Riordan,  63,  is  the  mayo 
What  changed  his  mind  about  threw 
ing  his  hat  in  the  ring?  Riordan  savs 
became  clear  in  early  1992  that  "11 
internal  workings  of  Los  Angeles  go' 
eminent  were  getting  worse  day  q 
day.  I  felt  it  would  take  someone  fr®] 
the  outside  to  turn  it  around." 

Now  he's  intent  on  applying  tl 
lessons  he  learned  from  his  years 
business  to  government.  Among  otl 
er  things,  he's  searching  for  peon 
who  aren't  career  bureaucrats  to  st. 
key  spots  in  his  administration.  "W 
feeling,11  he  says,  "is  we  have  to  a 
tract  people  who  are  doers.11 

-John  H.  Taylor 
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If  You  Knew  All  Of  New  York  You'd  Know 
You  Could  Have  It  All  In  New  York. 


To  many  people.  New  York  City 
means  Manhattan. 
Well,  Manhattan's  great. 
But  there's  a  lot  more  to 
New  York. 


Manhattan 
It's  great. . 


If  you're  thinking  of  starting, 
expanding  or  relocating  a 
business,  there's  Brooklyn,  a 
borough  with  a  population 
large  enough  to  be  the  fourth  largest  city  in 
the  U.S.A.  ' 

If  you  were  to  locate  your  business  here,  one 
of  the  Brooklyn  Navy 
Yard's  many  buildings,  or/ 
its  duty-free  trade 
zone,  could  work 
for  you. 

Maybe  you  could 
take  advantage  of 
the  $2.5  billion 
transformation  of 
Brooklyn's 

Brooklyn  Experiencing  downtown 
a  renaissance.  .  .. 

business  district 
and  its  accessibility  to  Manhattan. 
All  in  all,  Brooklyn,  with  its 
abundance  of  possibilities  for  low- 
cost  commercial  and  industrial 
development,  would  give  your 
business  a  wonderful  base. 

Queens  An 

,  ^  international  crossroads 

Ihen  theres  Queens. 
You  might  consider  it  an  international  crossroads. 
With  LaGuardia  and  JFK  International  airports 
within  its  borders,  Queens  is  the  regional  hub  of  air 
travel  and  air  freight. 
But  that's  not  all. 

Nearly  every  ethnic  group  is  represented  in  this 
borough,  giving  Queens  a  diversely  skilled  work  force. 
All  this  has  added  up  to  success  for  the  more  than 
2.500  manufacturers  and  the  same  number  of 
wholesalers  already  in  Queens. 
Why  not  join  them? 

Consider  the  Bronx. 
With  more  than  1.000 
manufacturing  companies 
and  the  $100  million  Bathgate 
Industrial  Park,  it's  certainly  a 
borough  of  opportunity. 
The  Hunt's  Point  Market 
(the  largest  food  distribution 
center  in  the  nation),  the 
borough's  spacious  new 
industrial  and  retail  facilities  and  its  reasonably  priced 
land  all  make  the  Bronx  a  real  find. 


There's  a  place  with  lots  of  wide  open  space  in  New 
York  City.  It's  Staten  Island.  It  has  6.000  acres  of  land 
still  available  for  commercial,  residential  or  mixed-use 
development.  And  easy  links 
to  New  Jersey,  Brooklyn 
and  Manhattan.  But  that's  T 


Staten  Island  Plenty  of 
space  right  in  NYC 


not  all.  There's  the  world's  %^ 
first  Teleport,  a  100-acre 
office  park  with  advanced 
worldwide  satellite 
//^s^v\  communications  and  ' 

' :' /  ^i? a  f|ber  °pt|cs  cab,e 

o  y"\  network. 

There's  also 
Westchester  County,  on 

the  border  of  New  York  City.  With  its  suburban 
ifestyle,  a  rolling  countryside  sporting 
dozens  of  office  parks  and  corporate 
headquarters,  a  well-developed 
economy,  six  major  cities  and  rail 
lines  and  highways  connecting  to 
New  York  City,  Westchester 
fulfills  the  needs  of  many  businesses. 
And  Westchester  has  no  corporate 
or  unincorporated  business  taxes  and  even 
has  an  airport  all  its  own. 


Con  Edison 
is  working  for 
the  economic 
development  of  - 
this  area.  For 
qualifying  busi- 
nesses, we  offer 
reduced  rates.  And 
we  pay  rebates  for 
installing  energy-efficient 
equipment.  We  can  also 
tell  you  about  the  many  forms  of  assistance  available 
from  state  and  local  governments.  If  you  are  thinking 
of  starting,  expanding  or  relocating  a  business  in  New 
York  City  or  Westchester  County,  call  Con  Edison  at 
(212)  460-4000  or  mail  in  this  coupon,  and  we'll  help 
you  find  a  home  for  your  business  once  and  for  all. 


N 


Westchester  County. 
A  suburban  lifestyle  and 
a  well-developed  economy 


.-.Con 
Edison 


Mail  this  coupon  to: 

CON  EDISON  ECONOMIC  DEVELOPMENT 
PO  BOX  900.  NEW  YORK,  NY  10003 

Please  send  me  a  free  Economic  Development  booklet 

(please  print) 
NAME  


The  Bronx  Borough 
of  opportunity. 


COMPANY  NAME. 

ADDRESS  

CITY  

STATE  


-ZIPCODE. 


PHONE 
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EDITED  BY  THOMAS  JAFFE 


Bob  Brennan's 
stockholders 

Penny  stock  promoter  Robert  Bren- 
nan  (FORBES,  Oct.  26,  1992)  is  at  it 
again.  This  time  his  victims  arc  the 
preferred  shareholders  of  $45  million 
(1992  sales)  International  Thor- 
oughbred Breeders,  Inc.,  which  owns 
the  Garden  State  Park  racetrack,  in 
Cherry  Hill,  N.J. 

Brennan  is  International  Thor- 
oughbred's chairman.  He  and  his 
family  also  own  63%  of  its  9.5  million 
Amex-listed  common  shares,  a  stake 
worth  nearly  $30  million  at  a  recent 
price  of  4%.  Then  there  are  Interna- 
tional Thoroughbred's  preferred 
holders,  who  a  decade  ago  paid  $88 
million  for  their  stock  in  a  deal  under- 
written by  Brennan's  notorious  First 
Jersey  Securities.  Most  of  this  $88 
million  was  used  to  rebuild  Garden 
State  Park.  Preferred  holders  were  to 
receive  a  variable  percentage  of  the 
track's  net  earnings  in  the  form  of 
dividends.  But  Garden  State  has 
racked  up  nothing  but  losses,  so 
they've  never  gotten  a  cent. 

Now  the  preferred  shareholders 
stand  to  lose  once  again.  They've 
been  asked  to  exchange  each  of  their 
445,545  preferred  shares  (which  re- 
cently traded  on  the  Amex  at  37/i6)  for 
a  half  share  of  International  Thor- 
oughbred common  stock,  recently 
valued  at  $2.38. 

Next,  Brennan  plans  to  sell  Garden 
State,  which  is  on  the  books  for  $137 
million.  That  could  give  preferred 
holders  a  break,  since  their  shares  have 
a  stated  liquidation  value  of  $100 
apiece.  But  International  Thorough- 
bred maintains  that  the  track's  sale 


Stock  piomoter  Robert  Brennan 


Preferred  holders  out  of  the  money? 


won't  constitute  the  liquidation  of 
the  company.  What's  more,  it  will 
account  for  the  sale's  proceeds,  up  to 
book  value,  as  nonoperating  earnings 
from  the  track— thus  depriving  hold 
ers  of  any  dividends  unless  the  sale  is 
for  above  book. 

The  big  winners?  Brennan  and  fam- 
ily— who'll  very  likely  reap  most  of  the 
money  from  any  Garden  State  sale. 

-Amy  Fkldman 

From  talking  to  hawking 

After  a  SUCCESSFUL  four-year  run 
that  included  winning  an  Emmy  in 
1990,  comedienne  Joan  Rivers  plans 
to  give  up  her  syndicated  daytime  talk 
show.  "There  are  17  different  talk 


Comedienne  Joan  Rivers 


Exercise  jewelry? 


shows  on  TV,"  she  says.  "Who  cares 
anymore  that  you're  a  lesbian  nun?" 
Rivers  says,  "The  future  on  television 
is  selling,  selling,  selling." 

So  this  fall,  Rivers  will  launch  a 
syndicated  daily  show  titled  Can  We 
Shop?  Her  backers  are  Barry  Diller's 
qvc  Network,  which  already  sells  her 
Joan  Rivers  Classic  Collection  of  Jewel- 
ry, Tribune  Entertainment,  which 
distributes  her  current  show,  and  Re- 
gal Communications,  a  $120  million 
(1992  sales  )  producer  of  infomercials. 

Meanwhile,  Rivers  has  struck  a  sep- 
arate 30-year,  $13  million  stock  deal 
with  Regal  that  gives  the  company  the 
licensing  and  merchandising  rights  to 
anything  else  she  sells.  "I  hope  I  live 
that  long,"  cracks  Rivers,  who  says 
she's  57.  The  contract  with  Regal 
allows  her  to  walk  if  her  annual  royal- 
ties don't  exceed  $1  million. 

The  first  offering  from  Rivers/Re- 


gal: "exercise  jewelry"  designed  \ 
her  24-year-old  daughter  Melissa.  It 
heavy,  so  you  can  work  out  and  lol 
good  at  the  same  time,  she  says.  Exe 
cisc  jewelry?  Hey,  Joan,  can  we  talk 
-Sharon  Mosha 

Showroom  no-show? 

No  MIDTOWN  Manhattan  address 
more  centrally  located  than  767  Fifl 
Avenue,  the  General  Motors  Buifi 
ing.  Between  58th  and  59th  streel 
it's  across  the  street  from  the  Pla: 
Hotel  and  Bergdorf  Goodman,  just 
block  away  from  Tiffany,  and  is  hon 
to  F.A.O.  Schwarz,  New  York's  mc 
famous  toy  store.  In  short,  a  drea 
location.  Which  is  why,  even  thouj 
i  iM  sold  the  building  in  1991 ,  it  co 
tinued  to  lease  9,000  square  feet 
ground  floor  space  there  for  an  aut 
mobile  showroom. 

But  the  buzz  in  the  real  esta 
world,  which  GM  confirms,  is  tl 
company  won't  renew  the  lease  ar 
that  the  showroom  will  close  in  Jan: 
arv  1995.  gm's  North  American  au 


GM's  Fifth  Avenue  showroom 


It,  too,  must  go. 

operation  lost  $12  billion  over  tl 
past  two  years.  The  closing  will  prob 
bly  save  a  couple  million  a  year.  Say 
GM  spokesperson:  "It's  one  of  t 
most  expensive  venues  in  the  worl 
We  think  we  could  better  allocate  q 
resources." 
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Jeep  me,  por  favor 

Odd  as  it  sounds  in  a  country  with 
>ver-2,000%-a-year  inflation,  Brazil- 
ian restaurants  and  shops  still  accept 
■ersonal  checks.  But  they  also  employ 
unners  to  get  them  to  the  bank  as 
luickly  as  possible. 

That,  understandably,  has  deposi- 
□rs  concerned  about  overdrawing 
heir  checking  accounts.  "'Maybe  in 
he  U.S.  it  isn't  so  important.  But 
rath  inflation  running  so  high,  people 
eed  to  know  w  hen  a  check  has  been 
ashed,'1  explains  Miguel  Cohen, 
hief  of  electronic  banking  for  Sao 
'aulo-based  Uniao  de  Bancos  Brasi- 
:irosS.A.  (Unibanco). 

So  Unibanco  has  since  May  offered 

service  called  Note  Bank,  a  note- 
book computer,  which  can  fax  users 
n  up-to-the-minute  bank  statement, 
djusted  for  inflation.  Unibanco  has 
lready  joined  with  Motorola's  Bra- 
lilian  subsidiary  to  offer  its  depositors 
he  30  Hours  Pocket,  a  paging  ser- 
ice.  Users  (6,000  so  far)  can  be 
aged  hourly,  with  an  updated  display 
f  any  transaction  that  has  occurred 
uring  the  prior  59  minutes. 

The  pager  also  posts  the  latest  com- 
lodities  prices,  the  price  of  the  cru- 
eiro  against  the  dollar  and  stock 
uotes  from  Brazil's  major  bolsas,  as 
rell  as  from  stock  exchanges  in  To- 
yo,  London,  Mexico  City  and  New 
ork.  -Joel  Millman 

Computerized  ethics? 

HK  bloated  Justice  Department  ap- 
arently  thinks  that  computer  games 
an  teach  its  93,300  employees  to  be 
onest.  Office  of  Government  Ethics 
uidelines  require  Justice's  workers  to 
ike  at  least  one  hour  of  training  in 
thical  conduct.  So  last  year  Justice 
ave  Legend  Entertainment,  a  tiny 
'hantilly,  Va. -based  maker  of  com- 


Job  Selection  . 


Use  the  arrow  keys  to  select  o  character,  press  the 
space  bar  for  information,  or  Enter  to  begin. 

jstice's  computer  game 
bribe  is  a  bribe  is  a  bribe. 
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puter  games,  a  $248,000  contract  to 
develop  a  maze-like  ethics  game. 

The  game  ranges  from  entry- level 
jobs  all  the  way  up  to  assistant  attor- 
ney general.  Players  score  points  for 
correct  responses  to  ethical  questions. 
Wrong  answers — accepting  $  1 ,000  in 
small,  unmarked  bills  for  expediting 
an  immigration  form,  for  example — 
result  in  a  bawling  out  by  a  cigar- 
chomping  bureaucrat.  You  can  even 
wind  up  going  to  the  slammer. 

"It's  a  lot  better  than  hiring  out  a 
hotel  room,  buying  doughnuts  and 
coffee,  and  subjecting  people  to  some 
boring  speaker,"  says  Peggy  Oriani, 
Legend's  marketing  director.  Fair 
enough.  But  why's  Justice  hiring  peo- 
ple who  need  to  be  taught  it's  unethi- 
cal to  take  a  bribe? -Steven  Zausner 

Scrooged 

Jacob  (Jake)  Belin,  78,  former  chair- 
man of  St.  Joe  Paper  Co.,  has  seeming- 
ly crossed  swords  with  his  successor, 
Winfred  Thornton,  65.  Belin  won't 
say,  but  word  is  he's  unhappy  that  the 
Jacksonville,  Fla. -based  company's 
operating  profits  have  fallen  by  half 
since  Thornton  took  over  in  1991 . 

The  dispute  has  boiled  over  into  a 
Florida  lawsuit  Belin  has  filed.  The 
suit  seeks  to  increase  from  five  to 
seven  the  number  of  trustees  of  the 
Alfred  I.  duPont  Testamentary  Trust, 
which  owns  70%  of  St.  Joe  stock. 
Belin  serves  as  a  trustee;  Thornton  is 
chairman  of  the  trust.  Belin's  suit  also 
seeks  to  boost  trustees'  salaries  from 
$5,000  to  $100,000  a  year— to  at- 
tract prominent  outsiders. 

The  scuttlebutt  is  that  one  thing 
Belin  and  other  dissident  trustees 
want  to  change  is  St.  Joe's  long- 
standing practice  of  paying  miserly 
dividends.  St.  Joe's  current  payout  is 
just  20  cents  a  share,  or  $6. 1  million  a 
year.  That's  nothing  for  this  railroad, 
forest  products  and  real  estate  empire, 
which  some  analysts  value  at  over  $2 
billion,  double  its  market  capitaliza- 
tion. As  of  March,  the  virtually  debt- 
free  company  was  sitting  on  $78  mil- 
lion, or  $2.56  per  share,  of  cash. 

If  Belin  wins,  it  would  mean  much 
tougher  scrutiny  for  St.  Joe's  lacklus- 
ter performance — and  maybe  even 
give  the  dissidents  power  to  pick 
Thornton's  successor. 

-James  R.  Norman  wm 


"       L-sUed  adults. 
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.  lu8t  read  the  label 
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the  medicine  label.  the  first  step  to  getting  better, 
a  message  by  the  council  on  family  health  and  the 
Food  and  Drug  Administration. 
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Probability  and  penury 

Sir:  You  say  the  odds  of  "white-collar 
types"  being  disabled  are  "only  18%" 
("Overloaded?"  June  21):  I  read  an 
article  in  the  same  issue  on  home- 
owner's insurance  ("There's  a  horse 
in  my  swimming  pool" )  expecting  the 
same  "cancel  it"  recommendations — 
after  all,  the  probability  of  my  house 
burning  down  is  only  1  in  1,200. 

As  a  practicing  financial  planner,  I 
cannot  afford  to  have  "only"  18%  of 
clients  forced  out  of  their  homes.  The 
ability  to  earn  dollars  is  one's  most 
important  asset  and,  statistically,  dis- 
ability is  by  far  the  greatest  risk  to  it. 
-John  Reigelman 
Rochester,  N.T. 

Misdiagnosis 

Sir:  You  missed  the  point  ("Book 
burning,"  June  21).  The  issue  is  the 
vitamin- mineral-dietary  supplement 
industry's  tendency  to  promote  its 
products  with  misleading,  if  not  false, 
representations  about  their  purity  and 
effectiveness,  not  whether  such  claims 
should  be  subject  to  approval  by  the- 
FDA,  which  is  charged  with  maintain- 
ing the  safety  of  ingestible  food  and 
drug  products. 
-Steven  S.  Berjzzi 
Riverside,  Conn. 

Bush  started  it 

Sir:  Re:  Fact  &  Comment  (June  21). 
Recall  that  Bush's  Transportation 
Secretary  Sam  Skinner  proudly  boast- 


Presidents  Bush  and  Reagan 
Reversing  policies. 

,  "mm 


ed  that  he  was  the  first  Cabinet  official 
to  completely  purge  an  agency  of 
Reagan  appointees.  Clinton  can't  get 
credit  for  reversing  Reagan,  it  already 
started  under  George  Bush. 
-Jeffrey  C.  Smith 
Alexandria,  Va. 

Lessons  not  learned 

Sir:  On  the  contrary,  two  world  wars 
should  have,  but  have  not,  taught  lis 
the  price  of  interventionism  (Fact  & 
Comment,  July  5):  Britain  and  France 
did  not  have  to  go  to  WWII,  and  if 
they  had  not,  the  U.S.  would  not  have 
been  obliged  to  bail  them  out,  Japan 
would  not  have  attacked  the  U.S.  and 
Hitler  and  Stalin  would  have  de- 
stroyed each  other. 
-Horace  D.  McCowan  Jr. 
Richmond,  Va. 

Repriced  annuities 

Sir:  Re  "We  only  pay  when  they 
produce"  (July  5).  A.M.  Best's  1992 
study  cited  in  the  article  examined 
only  annuities  issued  in  1987.  In 
1988  we  repriced  our  existing  annu- 
ities and  offered  new  products,  all 
attractively  priced.  For  example,  our 
annuity  issued  in  1988  will  have  an 
accumulation  and  surrender  value  of 
$14,722  per  $10,000  of  original  sin- 
gle-premium on  its  fifth  anniversary 
in  1993.  Compared  with  the  other 
annuities  in  the  study,  this  product 
would  rank  eighth  out  of  94. 
-Fred  S.  Hubbell 
President  and  CEO 
Equitable  of  Iowa  Cos. 
Des  Moines,  Iowa 

Perfect  fit 

Sir:  I  have  had  two  Little  Brothers  in 
past  years  ("The  most  important 
thing  I  have  done,"  June  21)  and 
found  that  the  program  fit  marvelous- 
ly  well  with  the  travel  schedule  of  a 
busy  executive. 
-William  J.  Sinkula 
Cincinnati,  Ohio 

Sounding  the  alarm 

Sir:  Far  from  "hectoring  the  public  to 
put  more  retirement  money  in 
stocks"  ("History  lesson,"  June  21), 
my  approach  has  been  to  focus  em- 


ployees on  the  need  for  early  retire 
ment  planning.  We  are  courting 
financial  disaster  when  over  oik 
quarter  of  all  eligible  employees  d 
not  take  part  in  these  voluntary  plan 
and  even  those  that  do  appear  to  \ 
seeking  safety  above  all  else,  rath< 
than  considering  whether  their  ii 
vestment  strategy  will  fund  their  r< 
tirement  adequately. 
-J.  Cartfr  Beese  Jr. 
Commissioner 
U.S.  Securities  &  Exchange 

Commission 
Washington,  D.C. 

Lox  and  stocks 

Sir:  If  HelmerToro's  limited  partne 
ship  is  as  good  as  his  H&H  bage 
("Ozzie  &  Harriet,  L.P.,"  June  21 


Helmut  Toro  with  wife,  Amy 
Insulating  their  assets. 


he  could  be  rolling  in  the  dough.  Pa: 
the  cream  cheese  and  a  prospectus, 
-Diane  E.  Alter 
Long  Branch,  N.J. 

Willing  and  able 

Sir:  Your  article  on  doing  business  i 
Ukraine  ("My  problem  is  that  Fr 
stubborn,"  June  21)  is  hardly  typic; 
of  the  real-life  situation  there.  I  hav 
found  the  people  to  be  highly  educal 
ed,  motivated  and  very  willing  to  d 
business  with,  and  work  for,  Amer 
cans  and  other  foreigners. 
-Jerry  Gulkewycz 
Rochester,  N.  T. 
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Faster  than  you  can  find  Fullerton, 
we  can  find  out  when  your  package  got  to  Fullerton. 


Cily:  FULLERTON 
Event  ARRIVAL 
Ttmo  8:46  AM 


In  a  matter  of  seconds,  our  Computerized 

Tracking  and  Tracing  system  can 
tell  us  the  delivery  status  of 
your  Express  Mail®  package. 

That's  because  its  bar 
code  is  electronically  scanned  at 
different  points  along  its 
overnight  journey.  This  data  is 
en  transmitted  directly  to  our  central  computer. 

This  advanced  sys- 
m  lets  us  update  you 
X  hours  a  day,  every  day.  All  you  have  to  do  is  call 


HB3b53S«0St.US* 


our  Customer  Service  Center  at  1-800-222-1811. 

Use  the  same  number  to  arrange  pickup  or  ask 
any  questions  about  Express  Mail. 

Finally,  to  fully  ease  your 
mind,  consider  the 
extraordinary  value  of 
overnight  Express  Mail 
from  the  United  States 
Postal  Service.  From  just 
$9.95,  365  days  a  year, 
we  track,  we  trace, 
we  deliver  for  you. 


993  U  S  Postal  Service 


United  States  Postal  Service 


New  PS/2  E 


What's  inside 


y                       Power  supply:  24  watts. 

Save  power.  Help  save  the  earth. 

/           10  4"active  matrix  TFT  Color  Monitor  or 
/               PS/2  14"  Energy  Saver  Color  Monitor 

Either  one.  a  great  energy-saving  \ 
ergonomic  choice.  \ 

New  Quiet"  Touch  keyboard  with 
\       TrackPoint  II.  And  optional  numeric  keypad 

One  is  right  where  you  write  The  other  J 
is  right  where  you  calculate  / 

Processor  486SLC2  50/25  MHz. 
1 6KB  Cache.  Up  to  1 6MB  memory 

Who  says  you  can't  be  fast  and  powerful  / 
and  still  consume  less  power7  / 

Hard  disk  drive  120MB 
PCMCIA  (2.01 )  slots:  4  Type 
^*«^^    I  s  or  It's  or  2  Type  Ill's 

Lots  of  room  to  grow,  stretch, 
connect  and  add  new 
capabilities. 

Human  by  design. 


y 


PS/2®  E  is  here.  Fashionably  early. 
More  than  a  n<  >k  .  \  new 
vision.  A  new  bod  •  new  spirit,  a 
new  kind  ol  computer. The  power- 
ful 486SEC2  that  i,  »  •  power 
than  other  P(  Is.  Drat;  itieailv  less. 
Energy  Star  compliau  Designed 


tor  greater  rceyclabiht  .  < 
ecology  meets  technology 


ilor  Monitor  (active  matn> 
lat  Business  Machines  Coi 


uillv, 


Thin,active  matrix  TFT  color 
screen.  \  masterpiece  on  your 
desk. Or  look  into  the  Energy 
Saver  Color  Monitor.  Large, 
crisp,  clear  images.  Easy,  flexi- 
ble, digital  controls.  CPl  base 
only  12"  square,  2.5"  high 
(includes  PCMCI  A).  Tuck  it 
away.  Out  of  sight.  No  fan. 
Hush.  hush.  \nd  ver\  cool. 


Ergonomics  everywhere.  Flicl 
free  screens.  Brilliant  colors. 
Borderless.  Two-part  keyboar 
truer  to  your  hands  and  habit 
With  unique  TrackPoint  II™ 
pointing  device  built  in.  Poim 
where  you  want  the  cursor  to 
Works  like  the  tip  of  your  linj 
Welcome  to  natural  computm 


'.tally  available  in  limited  quantities  IBM.  PS/2,  Quiet  and  HelpCenter  are  registered  trademarks  and  TrackPoint  II  is  a  tradem. 
@  1993  IBM  Corp 


Look  into  tlx- 1 ul  11  re.  Call  your 
IBM  marketing  representa- 
tive or  the  Persona]  Systems 
HelpCenter  at  I  800772-2227 
for  the  I BM  authorized  dealer 
nearest  von. 


We  have  seen 
the  future  and  are 
prepared  to  meet  it, 
side  on. 


The  1993  Buick 
Roadmaster  Sedan 

meets  the  1997 
federal  side-impact 

standard  —  four 
years  in  advance. 

By  1997,  all  automobiles  will 
be  required  to  meet  a  new 
federal  safety  standard  for 
side-impact  collisions.  But  you 
don't  have  to  wait  four  years  to 
have  the  assurance  of  a  safer 
automobile.  You  can  have  it 
now. 

Safety 

The  1993  Buick  Roadmaster 
Sedan  meets  the  1997  federal 


safety  standard  today, 
four  years  in  advance. 
With  a  standard  driver 
air  bag,  anti-lock 
brakes  and  a  full- 
perimeter  frame,  the 
Roadmaster  Sedan  is 
a  very  safe  car  to  drive. 


Luxury 


Safety  isn't  the  only 
impressive  feature  on  this 
luxury  automobile.  With 
its  patented  DynaRide® 
suspension  system,  the 
Roadmaster  Sedan  can  handle 


the  road  with  comfort,  style  and 
elegance. 

Commitment 

Buick  is  committed  to 
producing  a  safer  luxury 
automobile.  So  to  see  what  the 
future  has  to  offer,  take  a  test 
drive  at  your  local  Buick  dealer 
today. 


Freeze  frame  of  actual  side-impact  safety  test 

Or  call  l-800-4A-Buick  for 
more  details  and  information. 
The  future  is  only  a  test  drive 
away. 


BUICK 

The  New  Symtx)l  For  Quality 
In  America. 


1093  Roadn\i<u>-  Uniilcil  Wan 


QUI  *      l>w;H".M  Corp  All  riiihts  reserved 
I      1    Roadmaster  is  a  registered  trademark  of  GM  Corp 
Buckle  up.  America1 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 


iy  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


COMING 

Jnless  the  burden  on  capital  gains  is  reduced  or 
liminated,  whatever  tax  bill  Congress  passes  will 
iurt  the  economy.  Annual  growth  will  be  lucky  to 
ouch  2%.  Depending  on  legislative  details,  a  recession 
ould  result. 

As  the  baleful  impact  of  this  package  becomes  appar- 
nt,  the  White  House  will  put  intense  rather  than  the  so- 
ar gentle  pressure  on  the  Federal  Reserve  to  prime  the 
conomy  through  easy  (read  inflationary)  credit.  Green- 


CLASH 

span  and  his  colleagues  will  resist.  We  will  have  a  confron- 
tation like  that  between  Harry  Truman  and  the  Federal 
Reserve  over  40  years  ago.  Truman  ousted  the  chairman, 
but  the  Fed  still  raised  interest  rates. 

No  matter  the  outcome  of  this  upcoming  battle,  which 
will  begin  in  earnest  by  year's  end,  you  can  bet  that  bonds 
will  be  beaten  while  the  fight  rages. 

That's  why  gold's  price  is  going  up — in  anticipation  of 
inflationary  and  other  kinds  of  fireworks  to  come. 


WHY  IS  HE  STILL  LOOSE? 


[hat  serial  killer  Jack  Kevorkian  hasn't  been  tried  for 
lurder — or  at  least  manslaughter — and  probably  won't 
e  speaks  volumes  about  the  confused,  unsettled  state  of 
anerican  mores. 

Suicide  is  increasing  alarmingly.  But  most  people  who 
ttempt  to  take  their  own  lives,  and  many  who  succeed, 
eally  don't  want  to  die.  Their  acts  are  a  desperate  cry  for 
elp.  Kevorkian  and  his  ilk,  who  prey  on  troubled  people 
nd  push  them  over  the  brink,  are  worse 
lan  those  ghouls  who  encourage  a  person 
n  the  ledge  of  a  building  to  jump. 

We  seem  to  be  more  concerned  with  "the 
ght  to  die"  than  with  helping  those  who 
re  struggling  to  live.  Where  are  the  out- 
iged  outcries  from  religious  leaders  about 
le  activities  of  a  Kevorkian? 

Why  isn't  there  more  effort  from  our 
Higious  and  cultural  elite  to  help  and  pub- 
cly  urge  those  who  are  facing  serious  per- 
}nal  crises  to  struggle  on?  Most  people  face 
mes  when  they  feel  overwhelmed.  They 
ould  find  it  significantly  easier  to  cope  with  these  dark 
eriods  if  they  knew  that  the  moral  thrust  of  society  was 
p  encourage  people  to  live  rather  than  to  make  it  easier 
pr  them  to  die. 

Kevorkian-like  killers  pretend  they're  only  giving  the 
prminally  ill  a  humane  way  to  deal  with  their  pain. 
Death  with  dignity"  is  their  sound-bite  rationale. 


The  joy  of  killing:  Kevor- 
kian and  his  suicide  device 


They're  being  disingenuous,  to  put  it  mildly.  We  aren't 
talking  about  comatose  bodies  attached  to  respirators, 
where  the  only  sign  of  life  is  an  occasional  brain  wave.  We 
are  talking  about  people  who  need  reassurance  from 
family,  friends  and  community  that  the  real  dignity  is 
their  not  giving  in  to  despair. 

The  sad  irony  of  this  growing  attraction  to  euthanasia 
and  suicide  is  that  it  comes  at  a  time  when  medicine  has 
reduced  the  amount  of  pain  we  have  to  bear 
during  our  lifetimes  to  a  level  that  would 
have  seemed  astonishingly  low  to  our  ances- 
tors. Before  the  Industrial  Revolution,  the 
absence  of  pain  in  people's  daily  lives  would 
have  been  considered  noteworthy.  There 
were  simply  no  treatments  for  most  physical 
afflictions. 

Even  today's  plethora  of  painkillers  can't 
take  away  the  genuine  suffering  of  those 
with  diseases  such  as  lung  cancer  and  AIDS. 
Isn't  it  startling,  particularly  for  people  who 
believe  in  traditional  values,  that  the  "non- 
traditional"  gay  community  has  shown  more  concern  for, 
more  of  a  "fight  for  life"  attitude  toward,  its  AIDS- 
afflicted  brethren  than  society  as  a  whole  has  done  for 
many  other  suffering  individuals? 

Anyone  with  a  sense  of  history  would  have  to  conclude- 
that  the  rapid  rise  in  suicide  and  this  emphasis  on  eutha- 
nasia is  truly  a  spiritual  crisis,  not  a  medical  one. 


DITHERING  AND  DELAY  MEAN  AN  EVER-DARKENING  DAY  OF  RECKONING 

/hen  will  the  U.S.  and  Western  Europe  face  up  to  the  involved.  The  longer  we  wait,  the  messier,  more  murdcr- 
ict  that  the  war  in  the  former  Yugoslavia  is  not  going  to    ous  the  crisis  will  be. 

uickly,  conveniently  disappear?  The  conflict  will  esca-  Serbia  isn't  yet  finished  with  its  aggression  against 
ite.  Like  it  or  not,  we  and  other  nations  will  become     Bosnia.  It  intends  to  seize  more  territory  and  kill  sev- 
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eral  hundred  thousand  more  people. 

Bosnia's  formal  military  resistance  may  soon  collapse, 
but  don't  be  misled.  The  Balkan  war  will  go 
on  and  spread. 

Serbia's  Kosovo  province,  90%  Al- 
banian, is  about  to  explode,  which 
will  involve  neighboring  Albania  and 
Macedonia.  The  resulting  chaos 
could  bring  in  Greece  and  Bulgaria, 
which  have  territorial  designs  on 
Macedonia.  Greek  action  could  pro- 
voke the  Turks  to  intervene. 

Serbia  is  also  committing  violence 
against  its  Hungarian  minority  in  die 
north.  Hungary  may  be  forced  to  act 


to  protect  its  kinsmen  from  genocide.  Major  hostiliti 
are  brewing  again  between  Serbs  and  Groats. 

An  expanded  Balkan  war  may  enable  extreme  Russu 
nationalists  to  force  Yeltsin  to  elite 
his  anti  Belgrade  policies. 

Despite  the  growing  danger,  01 
President  and  Secretary  of  State  coi 
tinue  the  diplomatic  version  i 
thumb-sucking,  refusing  to  arm  b 
leaguered  Bosnians  and  to  bomb  Se 
bian  military  forces.  There  are  r 
legal  obstacles  blocking  the  U. 
from  acting,  alone  if  necessary.  E 
we  have  the  will  to  do  what  is  rigf 
morally  and  strategically? 


Serbian  soldier:  The  joy  of  ethnic  cleansing. 
FOR  THE  FIRST  TIME  IN  A  GENERATION 

France  can  replace  Germany  as  Europe's  economic  dyna-  for  privatizing  government-owned  companies.  Unlil 
mo.  Inv  estors  should  watch  closely  the  activities  of  new     French  President  Mitterrand,  the  prime  minister  is  eager  I 


French  Prime  Minister  Edouard  Balladur, 
who  took  office  after  conservatives  crushed 
incumbent  leftists  in  March's  parliamentary 
elections.  Balladur  is  a  no-nonsense,  pro- 
free-enterprise  politico.  This  former  finance 
minister  ( 1986-88)  is  now  in  charge  with  an 
impressive  legislative  majority. 

Germany's  misguided  financial  and  mone- 
tary strategies,  which  will  deepen  its  reces- 
sion, are  giving  France  its  opening.  If  Balla- 
dur follows  through  on  his  instincts,  not  only 
will  France  grow,  but  it  will  also  provide  a 
stark  policy  contrast  to  Germany's.  Balladur 
has  already  unveiled  an  impressive  program 


Balladur:  Can  he  still 
escape  the  tax  trap? 


conclude  a  global  free -trade  pact. 

Balladur's  biggest  mistake:  He  has  pn 
posed  tax  increases  to  reduce  the  budg 
deficit.  This  will  hurt  the  economy.  Tl 
prime  minister  should  follow  his  low-t; 
instincts  instead  of  the  Neanderthal  ec< 
nomics  of  some  of  his  colleagues. 

What  holds  France  back  from  realizir 
its  full  potential  is  the  government-know 
best  reflex  it  has  been  afflicted  with  sinj 
the  days  of  Louis  XIV.  Shaking  off  th 
deeply  ingrained  statism  will  enable  Fram 
to  develop  the  economic  muscle  to  mat< 
its  diplomatic  ambitions. 


GOOD  MAN  GOES 


A  few  YEARS  ago  there  was  skepticism 
about  Merrill  Lynch  and  its  then  CEO,  Bill 
Schreyer.  Even  Forbes  had  doubts  that  he 
could  bring  costs  of  this  behemoth  under 
control.  Schreyer  took  these  doubts  in 
stride,  cheerfully  saving,  "You'll  be  pleas- 
antly surprised." 

He  was  right.  Merrill  Lynch's  revenues 
have  exploded,  while  costs  have  been  kept 
on  a  tight  leash.  Its  stock  has  quadrupled  in 
the  past  three  years. 


OUT  GREAT 

Despite  his  corporate  burdens,  Schrey 
found  time  to  work  hard  and  successfully  fi 
a  number  of  good  causes.  With  his  effbrl 
he  has  enriched  their  coffers,  just  as  he  d 
for  Merrill  Lynch's  shareholders. 

Bill  Schreyer  recently  retired  from  Mj 
He's  the  kind  of  executive  who  ought  to  1 
held  up  as  a  model  by  Washington.  But  th 
White  House,  which  is  suspicious  of  almo 
any  kind  of  business  success,  won't  do  i 
They're  missing  a  unique  opportunity. 


RESTAURANTS-GO,  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  Wilkinson's  Seafood  Cafe — 1573  York  Ave.,  near 
83rd  St.  (Tel:  535-5454).  Comfortable,  noisy,  popular 
neighborhood  restaurant.  Red  snapper,  excellent.  Pan- 
roasted  lobster  with  tequila  orange  sauce  and  corn  pob- 
lano,  spectacular. 

«. Chefs  Cuisiniers  Club— 36  East  22nd  St.  (Tel: 
228-4399).  Varied  menu;  semi-bargain.  Sandwich  of 
wood-grilled  chicken,  fresh,  tender,  moist,  well  seasoned. 

•  Col  Legno— 231  East  9th  St.  (Tel:  777-4650). 
Re-creates  the  food  and  spirit  of  a  neighborhood 
trattoria  in  Rome.  The  polenta  with  mushroom  sauce 
deserves  special  note.  Beef  stew  with  sage  and  polenta, 


brook  trout  grilled  over  an  open  fire,  and  baby  chickc 
grilled  over  rosemarv,  all  delicious. 

Jewel  of  India— 15  West  44th  St.  (Tel:  869-5544 
Setting  decidedly  frayed,  food  mostly  unremarkable. 

•  Gascogne — 158  Eighth  Ave.,  near  18th  St.  (Tc 
675-6564).  Food  is  provincial  style — very  un-nouvell 
but  very  tasty.  Great  place  to  take  someone  if  you  a 
paving  out  of  your  own  pocket  or  if  your  expense  accoui 
has  been  cut. 

•  Le  Regence — Hotel  Plaza  Athenee,  37  East  64l 
St.  (Tel:  606-4647).  Food  is  worthy  of  all  the  surrounc 
ing  splendor  of  this  luxurious,  small  restaurant.  ■ 
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Liberal. 


Conservative. 


Populist 


tint  it-    ^^fcMu^l  R*|ui"*lcd  fi-jlim-.  in  an  office  primer 

WHAT  ~  -rsssirrsss;  r 

THE 
PEOPLE 

An  office  printer  for  everyone. 


mm* 


The  new  HP  DeskJet  1200C. 

$' 


1,699: 


Finally,  someone  has  brought  high- 
quality  color  and  black  &  white 
printing  to  the  people. 

The  Hewlett-Packard  DeskJet  1200C 
represents  a  new  class  of  DeskJet 
printers,  and  it  will  change  the  way 
you  think  about  printing  in  the  office. 

For  the  clean,  conservative  look,  the 
DeskJet  1200C  prints  shaip  black 
&  white  at  business-printer  speeds 
of  up  to  six  pages  per  minut  e.  At 
the  same  time,  it  gives  you  easy 
access  to  liberal  amounts  of  color. 
You  get  bright,  sharp  color  graphics 
and  type  on  plain  paper. 

Not  only  does  the  DeskJet  1200C 
give  you  great-looking  print  quality, 
but  it's  as  easy  to  use  as  a  LaserJet 
printer.  And  there  are  poweiful 
options  available  for  PostScript* 
printing  and  networking. 

To  find  out  more  about  the  perfect 
printer  for  the  masses,  call 
1-800-552-8500,  Ext.  7:397  for  the 
name  of  the  HP  dealer  nearest  you.t 


DeskJet  Printers 
Make  it  happen. 


which  may  U*  rvuiM.i-rcd  i 


i  iiirisdirnuRs  c  pi<);i  Hewlett  P:k  k.mi  Poinpjtny  PS  \ZM 


HEWLETT 
PACKARD 


So  we  thought  there  had  to  be  other 
young  couples  like  us  with  good  taste  and 
no  money.  We  were  23  years  old  and  we 
really  had  no  understanding  of  retail.  But 
we  were  very  ambitious  and  very  hungry. 

The  name  Crate  &  Barrel  just  kind  of 
evolved.  When  we  first  started,  we  had  no 
money  for  fixtures,  so  we  simply  turned 


philosophy.  Nowadays,  things  have  to  be 
accessible.  We  want  people  to  pick  them 
up  and  touch  them.  We  want  people  to  see 
something  and  say  to  themselves,  'I  love 
this.  Wow,  I  can  buy  this.' 

I  certainly  think  that  seeing  a  sign  on  a 
store  window  welcoming  the  American 
Express"  Card  makes  you  feel  comfortable. 


WHEN  WE  GOT  MARRIED,  EVERYTHING  WE 
LOVED  WAS  TOO  EXPENSIVE,  AND  EVERYTHING 
WE  COULD  A  EE  ODD  WAS  TOO  UGLY. 


over  the  packing  crates  and  barrels.  Then 
we  stacked  up  the  dinnerware  and  glass- 
ware, and  said,  'That'll  tell  a  story  that  you 
can't  tell  any  other  way.' 

It's  not  exciting  to  sell  beautiful  things 
people  can't  afford.  But  if  they  can  afford 
them  they  get  excited,  because  they  can 
own  them.  So  that's  our  merchandising 


You're  not  worrying  about  whether  or  not 
you  can  pay  for  something.  And  that  can 
only  be  good  for  business. 

American  Express  reminds  you  it  takes 
a  lot  of  shopping  to  make  a  house  a  home. 
Gordon  would  like  to  remind  you  they're 
open  tonight. 

Gordon  Segal 
Co-Founder,  Crate  &  Barrel 


Other  Comments 


Ghost  Town  Hall 

In  Gri  i  \  Lam.,  Pa.,  pop.  442,  both 
parries  forgot  to  nominate  anyone  for 
mayor,  tow  n  council  or  tax  collector. 
Nobody  is  running  for  anything. 
Look  for  an  economic  miracle  in 
Green  Lane,  Pa. 
-National  Review 

Emperor  Has  No  Clothes 

Judged  strictly  on  his  own  terms, 
Ronald  Reagan  was  a  great  president. 
He  said  he  would  reduce  regulation; 
he  did.  He  said  he  would  cut  taxes; 
he  did.  11c  said  he  would  spend  the 
Soviet  Union  into  submission;  he 
did.  He  was  a  successful  president 
because  he  knew  who  he  was  and 
what  he  believed  in. 

Mr.  (  linton  cannot  belie\  e  in  all  the 
things  his  myriad  groups  of  supporters 
think  he  believes  in,  or  at  least  he 
cannot  if  he  is  to  rescue  his  presidency. 
He  has  to  choose,  publicly,  between 
the  many  "Clintons"  on  display. 

Will  Mr.  Clinton  explain  that  some 
short  term  localised  pain  is  worth  the 
long-term  prize  of  a  new  economic 
openness  toward  Mexico?  Will  he  re- 
member how  often  he  spoke  last  year 
about  w  elfare  reform?  Will  he  support 
the  Federal  Reserve  if  it  becomes  nec- 
essary to  douse  t he  e m  bers  of  i  n fl ation  ? 

If  ("linton  answers  such  questions 
with  a  Yes,  he  w  ill  disappoint  many  to 


whom  he  talked  last  year.  He  talked 
too  much.  Now  he  must  govern;  and 
to  govern  is  to  choose. 

—The  Economist 


For  a  man  not  to  achieve  the 
things  he  has  an  opportunity  to 
do  is  such  a  waste  of  life.  Not  for 
selfishness,  but  for  what  you  can 
do  for  others. 

-Jake  Simmons  Jr.,  Oklahoma  oil 
baron,  in  Staking  a  Claim, 
by  Jonathan  Greenberg 

Wiener  Republic 

German  immigrant  Charles  Feltman 
drove  a  pie  wagon  up  and  down  the 
beach  at  Coney  Island  and  got  a  good 
business  going.  But  his  customers 
[also]  wanted  hot  sandwiches.  One 
day  in  1867  Feltman  asked  a  wheel- 
wright named  Donovan  if  [he  could] 
put  a  burner  in  the  wagon.  Feltman 
could  then  keep  warm  sausages  and 
fork  one  onto  a  roll  whenever  a  cus- 
tomer called  for  a  hot  sandwich.  Don- 
ovan cobbled  [a  burner]  together,  and 
the  two  ate  the  world's  first  hot  dogs. 

The  delicacy  was  popular  enough  to 
build  an  enormous  restaurant  on  Co- 
ney. By  the  turn  of  the  century,  Felt- 
man had  1,200  waiters  working  for 
him  [and]  kept  seven  grills  busy  turn 


ing  out  hot  dogs  for  1 0  cents  each. 

At  one  of  the  grills,  a  young  m 
named  Nathan  Handwerker  spent 
season  slicing  rolls.  He  saved  S3f 
and  in  1916  leased  a  corner  of  a  buil 
ing  on  Surf  Avenue,  where  he  sold  h 
dogs  for  a  nickel.  In  time,  Feltmai 
enterprise  withered  away,  but  even  < 
the  coldest,  wettest  winter  day,  N 
than's  continues  to  pack  them  in. 
—Richard  F.  Snow,  New  York  Tim 

Capitalist  Tools? 

Economics  teachers  preparing 
pursue  M.B.A.  degrees  at  the  Nation 
Economics  University  in  Hanoi  a 
playing  Monopoly  to  learn  principl 
of  market  economics  espoused  I 
Vietnam's  communist  government] 
-Richard  L.  Holman, 
Wall  Street  Journal 

Count  to  Three 

The  White  House  harbors  varioi 
staff  members  who  have  yet  to  absoi 
the  most  elementary  principles  go 
erning  their  discourse  as  agents  ar 
representatives  of  the  president.  Oi 
of  the  things  you  lose  when  you  g 
high  office — or  when  you  work  ar 
speak  for  one  who  serves — is  the  fre 
dom  to  kid  around  with  abandon. 

There  are  witty  opportunities  th 
need  to  be  forgone  and  argumen 
that  need  to  be  ceded  if  the  associa 
ed  cost  of  winning  them  is  high  ar 
the  victory  is  not,  in  any  event,  essei 
rial.  Those  doing  it  don't  realize  tl 
reach  and  weight  of  their  words.  E 
erything  a  president  says  and  ever 
thing  those  around  him  say  matte! 
It  makes  things  happen.  It  can  c 
needless  harm.  It  can  ruin.  I'm  n< 
saying  that  they  should  all  count  1 
ten  before  they  speak  even'  time,  bt 
it  wouldn't  hurt  to  count  to  three. 
-Meg  Greenfield,  Newsweek 

Word  from  the  Wise 

One  of  the  most  important  lessoi 
even'  journalist  needs  to  know  abot 
the  craft  of  newspaper  reporting;  t 
wit,  that  only  a  fool  expects  the  at 
thorities  to  tell  him  what  the  news  i 
-Russell  Baker,  The  Good  Times  I 
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How  are  you  going  to  conduct  business  now? 

j:aling  back  was  difficult.  But  now  the  challenge 
'  to  create  a  new  working  arrangement  and  get  the 
,ost  out  of  your  remaining  players. 

And  that's  where  our  proprietary  knowledge 
nse  of  global  Best  Practices  can  help. 

In  our  trained  hands,  it  lets  us  compare  your 
)erating  practices  to  the  best  in  the  business 
orld — within  your  own  industry,  and  across 
e  board. 

So  we  can  gain  insight  into  which  practices 
'uld  create  a  new  working  harmony.  And 
ing  you  more  creative  ways  to  help  re-engineer 
i)ur  operations. 

It's  designed  to  be  the  most  thought-provok- 
ig  resource  of  its  kind.  Driven  by  an  advanced 

<93  Arthur  Andersen  &  Co.  AM  rights  reserved 


application  of  CD-ROM  technology.  Updated 
throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge  base 
or  receive  a  free  brochure,  call  1-800-445-5556, 
today  And  find  out  how  you  can  out- 
perform the  competition — on  paper 
and  in  practice. 

Best  Practices. 
Putting  insight  into  practice! 


Arthur 
Andersen 


Arthur  Andersen  &  Co,  SC 


To  start  building  a  car,  or  J  anything  else  today,  you  need  more 
than  designs  and  determination.  You  need  a  freight  transportation 
partner  you  can  rely  on.  One  with  proven  ability  to  deliver  the  right 
product  at  the  right  time.  A  partner  like  CF  MotorFreight. 

We  pride  ourselves  on  being  an  integral  part  of  your  business,  in 
industries  ranging  from  automobiles  to  aerospace,  computers 
to  retailing.  That  means  playing  a  vital  role  in  Just- In-Time 
manufacturing,  inventory  management  and  distribution.  It 
means  dedicating  ourselves  to  increasingly  sophisticated 
levels  of  communication,  and  providing  the  flexibility  to 
make  your  business  more  competitive.  But  above  all,  it  means 
truly  understanding  and  responding  to  your  needs. 

As  a  Consolidated  Freightways  Company,  we  satisfy  customers 
by  offering  the  most  complete  range  of  customer  focused  services  in 
the  industry  All  supported  by  unmatched  shipping  management  sy  stems, 
by  CF  EXCEL,  our  quality  process,  and  by  a  team  of  professionals  devoted 
to  serving  both  your  business  and  that  of  your  customers. 

Let  us  give  your  company  a  head  start.  Because  at  CF  MotorFreight, 
we  don't  just  help  build  products.  We  help  build  businesses  and 
keep  them  growing. 


COflSOLIDflTED  FREIGHTWPIYS,  IDC. 


WE  PUT  YOU  MILES  AHEAD 


The 
Company 


CF  MotorFreight,  a  CF  Company.  Our  intermediate  and  long-haul  L71  motor  carrier. 


M B  BUY  THE  BEST  PARTS 

in  tLe  world, 


ELECTRICAL  COMPONENTS 

Minnesota ,  Wisconsin,  California, 
Michigan,  Indiana,  Tennessee 


PROPORTIONING  VALVES 

Michigan 


DOOR  PANEL  SUBSTRATES 

New  Jersey 


CATALYTIC  CONVERTERS 

California 


FUEL  PUMPS 

South  Carolina 


ENGINE  EXHAUST  &  INTAKE 
VALVES 

South  Carolina 


ENGINE 
COMPONENTS 

Kentucky, 
Indiana 


ENGINE 
MOUNTS 

Ohio 


'  STARTERS 

Tennessee , 

/ 


INTAKE  MANIFOLDS 

Missouri 


STEERING  COLUMNS 

Vermont 


AUDIO  SYSTEMS 

Indiana 


MOLDED  PLASTICS 

Arkansas,  Florida,  Kentucky 

Ohio,  Michigan ,  Indiana, 
Illinois,  Missouri,  Tennessee 


WIPER  SYSTEMS  /  AIRBAGS 

New  Yorlt    /  Mississippi 


SEATING 
Kentuck y 


ARMRESTS 

Kentuck y 


HEADLAMPS  8 
SIGNAL  LAMPS 

Illinois 


BEARINGS 

South  Carolina, 
Iowa 

RUBBER  HOSES 

Texas,  Ohio, 
Missouri 


CYLINDER  HEADS 

Missouri 


GLASS 

Ohio,  Kentuck/ 


WEATHER  STRIPPING 

New  Hampshire 

PAINTS 

_Ohio,  Indiana, 
Michigan 


/A 

tmtmamaM 

AIRBAG  , 

\  / 

\\\ 

\      COMPONENTS  / 
Utah  I 

\  WHEELS 
\  Kentucky 

\    DRIVE  SHAFTS  \ 

\  North  Carolina  \ 

FRONT  AXLE  HUBS 

Illinois  j 

CARPETS 

North  Carolina, 

ALTERNATORS 

Tennessee 


REAR  AXLE 
SHAFTS 

Illinois 


BRAKE  COMPONENTS 

Indiana ,  Kentuck  y 


Maine 


EXHAUST 
SYSTEMS 
Indiana 

COIL  SPRINGS 

Kentucky 

OCK  ABSORBERS 

Ohio 


POWER  STEERING  PUMPS 

Tennessee 


FORGED  CRANKSHAFTS 

Kentuck y 


STEEL 

Illinois,  Indiana, 
Ohio,  Kentuck  y 


TIRES 

Oklahoma ,  Tennessee, 
Alabama,  North  Carolina, 
Ohio,  Kentucky ,  Virginia 


LOWER  SUSPENSION  ARMS 

Michigan 


no  matter 

WHICH  STATE  THEY'RE  FROM. 

EVERY  Canary  manufactured  at  our  $2  billion  Georgetown,  Kentucky  plant  is  made  with 
U.S.  parts  purchased  from  174  of  our  over  390  American  suppliers.  At  Toyota  we're 
committed  ;<.•  investing  in  the  economies  where  we  do  business.  That's  why,  since  1988, 
we've  increased  our  purchasing  of  U.S.  made  parts  by  357%  to  over  $4  billion 
per  year.  E  S  TIN  G   IN   THE    THINGS    WE  ALL    CARE  ABOUT.  TOYOTA 


for  in  f or  ma  t  ion  o  n 


in  America  write  Toyota  Motor  Corporate  Services,   9  West  57th  Street,  Suite  4900,  New  York,  NY  10019. 


Commentary 

in  events  at  home  and  abroad 


ly  Caspar  W.  Weinberger,  Chairman 


THE  LATEST  MILITARY  POLICY  FOLLIES 


[ere  are  three  items  that  demonstrate  the  risks  we  run 
hen  people  who  neither  understand  nor  like  the  military 
ave  power  over  it. 
Consider  first  the  recent  testimony  from  the  General 
ccounting  Office.  The  GAO  is  an  arm  of  Congress  that 
btually  used  to  audit  the  accounts  of  government  agen- 
!es.  It  is  now  a  huge  organization  of  over  5,000  federal 
uployees  commissioned  bv  various  congressional  com- 
littees  to  make  "studies."  These  studies  are  frequently 
^signed  to  support  some  thesis  or  issue  against  which 
wnmittee  members  desire  to  inveigh  prior  to  or  during 
1  upcoming  campaign. 

:  In  June  the  GAO  issued  an  unclassified  summary  of 
tese  reports  by  one  of  their  evaluators;  it  gave  rise  to  a 
tew  York  Times  story  stating  that  the  reports  "describe 
^representations  by  military  officers  to  preserve  weap- 
ons programs  that  the  investigators  concluded  the  nation 
id  not  need."  The  misrepresentations,  says  the  GAO, 
pliberately  misled  Congress  regarding  Soviet  military 
rength  and  the  costs  and  capabilities  of  the  modern 
rategic  weapons  the  U.S.  acquired  in  the  1980s. 
The  testimony  itself  begins  with  what  is  most  politely 
illed  a  whopper:  "We  found  that  no  Department  of 
efense  evaluation  had  examined  U.S.  strategic  forces  in 
Us  comprehensive  way  for  at  least  three  decades."  This 
)mpletely  overlooks  the  detailed  studies  accompanying 
le  October  1981  presentation  of  the  Reagan  Adminis- 
jation's  strategic  modernization  program,  as  well  as  all 
|e  presentations  of  budgets  detailing  requests  for  ap- 
opriations,  costs,  needs  and  effectiveness  of  these  sys- 
ms:  the  BIB  bombers,  B-2s,  MX  missiles,  cruise  mis- 
es,  etc.  The  fact  is  that  Congress  will  not  appropriate  a 
ckel  if  the  most  minute  evaluations  and  justifications 
e  not  presented. 

The  GAO  summary  is  founded  basically  on  hindsight 
id  on  standard  revisionist  history,  this  time  written  by  the 
AO.  We  are  now  being  told  that  Soviet  air  defenses  in  the 
>80s  were  really  not  strong  and  that  we  did  not  need 
ther  the  B-1B  or  the  B-2  with  its  stealth  radar-evading 
pabilities.  Furthermore,  we  are  now  being  told  in  1993 
at  the  breakup  of  the  Soviet  Union  "suggests  that"  even 
;  weak  air  defenses  are  likely  to  degrade  further.  Pertain- 
g  to  the  sea  leg  of  the  triad,  the  GAO  thinks  the  Soviets 
•uld  never  have  improved  their  ability  to  detect  subs, 
bncerning  the  land  leg  of  the  triad,  the  GAO  says  we 


were  wrong  to  assume  that  Soviet  missiles  were  powerful 
or  accurate.  In  short,  according  to  these  "experts,"  we 
should  not  have  used  the  so-called  worst-case  analysis 
because  we  could  never  have  really  known  how  bad  or 
good  the  Soviet-missiles  were,  "short  of  nuclear  conflict." 

There  is  a  total  failure  by  the  GAO  to  consider  how  the 
situation  appeared  to  American  military  planners,  who  in 
1981  were  charged  with  the  safety  of  the  country.  If  our 
defense  budgets  from  1981  on  had  not  been  based  on 
that  time's  best  intelligence  estimates  of  maximum  Soviet 
strengths,  it  is  very  likely  that  by  1987  the  Soviets  would 
not  have  concluded  they  could  never  defeat  us  in  war.  It  is 
also  very  unlikely  that  we  would  have  won  the  Cold  War. 

The  Defense  Department  did  not  mislead  Congress.  The 
GAO  counts  the  costs  of  everything  it  estimates  the 
weapons  systems  will  need  for  30  years.  The  Department, 
however,  asks  Congress  to  appropriate  only  the  actual  costs 
of  procurement.  After  all,  when  buying  an  auto,  does  one 
add  in  the  costs  of  oil  changes,  gas  and  new  parts  required 
over  the  life  of  the  car?  The  testimony  given  to  Congress 
contains  no  evidence  of  fraud  or  attempts  to  mislead. 

Displaying  the  fervent  antimilitary  bias  apparently  re- 
quired of  New  York  Times  editorial  writers,  the  paper  on 
July  2  presented  an  editorial  assuming  the  GAO's  hind- 
sight and  other  stated  errors  to  be  correct.  The  Times  did 
not  consider  that  GAO  assessments  might  be  wrong  and 
that  the  situation  as  it  appeared  in  1981  did  indeed  call 
for  the  strategic  modernization  that  was,  to  some  extent, 
responsible  for  our  winning  the  Cold  War. 

Shortsighted  Savings 

The  House  of  Representatives  last  June  voted  to  kill 
the  Selective  Service  System,  thereby  "saving"  $20  mil- 
lion but  losing  for  us  the  benefits  of  registering  men  as 
they  become  18,  which  saves  at  least  45  days  of  vital 
mobilization  time  if  the  world  suddenly  turns  out  to  have 
a  threat  or  two  left. 

Wasted  Effort 

President  Clinton,  in  continued  pursuit  of  trying  to 
please  everybody,  adopted  the  necessary  base  closing 
recommendations  but  lost  most  of  the  ultimate  savings 
from  those  closings  by  offering  affected  communities  a 
"free"  $5  billion — for  starters.  It  would  have  been  simpler 
and  less  expensive  just  to  leave  the  bases  open.  MKH 
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Ar  Schwab,  , 
These  Well-Known  Mutual  Fund! 
Have  3  Things  In  Common. 


INVESCO 


TWENTIETH 

CENTUK5L 
T  1 


UNITED 

SERVICES 
1  1 


NO  FEES. 


3. 


THE  SAME 
PHONE  NUMBER. 


.Mutual/^  Fund 


1-800-2  NO-LOAD 

 !_/  


Thanks  to  Charles  Schwab, 
now  you  can  buy  no-load  mutual 
funds  from  more  well-known 
fund  companies  than  ever  before. 
All  with  a  single  phone  call.  In 
fact,  today  you  can  choose  from 
200  no-load  mutual  funds  with 
proven  track  records. 

And,  you  can  pick  from  this 
wide  variety  of  leading  funds 


without  paying  any  loads,  trans- 
action fees  or  commissions. 

What's  more,  with  Schwab, 
you  can  take  advantage  of  our 
convenient,  24-hour  access  to 
mutual  fund  specialists.  Plus,  no 
matter  how  many  different  funds 
you  own,  you'll  receive  a  single, 
easy-to-understand  statement. 

To  find  out  more  about  how 


to  buy  mutual  funds  at  Charles 
Schwab,  stop  by  your  local  office 
or  call  the  only  number  you  now 
need  to  know: 

1-800-2  NO-LOAD  ext.  508. 


Charles  Schwab 

Helping  Investors  Help  Themselves1 


We  will  provide  you  with  a  free  prospectus  for  any  fund  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing. 

Available  funds  may  change  Fee*  nuv  be  reinstated,  and  other  restrictions  apply.  Schwab  reserves  the  nght  to  change  the  funds  available  with  no  transaction  fees  (NTF)  and  reinstate  the  fees  on  any 
kinds.  Shares  purchased  without  such  fees  may  always  be  sold  without  transaction  fees.  If  you  make  5  or  more  short-term  redemptions  of  NTF  funds  in  a  12-month  penod,  you  will  be  charged  fees 
on  your  future  mutual  fund  trades  A  short-term  redemption  refers  to  the  sale  of  mutual  fund  shares  held  for  6  months  or  less.  Charles  Schwab  &  Co.,  Inc.  ©  1993  Member  S1PC/NYSE 


WHAT'S  AHEAD  FOR  BUSIHESS 

EDITED  BY  HOWARD  BANKS 

Oil  is  a  bargain  and  likely  to  get  more  so 


Expect  the  recent  downward  pressure  on  oil 
prices  to  continue,  at  least  for  the  next  few 
months.  Two  forces  are  disturbing  the  oil 
market.  One:  There  is  less  certainty  now  than  a 
few  months  ago  that  economic  growth  among 
the  industrial  countries  is  about  to  recover, 
which  would  boost  demand  for  oil.  And  two: 
Iraq  is  itching  to  start  exporting  oil  again. 

The  recent  talks  between  Iraq  and  the  Unit- 
ed Nations  that  would  allow  Iraq  to  export 
crude  worth  $1.6  billion  (supposedly  to  be 
used  to  pay  for  medical  supplies  and  food)  have 
been  suspended.  The  reason:  Saddam's  refusal 
to  allow  U.N.  inspections  of  two  missile  sites. 
But  one  day  Iraq  will  resume  exporting  oil. 

Just  500,000  barrels  a  day  of  Iraqi  crude — 


Will  Saudi  Arabia  do  Iraq  any  favors? 


or  well  under  1%  of  world  demand  of  67.5 
million  bbl./day — is  involved  in  the  U.N. 
talks.  But  some  London-based  oil  analysts  say 
oil  prices  (recently  around  $19  a  barrel  for 
Brent  crude  and  $18  for  West  Texas  intermedi- 
ate) could  tumble  to  maybe  $15  a  barrel  if  Iraq 
can  persuade  the  U.N.  to  allow  it  to  export 
this  oil. 

The  reason  is  that  oil  prices  are  highly  sensi- 
tive to  relatively  small  changes  in  supply-de- 
mand balances.  The  demand  side  isn't  chang- 
ing much.  Demand  by  the  industrial  countries 
(about  60%  of  the  total)  is  barely  growing  at 
all.  It  is  only  in  such  regions  as  Latin  America 
(8%  of  world  demand),  Asia  (16%)  and  China 
(4%)  that  oil  demand  is  up. 


5 


The  important  question  is  what  would  fol- 
low Iraq's  being  allowed  to  export  even  so  mod- 
est a  quantity  of  oil.  The  answer  lies  in  the 
hands  of  Saudi  Arabia. 

Following  opec's  suspension  of  production 
quotas  in  August  1990,  in  the  runup  to  Desert 
Storm,  the  Saudis  picked  up  at  least  two-thirds 
of  the  production  that  was  shut  down  in  Kuwait 
and  Iraq.  Since  then  the  Saudis  have  trimmed 
their  production  as  Kuwait's  output  has  recov- 
ered to  over  1.6  million  barrels  a  day,  or  close 
to  pre-Gulf  war  levels.  Iran  has  been  the  other 
OPEC  producer  gaining  significant  market 
share;  it  has  not  cut  back. 

Would  the  Saudis  further  trim  their  produc- 
tion even  though  that  means  helping  Saddam? 
The  general  expectation  is  that  the  Saudis 
probably  will  try  to  act  as  swing  producer  to  try 
to  balance  supply  and  demand. 

What  has  happened  to  the  global  oil  market 
has  made  it  easier  for  Saudi  Arabia  to  smooth  the 
effects  of  the  Gulf  war.  Of  major  help  has  been 
the  reduction  in  Russian  crude  oil  production  to 
7.9  million  bbl./day  in  1992,  down  from  a 
peak  of  1 1 .2  million  bbl./day  in  1988.  Its  out- 
put will  likely  decline  to  not  much  more  than 
7.1  million  bbl./day  this  year. 


But  other  global  changes  suggest  that  it  will 
be  less  easy  for  the  Saudis  to  continue  to  keep 
demand  and  supply  in  balance  at  current 
prices.  There  are,  for  instance,  limits  to  how  far 
they  can  afford  to  lose  revenues. 

opec's  share  of  world  oil  output  has  been 
rising  again — it  hit  40%  in  1992,  up  from 
around  30%  in  the  early  1980s.  At  some  point 
Iraq  will  be  permitted  to  restart  the  3  million 
bbl./day  capacity  that  is  still  shut  down.  Add 
in  planned  output  increases  by  other  OPEC  mem- 
bers, says  the  U.N.  1993  World  Economic 
Survey,  and  opec's  output  could  increase  to  32 
million  bbl./day,  up  from  24.4  million 
bbl./day  last  year.  (This  would  give  the  cartel  a 
50%  share  of  then  expected  world  output.) 

Eventually,  with  the  help  of  Western  oil 
industry  technology,  Russian  oil  output  could 
add  2  million  bbl./day  or  more  in  output. 
Such  former  Soviet  republics  as  Azerbaijan  and 
Kazakhstan  are  doing  deals  with  Western  oil 
companies  to  bring  on  new  fields.  Such  non- 
OPEC  producers  as  Norway  are  increasing  out- 
put. A  notable  exception  to  the  trend  toward 
higher  oil  production  is  the  U.S.,  where  out- 
put continues  to  slide;  imports  seem  headed  to  a 
50%  share  of  U.S.  consumption. 


Oil  is  already  cheaper  than  in  1973 


The  implications  for  inflation  of  this 
growing  crude  supply  are  good,  despite  opec's 
greater  market  share.  Even  if  the  OPEC  cartel 
attempts  to  impose  production  quotas  and  set 
minimum  prices,  history  suggests  such  mem- 
ber countries  as  Nigeria,  Iran,  Iraq  and  even 
Kuwait  will  break  their  deals  and  overproduce. 
This  will  add  yet  more  to  oil  production,  further 
depressing  prices,  which  in  turn  feed  through 


to  lower  inflation  (and,  one  hopes,  higher 
growth  )  in  the  rest  of  the  world  economy. 

It  is  worth  noting  that,  adjusting  for  infla- 
tion, today's  oil  prices  are  lower  than  in  1973, 
just  before  OPEC  applied  its  first  embargo.  An 
oil  price  of  $15  in  current  dollars  would,  in  real 
terms,  be  barely  80%  of  oil's  1973  cost.  In 
other  words,  imported  oil  is  a  bargain,  and  likely 
to  become  more  so.  n 
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BY  ROBERT  ROSENSTEIN 


Current           237. 8t 
Previous  237.7 
Percent  change  0.1% 

The  Forbes  Index  (1967=100) 
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While  Bill  Clinton  garnered  good  press  in  Tokyo,  t 
Conference  Board's  consumer  confidence  index  for  Ju 
fell  to  an  eight-month  low.  Another  discouraging  ec 
nomic  sign:  The  latest  figures  on  new  orders  for  dura! 
goods  declined  1 .7%  in  May,  the  third  monthly  drop.  Ai 
wages  and  salaries  rose  a  modest  1 .5%  (after  adjusting  1 
inflation)  during  the  12  months  through  May. 

But  there  are  bright  spots.  The  auto  industry,  I 
example.  U.S.  sales  of  domestically  built  automobil 
including  transplants,  rose  6.2%  in  the  first  half  of  199.- 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0* 

Auto  sales  year  to  date  vs  1 992' 

Ward's  Automotive 

6.2' 

Index  of  leading  indicators  May  vs  Apr 

Dept  of  Commerce 

-0.3' 

Trade  balance  1 2  months  ended  Apr  1 993 

Dept  of  Commerce 

-$98 

All-commodity  producer  price  index  June  vs  May1 

Dept  of  Labor 

-0.1 

GOP  1st  quarter  vs  4th — annualized  growth 

Dept  of  Commerce 

0.7' 

M2  (3-month  change) — annualized  growth1 

Federal  Reserve 

2.1* 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  6/30/93. 2  Wholesale  goods. 3  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  <unds. 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Services    •   Total  index 


Inventories    •   New  orders 


160 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


270 


210 


(lllllllllll 

Manufacturers'  new  orders  and  inventories 

($bilhons),  seasonally  adjusted  (Dept  of  Commerce) 


ill 


109 


125 


107 


105 


\  ii  lii  i  i 


Industrial  production  index  (1987=100) 
lly  adjusted  (federal  Reserve) 


475 


425 


375 


325 


New  unemployment  claims  average  for  month 
(thousands),  seasonally  adiusted  (Dept  of  Labor) 


5C 


111 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


175 


145 


]]]] 


Retail  sales  (Sbiiiions), 

seasonally  adjusted  (Dept  of  Commerce) 


3100 


3000 


2900 


2800 


Personal  income  (Sbiiiions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


758 


748 


738 


728 


1-rm 


,ll 


Consumer  installment  credit  (Sbiiiions)  total, 
seasonally  adjusted  (Federal  Reserve) 


AMJJASONDJFMAM 


AMJ   J   ASONDJ  FMAM 


A  M  J    JASONDJ  FMAM 
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DATA  GENERAL 

ISOPENNG 
A  LOT  OF  EYES 
WITH  THE  BEST 
OPEN  SYSTEMS 

SERVER 
IN  THE  WORLD! 

Th©  AVllON  Q500-  AViiON  -The  complete  open  enterprise  solution: 

1 1  11  7,*ww  Flexibility-Choose  the  size  server  you  require  today. 

4r\r  V\ar4rsm\rtnr*&  mnrta  Scalability-As  your  needs  expand,  the  AViiON  9500  grows 

IV/I  yJXZt  I VI I  i  IUI  IUI!U,5?,  to  1600  MIPS  of  power 

Oh  availflhllitv  Hntn  int^nritv  Hi9h  Availability  &  Data  Integrity  &  Storage  Management- 
y1 1  Ufl«WJBI|i  UUIU  IlllVyiliy,    The  combination  of  AViiON  servers, 


storage  management  CLARiiON rstora9e  products 


It's  simply  the  best 
open  systems  server 
in  the  world! 


and  the  DG/uX"  operating  system  is  unmatched, 
sirwi  Price/Performance-AViiON  is  a  recognized  industry  leader, 

ana  pi  ICe/pei  fOrmunCe.    AViiON-lmpeccable  credentials: 

A  $1  Billion  customer  base  in  less  than  four  years. 
Voted  #1  for  Customer  Satisfaction  in  Computerworld's 
"CW  Guide  to  Servers:* 
AViiON-The  world's  best  server! 
From  a  company  that  understands  your  enterprise 
computing  needs.  Call  1-800- DATA  GEN 


Data  General 

Where  the  World 
is  going! 


AViiON  is  a  registered  trademark  and  CLARnON  and  DG/UX 
are  trademarks  of  Data  General  Corporation.  ©  Data  General  Corporation  1993  "March  22.  1993 


Phil  Knight's  response  to  the  slowdown  of  revenue 
and  profits  gains  at  Nike  is  typical:  Step  up 
the  pressure  and  pile  on  the  new  products. 


Be  ferocious" 


By  Fleming  Meeks 


Nike  Chairman  Philip  Knight 

Can  he  win  over  the  skeptics  on  Wall  Street? 


Philip  Knight  showed  up  for  a  Sat- 
urday breakfast  interview  with  a 
FORBES  reporter  wearing  jeans,  an 
unironed  shirt  and  mirrored  sunglass- 
es. "I  still  get  a  thrill  when  I  see  our 
products  performing  at  the  highest 
level  in  the  world,"  the  billionaire 
founder  of  Nike,  Inc.  said. 

A  former  miler  on  the  renowned 


University  of  Oregon  track  team,  Phil 
Knight,  55,  is  as  competitive  and  go- 
go  toward  his  stock  as  he  is  toward  his 
products.  "It's  also  a  big  thrill  when 
Wall  Street  is  skeptical, "  he  adds, 
"and  you  come  back  and  say,  'We 
were  right.'  That  happened  in  '87, 
'88  and  '89,  when  we  were  written  off 
and  came  back." 


Knight  seems  hopeful  that  his  stc 
will  come  back  in  1993,  as  it  did  at 
those  earlier  debacles.  From  the  hi 
80s  in  February,  Nike  has  plung 
into  the  mid-50s.  Some  big  marl 
players,  including  Essex  Investm« 
Management's  Joseph  McNay 
story,  p.  42),  expect  the  shares  to  i 
further. 

What's  the  problem?  For  fis 
1993,  which  ended  May  31,  Nik 
sales  were  up  15%  and  earnings  ji 
11% — a  weak  performance  for  a  or 
time  hot  stock.  Knight  promises  oi 
"single-digit"  gains  in  fiscal  1994. 

But  Knight  says  this  slowdown 
just  part  of  the  cost  of  building  for  t 
future.  Part  of  Nike's  secret  is  wha 
calls  a  "futures"  program,  in  which 
U.S.  retailers  must  place  their  sneal 
orders  six  months  in  advance.  T 
enables  Nike  to  give  production  ( 
ders  to  its  contract  manufacturers 
Asia,  knowing  80%  of  the  goods  ; 
presold,  thus  avoiding  big  invent* 
risks.  The  forward-selling  program 
just  now  being  introduced  in  Euro] 
at  a  time  when  recession  there  d 
courages  retailers  from  committing 
future  inventory.  Knight  says  Euroj: 
an  sales — which  produced  25%  of  J 
ke's  $3.9  billion  in  revenues  1 
year — will  be  flat  in  fiscal  1994.  L 
year  foreign  sales  grew  24%. 

"We're  willing  to  live  with  lov 
orders  while  we  get  this  [futun 
program  in  place,"  says  Knight.  "It 
make  1994  a  difficult  year  for  us,  b 
we  think  it  will  put  us  in  a  position 
generate  growth  again  in  1995." 
the  meantime,  he  adds,  Nike's  Asi 
sales,  which  more  than  doubled 
SI 78  million  last  year,  should  pick 
some  of  the  slack. 

Maybe,  but  how  many  pairs 
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ncakers  does  the  world  need? 

Knight's  response  is  that  the  Nike 
lystique  can  be  used  to  sell  other 
inds  of  goods.  Just  two  years  ago  the 
ompany  focused  its  attention  on  out- 
oor  footwear — everything  from  san 
als  to  hiking  boots.  Last  year  the 
utdoor  line  took  in  $123  million, 
alight  predicts  that  over  the  next  few 
cars  the  outdoor  line  will  rival  the 
ompany's  largest  line,  basketball, 
'hich  brought  in  around  $600  mil- 
on  last  year. 
Nike's  apparel  lines,  $700  million 
orldwide  last  year,  are  another  possi- 
ility.  This  fall  Nike  will  provide  uni- 
orms — everything  from  pants  and 
trseys  to  warm-up  jackets  and  prac- 
ice  gear — for  ten  top-ranked  college 
potball  and  basketball  teams,  includ- 
lgthe  University  of  Miami  and  Duke 
University.  Nike  will  take  the  same 
roducts  to  market  soon  after. 
Nike  is  also  moving  into  profession- 
sports  licensing.  This  business, 
[Mich  involves  paying  sports  teams  for 
he  use  of  their  names  and  logos, 
bpped  $10  billion  last  year.  "So  if  we 
ct  our  fair  30%  market  share,"  says 
blight,  not  altogether  facetiously, 
it's  going  to  be  a  lot  of  business." 
|>ver  the  next  few  years  Knight  expects 
he  sports  licensing  business  to  shake 
pwn  from  25  or  so  small  players  to  3 
jr  4  leaders.  Helping  consolidation 
|:ong,  in  January  Nike  paid  $78  mil- 
:m  for  Sports  Specialties  Corp.,  the 
irgest  (1992  revenues,  $63  million) 
narketer  and  distributor  of  licensed 
;sadwear — basically  caps.  "They  have 
pntacts  with  all  the  leagues  on  a 
bense  basis,"  says  Knight.  "We 
lought  it  was  a  good  fit  that  way." 
|i  But,  as  the  skeptics  well  know,  all 
aese  things  had  better  work  for  Nike, 
tven  at  today's  depressed  price,  the 
pmpany  has  a  market  capitalization 
excess  of  $4  billion,  as  against  assets 
$1.6  billion.  It  will  take  superhu- 
an  efforts  and  a  lot  of  luck  for  Nike 
>  continue  the  20%-plus  annual  re- 
im  on  equity  that  has  supported  its 
bck  for  so  long. 

Knight,  a  fierce  competitor,  says  he 
■oks  forward  to  the  challenge.  Grin- 
ng  from  behind  his  sunglasses,  he 
calls  what  he  learned  from  his  old 
niversity  of  Oregon  track  coach 
nd  Nike  cofounder)  William 
owerman:  "Play  by  the  rules,  but  be 
rocious."  ■■ 


Compared  with  the  frenzy  of  the  late  1980s, 

the  mergers  and  acquisitions  business  is  still  quiet, 

but  at  least  it's  stirring  again. 


The  deal 
business 
wakes  up 


By  Matthew  Schifrin 

The  mergers  and  acquisitions 
business  is  coming  back.  According  to 
Securities  Data  Co.,  second -quarter 
domestic  merger  and  acquisition  an- 
nouncements were  up  28% 
over  the  1992  period,  to 
nearly  $50  billion.  Among 
the  biggest  recent  deals: 
British  Telecom's  $4.3  bil- 
lion purchase  of  a  20%  in- 
terest in  MCI,  Galen  Health 
Care's  $4.2  billion  merger 
with  Columbia  Hospital 
Corp.,  US  West's  $4.3  bil- 
lion investment  in  Time 
Warner  and  the  New  York 
Times  Co.'s  $1 . 1  billion  ac- 
quisition of  Boston's  Affili- 
ated Publications  Inc. 

So  far,  this  merger  mini- 
boom  has  little  in  common  with  the 
full-blooded  boom  of  the  1980s.  For 
one  thing,  most  of  the  deals  are 
friendly — strategic  alliances.  The  hos- 
tile financial  takeover  types  like  Saul 
Steinberg,  Harold  Simmons  and  Bid- 
'em-up  Bruce  Wasserstein  have  yet  to 
reappear.  Wasserstein  Perella,  which 
in  a  way  epitomized  the  1980s  take- 
over mania,  failed  to  rank  among  the 
top  ten  M&A  advisers  in  the  first  half 
of  1993. 

Another  difference:  Instead  of  junk 
bonds,  the  currency  of  choice  is  stock, 
because  stock  is  the  way  these  deals 
make  most  sense,  lor  the  first  time  in 
more  than  15  years,  the  Standard  & 
Poor's  500  is  selling  at  a  price/earn- 
ings multiple  that  is  higher  than  the 


P/E  at  which  the  average  deal  is  con- 
summated. 1  listorically,  mergers  haw- 
been  priced  at  a  40%  premium  to  the 
S&P  500. 


That's  why  nearly  40%  of  the  $50 
billion  in  deals  done  in  the  second 
quarter  were  via  stock  swaps. 

Wall  Street  is  eagerly  gearing  up  to 
take  advantage  of  the  increase  in 
merger  business.  The  firm  to  catch  is 
Goldman,  Sachs,  which  accounted 
for  $18  billion,  or  23%,  of  the  first 
half's  deals.  Running  fast,  Merrill 
Lynch  has  hired  away  22  investment 
bankers  from  First  Boston,  includ- 
ing merger  chief  Michael  Koeneke. 
In  early  July,  Smith  Barney  hired 
away  Morgan  Stanley's  former  presi- 
dent, Robert  Greenhill;  Greenhill 
has  already  enticed  6  investment 
bankers  away  from  Morgan  Stanley. 
The  merger  departments  of  Lehman 
Brothers,  First  Boston  and  Salomon 
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Mergers  and  acquisitions 


How  does  hedge  funder  Joe  McNay  feel  about  gold 
and  the  current  stock  market?  Like  a  kid  in  a 
candy  store.  "It's  my  kind  of  market,"  he  says. 

The  long  and 
the  short  of  it 


Brothers  are  also  hiring. 

There's  even  some  sap  starting  to 
rise  within  the  arbitrage  business,  ba- 
sically moribund  since  1990.  The  few 
arbs  still  at  work  feasted  on  Damon 
Corp.  after  National  Health  Labora- 
tories bid  $16  a  share  for  the  compa- 
ny— and  again  when  Corning  Inc. 
took  Damon  out  at  $23  a  share.  The 
arbs  also  coined  money  during  the 
bidding  war  that  preceded  the  $600 
million  takeover  of  Lifetime  Corp.  by 
Olsten  in  May. 

In  the  1980s  money  poured  into 
arbitrage.  But  after  the  drubbing  they 
took  in  arbitrage  in  the  late  1980s, 
major  firms  like  Merrill  Lynch,  Smith 
Barney,  PaineWebber  and  Kidder, 
Peabody  shut  down  their  risk  arbi- 
trage departments,  and  capital  left  the 
business.  But  with  volume  rising 
again,  arbs  such  as  Guy  Wyser-Pratte 
of  Wyser-Pratte  &  Co.  report  that 
profits  are  way  up  and  that  institution 
al  money  has  begun  to  flow  back  into 
the  business. 

"The  domestic  mergers  and  acqui- 
sitions business  will  improve,  because 
corporations  are  very  voguish,"  says 
Wyser-Pratte.  "Once  one  company 
starts  doing  a  type  of  deal,  every  one 
gets  the  bright  idea,  and  it  becomes 
part  of  the  corporate  stratagem." 

For  now  most  of  the  financial  buy- 
ers— buyout  firms  like  Forstmann 
Little,  Blackstone  Group,  Zell/Chil- 
mark,  Kohlberg  Kravis  Roberts  and 
Hicks,  Muse — are  at  a  disadvantage 
compared  with  publicly  traded  com- 
panies, because  they  don't  have  any 
high-priced,  publicly  traded  stock  to 
use  in  takeovers.  Moreover,  most  of 
the  smaller  companies  that  financial 
buyers  would  go  after  are  now  selling 
out  to  public  investors. 

But  don't  count  the  financial  buy- 
ers out.  Most  of  them  are  now  trolling 
for  deals  and  will  no  doubt  benefit 
from  the  corporate  divestitures  and 
spinoffs  that  typically  follow  strategic 
alliances.  Several  financial  buyers  have 
also  been  out  raising  money  from 
pension  funds.  Interest  rates  have  fall- 
en, and  the  buyout  pools  can  borrow 
money  at  fairly  attractive  rates. 

"The  biggest  kick  to  m&a  would 
occur  if  there  was  a  market  correction," 
says  Jeffrey  Sechrest,  head  of  mergers  at 
Lehman  Brothers.  "That  would  make 
the  financial  buyers  more  competitive 
[uity  buyers."  s 


By  Robert  Lenzner 

Although  little  known  outside 
the  world  of  hedge  funds,  Joseph 
McNay  holds  one  of  the  hottest  hands 
in  that  business.  With  his  usual  good 
timing,  McNay  was  one  of  a  handful 
of  sharp  money  runners  who  made  a 
killing  out  of  the  big  rise  this  year  in 
the  price  of  gold.  But  McNay  isn't 
cashing  in  yet.  He  thinks  gold  has  a 
long  way  to  go. 

McNay  bought  into  gold  a  year 
ago.  After  studying  the  technical 
charts,  he  intuitively  felt  that  the  price 
of  gold  was  bottoming  at  around 
$320  an  ounce.  But  intuition  wasn't 
enough  to  make  him  move.  He 
moved  into  gold  only  after  learning 
that  several  major  mining  companies 
had  sold  their  production  of  gold 
forward,  in  effect  taking  a  lot  of  future 
supply  off  the  market. 

For  McNay  a  lot  of  things  now 
added  up.  He  believed  selling  by  Rus- 
sia and  European  central  banks  was 
over  for  the  time  being.  On  the  plus 
side,  too,  was  accumulation  of  the 
precious  metal  by  newly  rich  Chinese, 
trying  to  protect  themselves  against 
inflation.  Finally,  short-term  interest 
rates  were  only  3%,  making  gold 
cheap  to  hold. 

These  factors,  McNay  believes,  still 
operate.  He  continues  to  hold  big 
gold  positions  in  the  $1  billion  worth 
of  hedge  funds  he  runs  for  his  Essex 
Investment  Management  Co.,  Inc. 
His  stocks  include  Newmont  Mining, 
Placer  Dome,  Homestake  Mining 
and  American  Barrick  Resources.  Says 
McNay:  "Though  we  are  near  the  end 
of  phase  one  in  the  rise  of  gold  stocks, 
there  will  be  a  longer-term  play.  The 
price  of  gold  will  rise  to  $500  an 
ounce,  and  these  stocks  should  go  up 


50%  to   100%  over  the  next 
months." 

Joe  McNay  is  a  bouncy  59-year-< 
Boston  investment  manager  with 
extraordinary  investment  record,  i 
investor  who  placed  $100,000  wi 
Essex  and  left  it  there  and  paid  all  t 
taxes  on  the  realized  gains  since 
start  15  years  ago  would  have  abc 
$3  million  today.  And  that's  afi 
cutting  Essex  in  for  15%  of  the  gaii 
So  far  this  year  Essex  is  up  over  12 
while  the  Standard  &  Poor's  51 
average  has  gained  about  3%.  In  ad< 
tion  to  his  $1  billion  in  hedge  fu: 
money,  McNay  runs  another  $1 
billion  in  pension  money. 

But  to  stay  the  course  with  McN; 
an  investor  needs  a  strong  stomac 
His  performance  is  maddeninglv  u 
even.  After  making  71%  in  1989',  4! 
in  1990  and  47%  in  1991,  Essex  w 
up  under  9.5%  in  1992  becai 
McNay  took  a  cautious  stance  on  t 
stock  market  and  stayed  away  fini 
the  currency  plays  that  made  bilk© 
for  people  like  George  Soros.  He  al 
did  poorly  in  1988,  sitting  out  t 
takeover  plays — not  his  style. 

For  these  slow  years  McNay  mal 
few  apologies.  He  knows  he  is  good 
one  thing  and  he  doesn't  want  to  pi 
other  people's  games.  He's  a  sto 
picker.  Listen  to  McNay:  "I'm  n 
George  Soros.  I'm  not  ready  to  ma 
big  bets  on  currencies.  I'm  happy 
just  play  with  my  toys." 

At  the  moment  the  several  hed 
funds  managed  by  Essex  Mana| 
ment  hold  $800  million  worth  of  1 
stock  toys  and  are  short  about  $51 
million.  That  balance — $300  millii 
net  long — shows  how  he  feels  abo 
the  stock  market.  The  bull  may 
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png  in  the  tooth  and  the  economy 
juggish,  but  he  sees  no  crash  coming, 
^ys  McNay,  "So  we  want  to  target 
ocks  that  can  grow  when  the  econo- 
my doesn't  grow.  There  may  be  a 
pw,  grinding  bear  market,  but  we 
jon't  repeat  1987  because  everyone 
*  prepared. 

ii  "It's  a  marvelous  environment  for 
~dge  funds  because  it's  a  two-way 
larket.  The  movement  within  mar- 
:t  sectors  has  been  tremendous, 
jpme  stocks  make  new  highs  and 
phers  make  new  lows.  The  split  per- 
|mality  of  the  market  gives  us  more 
hportunities  to  be  long  and  short." 
On  balance  the  Essex  hedge  funds 
e   long   the  telecommunications 
"oup,  natural  gas  stocks,  reinsurance 
mipanies,  foreign  banks  and  golds, 
hile  running  big  short  positions  in 
'and- name  consumer  stocks,  per- 
mal  computer  manufacturers,  gam- 
ing casinos  and  major  retail  chains. 
McNay  especially  likes  telecom- 
ainications.  On  the  international 
de:  "Third  World  nations  aren't  go- 
g  to  put  up  telephone  poles  like  we 
d.  They're  going  to  use  the  new 
chnologies,  like  wireless  transmis- 
bn."  At  home:  "The  explosion  in 


multimedia  means  boom  time  for 
companies  that  will  operate  and  trans- 
mit information."  On  the  hardware 
end,  McNay  likes  Motorola,  L.M. 
Ericsson,  General  Instruments  and 
McCaw.  MCI,  tci  and  Time  Warner 
he  likens  to  cable  television  franchises 
that  are  hooked  up  to  an  extended 
consumer  base. 

Just  as  McNay  likes  gold  because  he 
thinks  demand  will  continue  to  out- 
strip new  supply,  he  favors  natural  gas 
for  similar  reasons.  "I  see  the  price 
trending  upward  from  $2  to  $2.50 
per  million  cubic  feet  because  we 
haven't  even  gotten  near  to  the  season 
of  peak  use,  and  there  is  a  very  thin 
margin  of  supply  over  demand." 

McNay  is  long  gatherers  and  pro- 
ducers of  natural  gas  like  Associated 
Natural  Gas,  Tejas  Gas,  Seagull  En- 
ergy, Enron  Oil  &  Gas  and  explora- 
tion companies  like  Apache,  Noble 
Affiliates  and  Parker  &  Parsley  Pe- 
troleum. As  prices  rise,  drilling  will 
increase.  McNay  is  long  oil  service 
stocks  like  Western  Co.  of  North 
America,  BJ  Services  and  Weather- 
ford  International. 

Abroad,  McNay  expects  slow  re- 
covery in  Europe,  with  falling  interest 


rates — a  virtual  replay  of  the  recent 
U.S.  experience.  He's  placing  his  bets 
through  long  positions  in  German 
and  Swiss  banks,  specifically 
Dresdner,  Commerzbank,  Deutsche 
Bank  and  Credit  Suisse.  "A  sudden 
rally  in  these  banks  on  July  7  is  the 
start  of  a  major  trend,"  says  McNay. 

Bearish  investors  will  be  especially 
interested  in  McNay's  ideas  on  the 
short  side.  These  essentially  are  stocks 
that  shone  during  most  of  the  1980s 
and  early  1990s:  Philip  Morris,  Wal- 
Mart,  Nike.  "These  companies  did 
well  because  they  could  raise  their 
prices  faster  than  costs  and  the  rate  of 
inflation.  Those  days  are  gone.  I  see 
the  growth  in  the  economy  shifting 
away  from  the  consumer  and  health 
areas  to  the  industrial  side."  But  he's 
long  Perrigo,  the  creator  of  private- 
brand  products  eating  away  the  big 
brands'  market  share. 

In  personal  computers,  McNay  re- 
mains short  Dell,  Apple,  Compaq  and 
Structural  Dynamics  in  spite  of  the 
severe  beating  these  stocks  have  al- 
ready taken.  He  thinks  they  have  fur- 
ther to  tall.  Gaming  stocks  "are  a 
mispriced  area,  too,  because  overex- 
pansion  is  diluting  profitability  and 
too  many  companies  are  going  public. 
When  I  saw  Resorts  International  ral- 
ly the  other  day,  I  thought  to  myself, 
that's  the  end,"  says  McNay.  Essex  is 
short  several  riverboat  companies  like 
President  Riverboat,  Casino  America 
and  Grand  Casinos. 

And  health  care?  McNay  made 
money  shorting  biotech  stocks  last 
year;  he  is  no  longer  short  them.  "The 
health  care  group  is  in  the  process  of 
bottoming,  as  the  industry  restruc- 
tures itself  without  the  government. 
They  are  cutting  costs  and  increasing 
market  share  through  consolidation." 

McNay  has  experimented  recently 
with  derivatives,  buying  interest-onlv 
strip  mortgages  to  get  the  play  on 
lower  interest  rates.  But  on  a  relatively 
small  scale.  "I  want  to  learn  to  crawl 
before  I  try  to  walk  and  to  learn  to 
walk  before  I  try  to  run,"  he  says. 
Anyhow,  with  so  many  promising 
shorts  and  longs  around  in  the  stock 
market,  why  not  just  continue  to  play 
with  his  familiar  toys?  So  McNay  re- 
cently started  a  series  of  small  hedge 
funds  that  will  each  concentrate  on 
picking  the  winners  and  losers  within 
a  single  industry.  ■ 
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Once  you've  decided  to  buy  term  life  insurance  instead  of  whole  life, 
your  decisions  aren't  over.  The  prices  and  features  of  term  policies 
vary  all  over  the  lot.  Here  are  some  guidelines. 

Coming  to  terms 
with  term 


By  Carolyn  T.  Geer 

Term  life  insurance  is  the  simplest 
form  of  life.  It  pays  off  only  if'  the 
insured  dies. 

But  all  term  insurance  isn't  the 
same.  The  premiums  van'  wildly.  Pick 
the  wrong  policy  and  you  can  end  up 
spending  thousands  of  dollars  more 
than  necessary.  Robert  Bland,  presi- 
dent of  Quotesmith,  an  insurance 
price  comparison  service  in  Palatine, 
111.,  ranked  more  than  250  term  poli- 
cies for  Forbes. 

He  priced  policies  based  on  total 
cost  over  5,  10  and  20  years.  How 
much  would  a  45-year-old  nonsmok- 
ing man  pay  for  a  $1  million  policy 
over  ten  years?  Anywhere  from 
$16,200  to  $94, 100,  based  on  cur- 
rently advertised  premiums. 

"Most  people  do  not  believe  the 
spread  in  term  rates,"  says  Bland.  "I 


mean,  they  arc  shocked.'''' 

To  avoid  shock,  first  try  to  deter- 
mine how  long  you'll  need  the  cover- 
age. For  example,  some  primary 
household  earners  drop  their  cover- 
age after  the  kids  are  educated  and  the 
mortgage  paid  down. 

This  step  is  important  because  a 
policy  that  looks  like  a  great  buy  over 
five  years  might  be  a  lousy  buy  over 
ten  years.  For  instance,  Perm  Mutual 
Life's  annual  renewable  term  policy 
had  the  second-lowest  five-year  cost 
in  Bland's  rankings  for  a  35-year-old 
female  smoker  buying  $1  million  of 
coverage.  But  during  the  next  five 
years  the  premiums  skyrocketed.  Re- 
sult: After  ten  years  this  policy 
dropped  like  a  stone  to  number  224  in 
the  rankings. 

After  you've  found  policies  with 


low  rates  over  an  appropriate  period 
find  out  if  those  rates  are  locked  in 
and  for  how  long.  Term  policies  typi 
cally  have  two  sets  of  rates — "cur 
rent,"  which  is  the  rate  the  carrie 
charges  today,  and  "guaranteed,' 
which  is  the  maximum  rate  it  ca 
charge  you  on  renewal.  Obviously 
you  would  like  to  find  a  policy  thai 
guarantees  the  same  rates  for  th 
longest  possible  period. 

Go  back  to  our  nonsmoking  45 
year-old  man  buying  $1  million  a 
coverage.  Of  the  five  insurers  with  th 
best  current  rates  over  five  years,  onljl 
one,  Old  Republic  Life,  locks  in  it 
rates  for  the  entire  five-year  period 
The  other  carriers  reserve  the  right  t« 
slap  you  with  higher  rates  after  th) 
first  year. 

Even  companies  that  sell  low-loat 


35-year-old  female  smoker 

Company/policy   Total  cost  

5  years  10 years 


45-year-old  male  nonsmoker 

Company/policy  — : — Total  cost  

5  years         10  years 


Prudential/7 -year  level 

$5,150 

$12,310 

Old  Republic  Life/annual  renewable 

$7,560 

$25,860 

Jackson  National  Life/annual  renewable 

6,125 

16,020 

N  American  Co  for  Life  &  Health/5-year  level 

7,900 

24,950 

Crown  Life/b  year  level 

6,175 

13,450 

West  Coast  Life/annual  renewable 

7,960 

29,290 

American  Republic/10-year  level 

6,750 

13,500 

Federal  Kemper  Life/5-year  level 

8050 

20.100 

Federal  Kemper  Life/annual  renewable 

6,800 

18,050 

Chubb  Sovereign  Life/5-year  level 

8,450 

21,700 

Investors  Life  of  Nebraska/10-year  level 

6,800 

13,600 

Midland  Mutual  Life/10-year  level 

8,475 

16.950 

Life  of  Virginia/graded  premium  whole  life 

6,900 

16.900 

William  Penn  Life/5-year  level 

8,525 

20,800 

First  Colony  Life/annual  renewable 

6,910 

21,920 

Northwestern  National  Life/5-year  level 

8.650 

21,450 

Lincoln  Benefit  Life/7-year  level 

6,925 

16,250 

Investors  Life  of  Nebraska/1 0-year  level 

8.650 

17,300 

Security-Connecticut  Life/10-year  level 

7,200 

14.400 

First  Colony  Life/5-year  level 

8,700 

21.950 

These  tables  show  $1  million  term  policies  ranked  by  lowest  five-year  cost.  Premiums  are  guaranteed  for  at  least  five  years  and 
include  selling  commissions.  Policies  are  sold  through  agents  and  brokers.  All  companies  are  rated  A-  or  above  by  A.M.  Best. 
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Who  says  all  supermarkets  are  alike?  Vons  climbed 
to  the  top  of  one  of  the  nation's  most  competitive 
supermarket  regions  by  fine-tuning  inventories 
to  individual  neighborhoods. 

"Focus  on 
the  customer" 


[products  without  commissioned 
salesmen  can  offer  significantly  differ- 
jent  rates.  For  example,  many  insurers 
let  you  convert  your  term  policy  to  a 
cash  value  contract  without  undergo- 
ing a  new  medical  exam,  and  for  the 
fsame  rate  a  new  cash  value  policyhold- 
er would  get.  In  effect,  you're  buying 
an  option  on  a  cash  value  policy;  for 
some  people  this  can  be  a  valuable 
option. 

Under  such  a  policy,  older  policy- 
holders whose  health  has  deteriorated 
and  who  exercise  the  option  will  pay 
less  than  they  actuarially  should  upon 
conversion.  But  the  insurer  must 
make  up  the  costs  somewhere.  John 
Alden  Life  Insurance  Co.  spreads  that 
cost  among  all  its  term  policyholders, 
adjusting  everyone's  rate  upward 
Even  though  not  everyone  will  con- 
cert. In  contrast,  Life  Insurance  Co. 
of  the  Southwest  adds  this  so-called 
conversion  cost  into  its  cash  value 
rates,  keeping  its  term  rates  low. 

Thus  a  45 -year-old  nonsmoking 
male  would  pay  $1,740  a  year  for  ten 
/ears  for  a  $  1  million  term  policy  from 
\Iden,  but  only  $1 ,560  a  year  for  the 
same  size  policy  from  Southwest,  ac- 
cording to  Keith  Maurer  of  Tampa, 
Fla. -based  Fee  For  Service,  which 
markets  low-load  policies. 
I  So  before  you  buy,  ask  yourself  this 
buestion:  Do  I  want  or  need  that 
Conversion  privilege? 

After  the  tenth  year  both  Alden  and 
(Southwest  allow  you  to  requalify  for 
cheap  term  rates  by  taking  another 
physical — "reentering"  in  insurance- 
peak.  Those  who  pass  the  exam 
vould  pay  a  new  annual  rate  of 
!3,990  for  the  Alden  policy  and 
>3,490  for  the  Southwest  policy  over 
he  next  ten  years.  But  note  this:  For 
hose  who  fail  their  physicals,  Alden's 
(fates  beat  Southwest'' s — again  be- 
cause Alden's  policyholders  who  do 
>ass  their  physicals  subsidize  some  of 
the  cost  for  those  who  do  not.  • 

How    important    are  financial 
trength  ratings  for  term  insurance 
liarriers?  Somewhat  important,  but 
mot  as  important  as  they  are  for  cash 
ii'alue  insurance.  Remember,  term  in- 
urance  has  no  savings  component; 
ou  can  walk  away  whenever  you 
I  rant.  Whole  life  and  other  cash  value 
:  >olicies  can  tie  up  your  money  with 
:ancelation     penalties     for  many 
ears.  Hi 


By  Toddi  Gutner 

During  a  rainy-day  break  at  a  Palm 
Springs  industry  conference  last  win- 
ter, a  group  of  a  dozen  food  mer- 
chants did  what  5  million  southern 
Californians  do  every  week:  They 
went  shopping  at  Vons. 

The  merchants,  including  Vons' 
competitors,  were  eager  to  see  how 
Vons  does  it.  This  $5.6  billion  (reve- 
nues) 349-store  supermarket  chain  is 
one  of  the  wonders  of  the  industry. 
Operating  in  the  depressed  and  highly 
competitive  southern  California  mar- 
ket, it  has  had  some  of  the  industry's 
highest  growth  rates  over  the  last  five 
years.  The  Vons  Cos.'  1.5%  net  mar- 
gins (1992)  and  sales  per  square  foot 
of  $700  easily  top  archrivals  Lucky 
Stores  and  Ralphs. 

Its  success  stems  from  a  smart  man- 
agement decision  made  in  the  mid- 
1980s.  Vons  was  a  solid  if  unspectacu- 
lar part  of  $4.2  billion  (1992  reve- 
nues) Prospect  Heights,  111. -based 
Household  International.  Roger 
Stangeland,  then  executive  vice  presi- 
dent of  Household  Merchandising, 
saw  a  way  to  differentiate  Vons  from 
its  myriad  competitors. 

Like  Vons  at  the  time,  other  food 
merchants  in  the  region  followed  a 
single-format  strategy — staffing  and 
stocking  their  stores  in  a  uniform 
fashion.  But  California  was  a  diverse 
place,  richer  than  most  in  ethnic  and 
lifestyle  differences  and  more  willing 
to  try  new  things.  Why  not,  Stange- 
land asked,  tailor  each  store  to  the 
taste  and  makeup  of  its  immediate 
neighborhood?  That  such  a  strategy 
went  counter  to  the  prevailing  wis- 
dom in  the  business  was  precisely 


what  appealed  to  Stangeland.  "There 
were  people  who  thought  we  had  lost 
our  minds,  but  we  didn't  have  time 
for  doomsayers,"  he  says.  "We  were 
confident  of  our  plan." 

Organizing  what  at  the  time  was 
the  nation's  largest  leveraged  retail 
buyout,  Stangeland  led  a  $750  mil- 
lion lbo  of  Household's  $5  billion 
(sales)  merchandising  unit,  then 
quickly  sold  off  the  nongrocery  seg- 
ments, using  the  proceeds  to  reduce 
debt  incurred  in  the  LBO. 

Then,  in  1987,  Stangeland  merged 
Vons  with  Detroit- based  Allied  Su- 
permarkets, sold  off  all  the  Detroit 
units  and  acquired  172  southern  Cali- 
fornia Safeway  stores  in  1988  for 
$388  million. 

Hiring  supermarket  veteran  Den- 
nis Eck  from  American  Stores  in 
1990,  Stangeland  went  to  work.  "As- 
sault the  customer  with  product," 
says  Eck.  The  average  Vons  now  car- 
ries 45,000  products,  up  from  25,000 
in  1988.  Not  coincidentally,  it  is  now 
southern  California's  largest  florist. 

Not  all  stores  carry  all  products  or 
in  the  same  proportions.  Vons  uses  its 
own  neighborhood  and  in-store  sur- 
veys, computer- generated  sales  and 
inventory  data  and  demographic 
studies  of  the  area.  It  then  creates 
tailored  store  formats  to  sell  a  custom 
array  of  products  in  each  neighbor- 
hood. More  sushi  and  smoked  stuffed 
sausages  in  posher  areas.  Endless 
kinds  of  chili  and  fresh  tortillas  in 
Hispanic  neighborhoods.  And  so  on. 
No  other  competitor  comes  close  to 
this  amount  of  fine-tuning. 

Vons  is  cloning  the  popular  con- 


;orbes  ■  August  2,  1993 


45 


Vons  Cos. 


Chairman 
Roger  Stangeland 
(left)  and  President 
Dennis  Eck 
Together, 
they've  made 
Vons  one  of 
the  wonders 
of  the 

supermarket 
industry. 


cept  of  warehouse  stores  like  Price 
Club  and  Sam's  Club.  Recently 
opened:  three  70,000-square-foot 
Expo  stores  in  Fontana,  Colton  and 
Victorville.  Each  includes  an  expand- 
ed produce  department  and  a  section 
that  offers  large  packages  of  discount 
ed  household  products  stacked  up  on 
wooden  pallets.  A  string  of  four  new 
Super  Combo  stores  opening  this 
year  will  offer  a  full-service  bank,  a 
party  store  with  catering  facilities,  a 
dry  cleaner,  a  one-hour  photo  store, 
an  expanded  grocery  section  and  a 
pharmacy. 

Why  all  the  different  formats?  "We 
can  get  a  tighter  market  penetration 
with  three  or  four  formats  than  we 
could  with  one,"  says  Stangeland. 
"You  need  to  be  able  to  attract  cus- 
tomers who  have  preferences  that  are 
different  from  those  that  can  be  satis- 
fied at  a  regular  Vons.'" 


Stangeland  has  spent  heavily  on 
technology,  too.  Vons  is  slowly  roll- 
ing out  a  $125,000  electronic  system 
in  each  store  that  can  change  prices  on 
the  shelf  and  at  the  checkout  terminal 
with  a  few  strokes  on  a  computer 
keyboard.  It's  something  no  other 
major  supermarket  chain  has.  Not 
insignificant  when  you  consider  Vons 
changes  between  2,000  and  3,000 
prices  a  week  in  each  store. 

Other  gizmos  at  each  checkout 
counter  automatically  authorize 
checks  of  frequent  customers,  so  they 
don't  have  to  run  around  trying  to 
find  the  store  manager.  Shoppers  who 
use  the  machines  get  personally  tai- 
lored direct  mail  promotions  from 
Vons,  since  the  units  keep  track  of 
individual  buying  habits. 

The  Vons  strategy  can't  work  mir- 
acles. Its  first-quarter  same-store  sales 
ended  Mar.  28  were  down  8%  from 


the  year  earlier — a  decline  in  line  with, 
the  declines  shown  by  competitors  ir 
California's  depressed  economy.  A 
further  worry  involves  the  Jack  In  The 
Box  food  poisoning  scare  earlier  thi< 
year.  Vons  processed  meat  for  the 
fist-food  chain,  whose  parent  is  now 
suing  Vons  and  at  least  ten  othei 
vendors.  Stangeland  says  outside  in 
vestigators  haven't  turned  up  any  evi- 
dence that  Vons  contaminated  the 
meat.  Besides,  he  says,  Vons  has  am- 
ple reserv  es  to  cover  any  legal  costs. 

Despite  all  these  problems,  nel 
margins  continue  to  improve 
PaineWebber's  Gary  M.  Giblen  esti- 
mates that  they  are  up  to  1 .4%  for  the 
first  half  of  this  year,  compared  with 
1 .25%  for  the  same  period  last  year. 

Dennis  Eck  sums  up  the  philoso- 
phy that's  obviously  worked  so  far: 
"Keep  the  focus  on  the  customer  and 
you  can  never  go  wrong."  ■* 
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The  distribution  of  Securities  having  been  completed,  this  announcement  appears  as  a  matter  of  record  only. 

$2,660,000,000 

YPF  Sociedad  Anonima 


July  !,  1993 


140,000,000  Shares 


Joint  Global  Coordinators 

GS  First  Boston  Group  Merrill  Lynch  &  Co. 

Banco  General  de  Negocios  S.A. 
acted  as  advisor  to  the  Joint  Global  Coordinators. 

These  securities  were  offered  in  Argentina,  the  United  States  and  internationally. 


United  States  Offering 

65,000,000  American  Depositary  Shares 

each  representing  one  Class  D  Share 


The  First  Boston  Corporation 
Goldman,  Sachs  &  Co. 
Bear,  Stearns  &  Co.  Inc. 


Merrill  Lynch  &  Co. 

Salomon  Brothers  Inc 
J. P.  Morgan  Securities  Inc. 


PaineWebber  Incorporated 


BT  Securities  Corporation  Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette  A.G.  Edwards  &  Sons,  Inc. 

ScCffiUM  Corporation 

Howard,  Weil,Labouisse,  Friedrichs       Kidder^  Peabody  &  Co.       Lazard  Freres  &  Co.       Lehman  Brothers       Morgan  Stanley  &  Co.       Oppenheimer  &  Co.,  Inc. 


Prudential  Securities  Incorporated 


Smith  Barney^  Harris^Upham  &  Co 


Dean  Witter  Reynolds  Inc. 


International  Offering 

35,000,000  American  Depositary  Shares 

each  representing  one  Class  D  Share  were  offered  outside  Argentina  and  the  United  States 


Credit  Suisse  First  Boston  Limited 


Cazenove  &  Co. 
Nomura  International 


Deutsche  Bank 

Aktiengrsellschaft 

Paribas  Capital  Markets 


Merrill  Lynch  International  Limited 
Baring  Brothers  &  Co.,  Limited 
Kleinwort  Benson  Limited 

ABN  AMRO  Bank  N.V.  Banco  Santander  de  Negocios  Banque  Indosuez  Barclays  de  Zoete  Wedd  Limited  James  Capel  &  Co. 

Credit  Lyonnais  Securities         Dresdner  Bank  N  M  Rothschild  &  Sons  Limited  Swiss  Bank  Corporation         UBS  Limited        S.G.Warburg  Securities 

AkiienKeseiisehBi,  Smith  New  Court  Securities  Limited 

Yamaichi  International  (Europe)  Limited  Argentaria  Bolsa  S.V.B.  BHF-BANK  BNP  Capital  Markets  Limited  Daiwa  Europe  Limited 

ING  Bank         Jardine  Fleming         Latlnvest  Securities  Limited         Mediobanca-Banca  di  Credito  Finanziario  S.p.A.         J.  Henry  Schroder  Wagg&  Co.  Limited 


5,000,000  American  Depositary  Shares 

each  representing  one  Class  D  Share  were  offered  elsewhere  in  North  and  South  America 


Merrill  Lynch  International  Limited 
Citibank  International  pic 

RBC  Dominion  Securities  Inc. 


Credit  Suisse  First  Boston  Limited 


Santander  Investment  Bank  Limited 


ScotiaMcLeod  Inc. 


Wood  Gundy  Inc. 


Banco  Aleman  Paraguayo  Banco  Comercial  Banco  de  Investimentos  Garantia  S.A.  Banco  Itau  S.A.  Banco  Pactual  S.A. 

Credit  Lyonnais  Securities  (USA)  Inc.  Filanbanco  Inverlat  International,  Inc.  Larrain  Vial  S.A.  Serfin  Securities,  Inc. 


Banco  Rio  de  la  Plata  S.A. 


Banco  Roberts  S.A. 

Banco  General  de  Negocios  S.A. 


Argentine  Offering 

35,000,000  Class  D  Shares 


Banco  de  Valores  S.A. 


Banco  Frances  del  Rio  de  la  Plata  S.A. 
Banco  Mercantil  S.A. 


Banco  de  Galicia  y  Buenos  Aires  S.A. 


Banco  Quilmes  S.A. 


Banco  de  Credito  Argentino  S.A. 

Banco  del  Sud  S.A. 


8:00  Home  Over  breakfast,  you  check  your  calendar  on  your  PowerBook  Duo.  The 
day  looks  like  it'll  be  a  breeze.  You'll  put  a  few  finishing  touches  on  the  Q2  forecast 
presentation  that's  due  in  a  few  days,  return  some  culls  and  hare  a  free  afternoon. 


9: 1 5  Your  Office  You  slide  your  PowerBook  Duo  into  the  Duo  Dock  and  start  wo 
Suddenly,  e-mail  chimes.  Your  boss  wants  you  on  the  noon  shuttle  to  Boston,  to  pr» 
the  Q2  forecast  to  his  boss.  Also,  a  client  wants  to  see  you  ASAP  You  hit  the  eject  b\ 


2:50  Borrowed  Office  .-1  colleague  is  at  lunch,  so  you  borrow  his  Duo  Dock.  You 
log  onto  e  mail  buck  at  the  home  office  and  learn  your  group  has  just  won  a  new 
account.  You  put  this  news  into  your  presentation  (and  change  a  few  colors,  too). 


3:30  Conference  Room  You  clip  on  the  Duo  MiniDock  and  run  the  presentation 
your  PowerBook  Duo.  Everyone's  impressed—  especially  the  guy  who  asks  a  ser. 
questions  about  a  six  month-old  project.  You've  got  your files,  so  you've  got  the  am 


No  other  computer  could 


For  years,  you've  been  trying  to  keep  up  with  computers 
Now  there's  a  computer  that  can 
actually  keep  up  with  you:  the 
Apple'  PowerBook  Duo™  System. 

It's  nothing  less  than  the  most 
flexible,  adaptable  and  personal 
computer  in  the  world. 

On  the  road,  it's  a  slim,  sleek 
and  powerful  notebook  computer. 


PowerBook  Duo  210 

PowerBook  Duo  230 

Weight 

4.2  pounds 

4.2  pounds 

Memory 

4MB  exp.  to  24MB 

4MB  exp.  to  24MB 

Storage 

80MB 

80MB  or  120MB 

Display 

9-inch  backlit 

9-inch  backlit 

Battery 

Up  to  4.5  hours 

Up  to  4.5  hours 

Speed 

25  MHz  68030 

33  MHz  68030 

In  the  office,  when  plugged  into  a  Duo  Dock,  it  instantly  becoi 
a  fully  expandable,  no-compromise  deski 
computer  that  lets  you  work  with  a  full-si 
keyboard  and  up  to  a  l6-inch  color  moni 
But  what  really  sets  the  PowerBook  C 
System  apart  from  conventional  docking 
systems  is  a  bit  of  engineering  genius  cal 
PowerLatch™  technology.  A  combination  c 
elegant  hardware  and  intelligent  software 


©!<J9i  Apple  Computer.  Inc  All  rif>bt$  resrrrai  Afipk,  the  \*>plc  hgo.  Macintosh  and  The  pouvr  to  he  your  best '"are  regutend tradenurks.  of  Apple  Computer,  inc  Pou-erBook,  PouvrHook  Duo  ami Pouvrbitcb  are  trademarks  oj Apple Computer,  tnc  Persuasion  is  a  registered trademark  of ' Aldus  Corpm 


10  Your  Client's  Office  That  $5  million  project  the  client  told  vou  was  off  last 
■k?It's  on  again.  And  due  in  two  weeks.  You  type  up  job  orders,  which  you  II fax 
lfiwIbuwBook  what  ym  get  to  Ihtfoti.  Now,  Imwetvr,  you  Ixue to  get to  the  airport. 


12:40  Noon  Shuttle  All  the  files  and  software  you  use  at  your  desktop  are  with  you. 
You  pull  up  the  Q2  presentation  and  make  the  ret  'isions  to  reflect  the  ueu  •  assignment. 
Then  you  write  a  memo  to  your  team,  to  make  sure  that  everything's  on  schedule. 


)  Your  Office  On  the  way  home,  you  swing  by  the  office  to  tie  up  a  few  hose  ends, 
f  see  your  boss.  He  heard  the  meeting  went  well,  and  wants  you  to  fly  out  and 
KM  to  the  people  in  London.  Tbmorrou  \  You  send  out  a  memo  to  update)  our  staff. 


8:30  Living  Room  Since  you're  got  all  your  files  and  software  right  there  with  you. 
you  could  study  the  new  research  data  or  finish  up  those  performance  renews.  But 
hey  \  enough  is  enough.  You  settle  back  in  )  our  recliner  and  play 1  a  feu  •  rounds  of'lelm. 


ou  through  a  day  like  this. 


ts  you  move  in  and  out  of  the  office  with  tremendous  ease. 

There  are  no  cables  to  fiddle  with  and  no  complicated 
reconfiguring"  procedures.  Just  slip  the  FowerBook  Duo  into 
I  e  Duo  Dock,  and  the  system  automatically  recognizes  all  your 
litworking  resources  and  attached  peripherals. 

Simply  push  a  button,  and  a  motor  gently  releases  the 
DwerBook  Duo.  (It  will  remind  you  to  save  any  unsaved  files, 
j  case  you  forget.)  Now,  wherever  you  go,  your  Hies  go  with  you. 
!>u  can  even  add  an  optional  PowerBook  Express  Modem,  to 

yiijtuurc  iiu  !ctri\  is  n  !r  uhnuirk  «/  llnrg  tin  ihi\  ad  was  i  Tcalttl  iisvifi  Macintosh'  ifciktop  and  \ffle  I'lmrrHttttk'  {H-rstmal  tomplttvrs 


let  you  send  and  receive  documents  while  you're  on  the  road. 

To  experience  the  PowerBook  Duo  System  for  yourself,  call 
800-732-3131,  extension  100,  for  the  name  of  the  authorized 
Apple  reseller  located  nearest  you.  (If  you're  in  Canada,  call 
800-665-2775,  extension  910.)  And  no  matter  how  dramatically 
things  may  change  in  your  life,  at  least  you'll  always  have  the 
one  power  you  can  depend  on.  The  power  to  be  your  best." 

PowerBook  Duo  from  Apple  m 


The  Alternative  Minimum  Tax  likely  to  emerge 
from  Congress  contains  nasty  surprises 
for  some  taxpayers  with  big  capital  gains. 

A  hidden 
surtax 


By  Laura  Saunders 

For  the  first  time  in  150  years,  the 
chairman  of  the  powerful  Senate  Fi- 
nance Committee  is  a  New  Yorker, 
Daniel  Patrick  Moynihan.  That  will 
be  scant  comfort  for  many  New  York- 
ers, however.  For  Senator  Moyni- 
han's  first  big  tax  package  seems  des- 
tined to  hit  some  of  his  own  constitu- 
ents much  harder  than  residents  of 
Texas,  Florida  and  many  other  states. 

The  pain  comes  from  revisions  in 
the  individual  Alternative  Minimum 
Tax  (amt),  likely  to  pass  the  House- 
Senate  conference  now  under  way. 
They  will  make  this  already  fiendishly 
complex  tax  even  worse.  And  they  will 
be  painful  for  many  taxpayers  in  high- 
tax  states  such  as  New  York,  Califor- 
nia, Massachusetts  and  Oregon. 

How?  Wesley  Fitzpatrick,  a  tax  ex- 
pert with  the  accounting  firm  of 
Grant  Thornton,  explains  what's  in 
store.  Take  an  apartment-dwelling 
couple,  each  earning  $60,000,  with 
two  dependents  and  $5,000  of  divi- 
dends and  a  $160,000  capital  gain 
from  the  one-time  sale  of  a  small 
business.  They  also  have  deductions 
for  charitable  contributions  of 
$4,000,  for  investment  interest  ex- 
pense of  $5,000  and,  if  they  live  in 
New  York  City,  for  income  taxes  of 
$31,800.  In  short,  hardly  high  rollers. 

Now  if  this  couple  lives  in  a  state 
like  Texas  or  Washington,  which  has 
no  state  income  tax,  their  federal  tax 
bill  would  be  $74,098,  under  both 
current  law  and  the  new  law. 

But  if  the  couple  lives  in  high-tax 
New  York,  their  total  federal  bill  will 
rise  by  $6,050  under  the  expected 
new  law.  Under  current  law,  they 
would  pay  $65,700,  and  under  the 
new  law  $71,750. 


Senator  Daniel  Patrick  Moynihan 
Bad  news  for  his  constituents. 


What's  more,  the  extra  tax  falls 
entirely  on  the  capital  gain,  because  if 
it's  excluded,  the  New  Yorkers'  tax 
remains  the  same:  $22,102  both  be- 
fore and  after  the  new  law  takes  effect. 
(State  and  city  taxes  are  extra,  of 
course.) 

Why  are  the  taxes  on  the  New 
Yorkers  going  up  so  much,  while 
those  on  the  Texans  aren't?  The  basic 
problem  is  that  the  capital  gain  will 
force  the  couple  to  pay  the  Alternative 
Minimum  Tax.  And  anybody  who 
pays  amt  loses  out  on  important  tax 
breaks,  notably  the  deduction  for 
state  and  local  taxes. 

Why  will  die  capital  gain  push  them 
into  the  amt  next  year,  if  it  doesn't  do 


that  under  current  law?  Because  th» 
new  law  will  narrow  or,  in  many  cases 
eliminate  the  differential  between  tin 
amt  rates  and  the  capital  gains  tai 
rate.  Currently  that  differential  is  4% 
with  the  AMT  at  24%  and  the  capita 
gains  rate  at  28%.  In  the  new  bill 
however,  the  amt  rates  will  rise  to  ) 
maximum  of  28%,  while  capital  gain 
will  stay  the  same.  (This  assumes  Con 
gress  doesn't  adopt  the  Senate's  10/ 
capital  gains  surcharge,  which  evei 
Bill  Clinton  has  called  "ill-advised." 

This  loss  of  deduction  would  b< 
extremely  painful  for  that  New  Yorl 
couple  with  the  one-time  capita 
gain.  Under  current  law  the  deduc 
tion  for  state  taxes  saves  them  $8,39J 
on  the  federal  return,  or  26%  of  thei 
total  state  and  local  taxes.  But  unde 
the  new  law  the  couple  saves  onlj 
$2,348,  or  7%. 

Does  Moynihan  know  how  the  ne\ 
law  would  affect  his  own  constitui 
ents?  New  York  City  tax  expert  Stuar 
Becker  of  Becker  &  Co.  says  he  ha 
tried  to  warn  the  chairman,  but  to  n^j 
avail.  "We've  pointed  it  out,"  say 
Becker,  "but  he  [Moynihan]  didni 
even  answer  the  letter." 

If  the  proposal  becomes  law,  wha 
can  taxpayers  do  to  protect  them 
selves?  Grant  Thornton  tax  exper 
Thomas  Ochsenschlager  suggest 
that  people  who  are  threatened  wit 
losing  their  state  and  local  tax  deduc 
tions  consider  delaying  the  paymen 
of  state  taxes  until  a  year  when  they  d< 
qualify  for  the  deductions  on  the  fed 
eral  return.  "Often,  paying  a  late  pen 
alty  to  the  state  will  be  cheaper  tha 
losing  the  federal  deduction,"  say 
Ochsenschlager,  "and  I  have  to  tei 
my  clients  this,"  ■ 
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Any  chief  executive  can  fire  people,  but  repositioning 
a  company  takes  creativity.  Here's  how  Jacobs 
Engineering's  Noel  Watson  both  fired  and  repositioned, 


After  the 
pink  slips 


By  John  H.  Taylor 

'People  can  say  what  they  like  about 
'estructurings,  but  I  know  it's  noth- 
ng  more  than  a  fancy  word  for  firing 
people — and  I  don't  ever  want  to  be 
,n  that  position  again.'" 

So  says  Noel  G.  Watson,  chief  exec- 
utive officer  of  Jacobs  Engineering 
Group.  ASl.l  billion  (revenues) gen- 
ral  contractor  based  in  Pasadena, 
]alif.,  Jacobs  was  in  serious  financial 
trouble  in  1984.  Then  led  by  founder 
loseph  J.  Jacobs,  now  77,  and  Presi- 
dent Dale  Myers,  the  company  had 
developed  a  dependence  on  the  oil  and 
hemical  industries,  for  which  it  de- 
signed and  built  refineries  and  chemi- 
cal processing  plants.  But  the  compa- 
ny badly  misjudged  oil  prices  and 
overestimated  the  synfuels  boom  of 
jhe  early  1980s.  With  too  many  em- 
ployees and  not  enough  contracts,  the 
:ompany  began  drowning  in  red  ink. 

In  such  situations  there  is  often 
)nly  one  viable  strategy:  cut  costs, 
ast.  Jacobs  replaced  Myers  and 
urned  to  Watson,  then  the  compa- 
ny's executive  vice  president,  to  help 
iim  chop  the  payroll.  Soon  heads 
vere  flying.  Within  a  year  Watson  had 
ut  the  payroll  to  1,200  from  2,300, 
liminated  14  vice  presidents  (includ- 
pg  some  old  mentors),  and  cut  the 
ompany's  overhead  by  40%. 
I  "It  took  a  terrible  emotional  toll  on 
P>el  to  have  to  do  that,"  says  Jacobs, 
'but  it  was  absolutely  necessary  to 
ave  the  company." 

Once  costs  were  back  in  balance, 
Ptatson  turned  his  attention  toward 
positioning  Jacobs  for  future  growth, 
.'his  required  much  more  creativity 
pan  simply  firing  people.  Watson's 
lecision:  Jacobs  would  specialize  in 
environmental  cleanup  jobs  financed 


Jacobs  Engineering's  Noel  G.  Watson 

One  company's  waste  is  another's  gold. 


by  the  government. 

At  first  Joe  Jacobs  disagreed,  pre- 
ferring to  do  business  with  private 
corporations  to  the  government.  But 
he  went  along  with  Watson,  and  he's 
now  glad  he  did.  Jacobs  gets  more 
than  20%  of  its  pretax  profits  from 
government  work,  even  though  it 
accounts  for  only  10%  of  the  compa- 
ny's annual  revenue. 

Teaming  up  with  Fluor  Corp.,  for 
example,  Jacobs  recently  won  a  $2.2 
billion  contract  to  clean  up  former 
uranium  production  facilities  in  Fer- 
nold,  Ohio.  Jacobs'  profit  on  the 
project  could  run  as  high  as  $40 
million,  spread  over  eight  years.  Ja- 
cobs is  also  working  with  the  U.S. 
Navy  to  develop  a  plan  for  disposing 


of  hazardous  waste  at  dozens  of 
Southwest  sites,  and  with  the  Depart- 
ment of  Energy  at  the  troubled  Rocky 
Flats  weapons  plant  in  Colorado. 

Over  the  next  two  decades,  the 
federal  government  is  expected  to 
dole  out  $400  billion  in  contracts  to 
clean  up  dozens  of  military  bases  and 
nuclear  weapons  sites.  Watson  says  he 
expects  earnings  from  the  environ- 
mental division  to  grow  by  20%  to 
30%  a  year  over  the  next  decade. 

Another  Jacobs  niche:  the  biophar- 
maceutical  industry.  There  are  some 
1,500  U.S.  biotech  companies.  Most 
are  still  in  the  research  stage,  but  as 
they  mature  they'll  need  specialized 
facilities  for  product  testing  and  initial 
development.  Watson  figures  the  av- 
erage cost  of  each  facility  at  $10  mil- 
lion to  $30  million.  Since  1991  Wat- 
son has  acquired  Triad  Technologies 
and  Sigel  Group,  which  give  Jacobs 
the  ability  to  do  everything  from  pro- 
viding consulting  services  to  design- 
ing and  building  a  biotech  plant. 

Overseas,  where  more  and  more 
U.S.  companies  are  setting  up  manu- 
facturing facilities,  Jacobs  is  weak. 
Only  about  16%  of  Jacobs'  annual 
revenues  comes  from  foreign  jobs,  far 
less  than  that  of  rivals  like  Bechtel, 
Foster  Wheeler  and  Fluor.  So  in  Janu- 
ary Watson  bought  U.K. -based 
Humphreys  &  Glasgow,  one  of  Eu- 
rope's best-known  contractors.  Oth- 
er European  acquisitions  will  follow. 

To  judge  from  Jacobs'  financial 
statements,  Watson  won't  find  him- 
self back  in  the  people-firing  business 
anytime  soon.  Over  the  last  five  years 
Jacobs'  return  on  equity  has  averaged 
23.5%,  tops  among  public  construc- 
tion companies.  Earnings  have 
climbed  from  $6.5  million  ( 34  cents  a 
share)  to  $26.6  million  ($1.11  a 
share)  in  fiscal  1992,  which  ended  in 
September.  At  the  end  of  March  Ja- 
cobs had  a  $1.8  billion  backlog,  its 
highest  ever;  analysts  think  the  com- 
pany will  earn  around  $28  million,  or 
$1.17  a  share,  in  fiscal  1993.  The 
stock  is  up  from  1  lA  a  share  during  the 
1984  restructuring  to  a  recent  23. 

But  Watson  continues  to  run  a  lean 
organization.  Although  the  compa- 
ny's revenues  are  more  than  six  times 
larger  than  in  1984,  Jacobs  has  no 
more  layers  of  management  than  it 
did  after  the  restructuring.  Once 
bloodied,  twice  shy.  WM 
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LUXURY  IS  HARD  TO  DEFINE. 
BUT  YOU'LL  KNOW  IT  WHEN  YOU  SEE  IT 


Whether  it's  by  virtue  of  elegance,  refinement,  com-     clearly  is  the  case  with  the  1993  Acura  Legend  Sedan  LS. 
fort  or  spaciousness,  there  just  are  certain  things,  that  upon  Burled  walnut  trim  and  finely  stitched  leather  ad) 

first  glance,  you  instantly  :«  as  being  luxurious.  Such     the  Legend  cabin.  While  the  Automatic  Climate  Control, 

©  1993  Acura  Division  of  American  Honda  Motor  Co  .  Inc.  Acura  and  Legend  are  registered  trademarks  of  Honda  Motor  Co.,  Ltd.  Bose'  is  a  registered  trademark  of  Bose  Corporation.  Covered  by  a, 


'anced  Acura/Bose"  Music  System  and  special  sound  insu-     textbook  illustration  of  a  luxury  automobile.  By  literally  any- 
on  make  it  an  environment  that  is  both  peaceful  and  quiet.       one's  definition  of  the  word.  Call  1-800-TO-ACURA  for  more 
Which  is  why  the  Acura  Legend  Sedan  stands  as  a      information  or  the  nearest  dealer.  PRECISION  CRAFTED  PERFORMANCE 


ued  and/or  pending.  Make  an  intelligent  decision.  Buckle  up. 


For  a  lot  of  utility  companies,  natural  gas  deregulation 
is  going  to  cause  a  lot  of  pain. 

Gutting  out 
the  middleman 


By  Toni  Mack 

For  the  last  DECADE,  gas  utilities 
have  been  the  standout  performers  in 
the  natural  gas  business.  As  gas  prices 
at  the  well  fell  faster  than  the  rates 
charged  consumers,  the  distribu- 
tors cleaned  up,  selling  the  gas 
businesses  and  consumers  at  mark 
ups  of  up  to  95%. 

But  the  good  times  are  about 
to  end.  Many  customers  are 
finding  ways  to  eliminate  the 
utility  as  middleman  and  buy 
direct  from  the  people  who  pro- 
duce the  gas  and  then  pay  a 
pipeline  to  deliver  it. 

Last  October,  Arcadian  Part- 
ners, L.P.,  a  Memphis-based 
chemicals  outfit,  won  federal 
permission  to  bypass  Atlanta 
Gas  Light  Co.  and  attach  its 
Augusta,  Ga.  fertilizer  plant  di- 
rectly to  Sonat  Inc.'s  pipeline. 
The  bypass  will  cut  Atlanta  Gas' 
annual  profits  by  an  estimated  $2.5 
million — nearly  5%  of  its  1992  earn- 
ings. Arcadian  figures  on  reducing  its 
variable  costs  by  7%.  Atlanta  Gas  is 
suing  to  reverse  the  move,  claiming 
that  it  needs  revenues  from  Arcadian 
to  subsidize  its  residential  and  com- 
mercial customers. 

Says  Arcadian  Vice  President  Ran- 
dall St.  Aubyn:  "We  were  paying 
Sonat  $6.5  million  a  year  to  ship  gas 
hundreds  of  miles  from  Louisiana  to 
the  edge  of  our  [Augusta]  property 
and  then  $4.5  million  for  Atlanta  Gas 
to  earn'  it  maybe  100  feet  to  the 
plant."  St.  Aubyn  says  the  saving  is 
important  to  Arcadian's  competitive 
survival:  "We  have  to  compete  against 
imports  from  Canada,  Mexico,  even 
Bulgaria." 

Some  utilities  are  trying  to  roll  with 


the  punch.  Northern  Illinois  Gas  pro- 
vides sendees  to  help  13,500  custom- 
ers, from  steel  mills  to  individual 
McDonald's  outlets,  buy  and  ship 
their  own  gas.  "We  can  help  custom- 
ers lower  their  costs,  plus  we  make 
revenues,"  says  Assistant  Vice  Presi- 
dent Edw  in  Werneke. 

El  Paso  Natural  Gas  is  seeking  fed- 
eral approval  to  extend  its  Mojave 
pipeline  into  northern  California  and 
deliver  gas  directly  to  users.  This 
would  enable  some  big  gas  consumers 
to  cut  out  Pacific  Gas  &  Electric  Co. 
When  Simpson  Paper  Co.  threatened 
to  defect  to  Mojave,  PG&E  tried  to 
woo  it  back.  It  tailed.  Says  Jackson 
Mueller,  Simpson's  energy  director: 
"PG&E  came  in  with  a  marginally  bet- 
ter price,  but  California  regulators 
won't  always  permit  a  utility  to  honor 


its  contract.  They  favor  forcing  indus- 
try to  subsidize  residential  custo- 
mers." Simpson  has  no  interest  in 
subsidizing  people's  air  conditioners. 

Utilities  will  lose  in  other  ways,  too. 
Until  now,  utilities  have  been  able  to 
buy  gas  directly  from  producers,  but  if 
they  ran  short  during  a  peak  demand 
period,  they  could  buy  extra  supplies 
from  the  pipelines.  Now  new  federa 
rules  take  pipelines  out  of  the  gas  sales 
business,  so  utilities  must  line  up  al 
the  gas  they  think  their  customers  wa 
need  and  contract  with  the  pipelines 
to  ship  that  amount.  In  so  doing,  they 
will  be  second-guessed  by  public  ser- 
vice commissions  and  self- appointee 
consumer  advocates  who  may  accuse 
them  of  paying  too  much. 

They  already  have  been  at  PG&il 
The  Division  of  Ratepayer  Advocates 
at  the  California  Public  Utilities  Com- 
mission wants  the  company  to 
cough  up  $450  million  in  rate) 
refunds.  Why?  Back  in  1989,  with 
the  commission's  approval,  pg&e 
renewed  its  contract  to  buy  Canai 
dian  gas.  The  "consumer  advo- 
cates"  now   argue   that  PG&B 
should  have  known  that  U.S.  spol 
market  gas  would  be  cheaper. 
The  biggest  winners  from  al]| 
j  this  will  be  industrial  buyers  like 
:  Arcadian  and  Simpson,  whoir 
politically    oriented  regulator; 
have  long  robbed  in  order  to  keep 
gas  cheap  for  voters. 

Most  likely  losers:  utilities  thai 
derive  most  of  their  earning] 
from  gas  distribution,  such  as  Atlant; 
Gas,  Washington  Gas  Light  Co.  and 
Bay  State  Gas  Co. 

The  bottom  line  from  deregulatior 
for  the  nation  as  a  whole  is  this 
Industries  that  use  a  lot  of  natural  ga: 
will  become  more  competitive  inter 
nationally;  consumers  will  pay  more 
of  the  real  cost  of  the  gas  they  use 
With  the  decade -long  gas  glut  endlj 
ing,  wellhead  prices  have  jumped  27'? 
from  a  year  ago.  A  long,  hard  freed 
could  produce  shortages  this  winter 
Gamble  Baldwin,  with  whom  Richarc 
Rainwater  invests  in  gas  properties 
thinks  this  would  lead  to  a  politica 
hoo-ha  and  lots  of  yelling  from  Con 
gress.  He  fears  this  will  tempt  politi 
cians  into  more  regulation.  But  an; 
idiot,  even  a  congressional  idiot 
should  be  able  to  see  the  mess  regula 
tion  produced  the  last  time.  ■ 
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er  80%  of  the  most 


prominent  figures  in  banking 
count  on  our  computer  solutions. 


Throughout  the  world,  bankers 
who  speak  dollars  and  bankers  who 
speak  yen  and  bankers  who  speak 
pounds,  pesos,  Deutsche  marks,  and 
francs,  all  speak  to  Unisys  for  answers 
to  their  mission-critical  needs. 

Forty-one  of  the  world's  50 
largest  banks  rely  on  Unisys  informa- 
tion systems.  And  half  the  world's 
checks-40  billion  annually-are  pro- 
cessed on  Unisys  computers.  But  the 
buck  hardly  stops  there. 

Over  3,000  financial  institu- 
tions depend  on  our  systems  for 
funds  transfer.  We've  put  our  banking 
customers  a  year  ahead  of  the  com- 
petition in  check  imaging  solutions. 
We  offer  unequaled  capability  in  the 
revenue-generating  area  of  branch 
automation.  And  we  rank  first  in 
customer  satisfaction  surveys  of  mar- 
kets as  demanding  as  Japan. 

So  it's  hardly  surprising  that 
ten  of  Japan's  top  ten  banks,  ten  of 
Europe's  top  ten,  nine  of  America's 

©1992  Unisys  Corporation 
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top  ten,  seven  of  twelve  U.S.  Federal 
Reserve  banks,  and  60,000  other 
distinguished  customers  recognize 

UNiSYS 

We  make  it  happen. 


Unisys  as  a  world  leader  in  mission- 
critical  information  systems. 

A  few  more  prominent  figures: 
1-800-874-8647,  ext.  170.  Ask  how  we 
can  put  the  advanced  technology  and 
dedicated  people  of  Unisys  to  work  on 
your  account. 


THERE'S  MORE 

STRENGTH 
THAN  EVER  IN 
THE  EQUITABLE'S 

NUMBERS. 


Our  Capital  Base 
Has  More  Than 
Doubled 


A  billion-dollar  investment  from 
our  global  partner,  AXA,  a  $450 
million  IPO  and  an  $800  million 
convertible  preferred  stock 
placement  have 
dramatically 
improved  our 
GAAP  capital 
position. 


$1.4 

Billion 


$2.5 

Billion 


1991  1992  1Q93 


* 

•Estimated  Pro-forma  at  March  31 . 1993 


YouM  be  hard  put  to  find  a  period  in  The  Equitable's  134-year  history  as 
important  for  the  future  as  the  past  year.  Over  those  eventful  and  exciting 
months,  the  company  successfully  converted  to  stock  ownership  and  more  than 
doubled  its  capital  by  raising  $2.25  billion,  including  a  recent  $800  million 
convertible  preferred  stock  placement. 

At  the  same  time,  we've  upgraded  our  asset  quality,  reduced  expenses 
and  obtained  one  of  the  few  insurance  company  credit 
upgrades  granted  during  1992  by  the  major  rating 
agencies. 

We've  also  maintained  our  position  as  the  industry 
leader  in  professionalism.  The  Equitable  continues  to 
rank  #1  in  the  number  of  career  agents  who  are  CLUs 
(Chartered  Life  Underwriters)  and  ChFCs  (Chartered 
Financial  Consultants). 

Progress  like  this  insures  that  The  Equitable  has  the 
resources,  the  strategies  and  the  people  to  be  a  major 
participant  in  meeting  the  needs  of  the  rapidly  expand- 
ing retirement  savings  market. 

To  learn  more,  please  write  for  a  copy  of  our  annual 
report  to  The  Equitable,  787  Seventh  Ave.,  Dept.  A, 
New  York,  NY  10019. 
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Despite  current  fears  of  an  inflationary  blowoff, 
it  is  not  inconceivable  that  early  in  the  next  century, 
China  could  become  the  world's  biggest  economy-. 

This  time 
it's  for  real 


By  Andrew  Tanzer 

DON'T  BE  spooked  by  reports  that 
China's  capitalist  boom  is  running 
into  trouble.  Even  as  Chinese  Vice 
Premier  Zhu  Rongji  moved  quickly 
to  cool  an  overheated  economy  with 
some  austerity  medicine,  foreign  in- 
vestors continued  to  set  up  shop.  At 
worst  Zhu's  austerity  measures  will 
slow  the  boom;  they  won't  seriously 
interrupt  it.  Despite  a  pattern  of  sharp 
economic  cycles,  foreign  companies 
find  the  China  market  irresistible. 

Consider  the  Shanghai  Orient 
Shopping  Centre.  Opened  this  past 
spring,  it  could  be  in  Hong  Kong  or 
Seatde.  A  piano  tinkles  in  the  lobby. 
On  the  first  floor,  fashionably  dressed 
Shanghai  women  shop  for  Christian 
Dior  cosmetics,  Rado  watches  and 
gold  jewelry.  Downstairs,  shoppers 
stock  up  on  Unilever's  Lux  shampoo, 
Heinz  infant  cereal,  Nestle  powdered 
milk  and  other  Western  brands.  In  the 
electric  appliance  section,  newly  mar- 
ried couples  look  over  $1,000  To- 
shiba refrigerators  and  Panasonic  col- 
or TV  sets  and  $1,500  Pioneer  stereo 
systems. 

Fifty  miles  away  is  Suzhou,  a  quiet 
city  of  graceful,  ancient  pagodas  and 
gardens.  Suzhou  still  has  a  socialist 
odor.  At  the  state-owned  Beita  store, 
clerks  nap  on  the  counters  or  munch 
on  watermelon  seeds  and  spit  the 
husks  out  on  the  garbage -strewn  floor 
of  the  dimly  lit  shop.  But  even  Beita 
brims  with  Western  brand  goods. 

China's  is  still  in  part  a  planned, 
socialist  economy,  but  that  part  is 
shrinking,  dying.  In  China's  vast  and 
rapidly  growing  underground  econo- 
my, many  urban  residents  report  to 
their  official  jobs  and,  knowing  they 
can't  be  fired,  quickly  depart  for  sec- 


ond, or  even  third,  jobs  either  in  the 
underground  or  in  the  new  private 
sector.  Socialist  taxation  is  widely  ig- 
nored. Almost  no  one  reports  his  or 
her  true  income,  and  incentive  pay- 
ments at  primary  jobs  often  go  unre- 
ported. In  fact,  few  workers  pay  in- 
come taxes. 

Fueled  with  money  from  second 
jobs,  flouted  taxes  and  underground 
economic  activity,  the  Chinese  econ- 
omy is  growing  9%  a  year,  even 
though  it's  prone  to  boom- bust  cy- 
cles. At  this  rate  each  year  China 
creates  a  new  market  as  big  as  Argen- 
tina's. Says  Chris  Nelson,  chief  execu- 
tive of  Dairy  Farm,  Hong  Kong's 
largest  retail  group  and  an  affiliate  of 
Jardine  Matheson:  "We're  going  to 
look  back  in  20  years'  time  and  say  the 
promise  of  China's  mass  market, 
which  has  been  so  talked  about  since 
Lord  Macartney  [in  1793],  actually 
materialized  in  the  1990s." 

Two  hundred  years  have  elapsed 
since  Lord  George  Macartney,  sent  by 
Britain's  King  George  III,  arrived  in 
China  with  a  mission  to  pry  open  the 
Celestial  Empire  to  trade  with  the 
West.  China's  despotic  emperor  of 
the  day,  Qianlong,  sent  Macartney 
packing  when  the  envoy  refused  to 
obey  court  etiquette  and  kowtow  to 
the  emperor.  "We  have  never  valued 
ingenious  articles,"  Qianlong  angrily 
wrote  back  to  George  III,  "nor  do  we 
have  the  slightest  need  of  your  coun- 
try's manufacturers." 

Need  them  or  not,  China's  masses 
didn'  t  get  the  goodies  from  the  West. 
Nor  did  the  industrial  countries  get 
the  rich  markets  of  which  they 
dreamed. 

Until  recently.  Now  look  at  what 


that  master  marketer,  Coca-Cola, 
doing  in  China.  Since  output  began  i 
earnest  with  the  opening  of  its  thir 
and  fourth  plants  in  1985,  Coke 
sales  there  of  Coke,  Sprite  and  Fan 
have  swelled  by  54%  a  year.  R.  Fer 
ton-May,  president  of  Coca-Co 
China,  says  that  China  is  now  Coke 
fastest -growing  major  market.  Wit 
13  bottling  plants  in  the  coastal  area 
Coke  is  adding  10  more  inland  ovt 
the  next  three  years,  bringing  its  gee 
graphic  area  of  coverage  to  900  mi 
lion  of  China's  1.2  billion  peopl 
Says  Fenton-May.'  "This  time  aroun 
the  China  market  is  a  reality." 

The  list  of  successful  foreign  con 
panies  in  China  is  already  long  an 
getting  longer.  Johnson  &  Johnsc 
dominates  in  Band-Ads,  SmithKlir 
Beecham  sells  hundreds  of  millions « 
Contac  cold  capsules  a  year,  Procti 
&  Gamble's  sales  of  hair  care  proc 
ucts  are  burgeoning,  Bausch  &  Lorn 
fits  tens  of  millions  of  Chinese  with  i 
contact  lenses,  Avon  ladies  are  ovei 
running  southern  China.  Hungry  fc 
communications,  Chinese  custome 
will  snap  up  an  estimated  3  millic 
Motorola  pagers  this  year,  up  froj 
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Glitzy, 

newly  opened 
shopping  center 
Unleashing  a 
strong,  pent-up 
consumer 
demand. 


Planters  nuts  and 
Rockport  shoes 
China  is  getting 
its  first  taste 
of  brand  names. 


1100,000  in  1991.  Kentucky  Fried 
(Chicken's  Timothy  Lane,  president 
lof  KFC  Asia  Pacific,  says  the  fast- food 
i  chain  plans  to  open  and  operate  out- 
llets  in  all  31  Chinese  cities  with  a 
population  of  over  1  million  by  1998. 
Thai  chicken  billionaire  Dhanin 
Chearavanont's  Charoen  Pokphand 
group  (Forbes,  Apr.  12,  1992)  will 
soon  have  40  feed  mills  in  China, 
'covering  every  province  but  Tibet. 

Most  of  the  branded  Western  con- 
sumer goods  flooding  Chinese  stores 
|are  produced  in  China  in  joint  ven- 
tures with  local  companies.  That  way 
the  Westerners  can  lock  into  China's 
fstill  cheap  labor  pool  and  avoid  duties 
Ion  consumer  products  that  usually 
[range  from  40%  to  120%.  Unilever, 
iProcter  &  Gamble,  S.C.  Johnson, 
(Nestle  and  Britain's  United  Biscuits 
!all  operate  this  way. 

"Nobody  is  taking  profits  out; 
they're  reinvesting,"  says  Chris  Stra- 
ichan,  managing  director  of  United 
Biscuits  China,  "ub,"  he  adds,  "re- 
gards China  as  the  largest  opportunity 
In  the  world  today." 

Most  Western  companies  pay  their 
iChinese  blue-collar  workers  about 


$100  a  month,  measured  in  hard  cur- 
rency. How  can  China  be  a  lucrative 
consumer  market? 

Part  of  the  answer  is  that  the  Chi- 
nese government  has  obfuscated  eco- 
nomic reality.  Officially,  per  capita 
income  in  China  is  under  $400  a  year. 
But  nearly  every  independent  study 
by  academics  and  multilateral  agen- 


cies puts  incomes,  adjusted  for  black 
market  activity  and  purchasing  power 
parity,  at  three  or  four  times  that 
level — in  other  words,  at  $1,000  to 
$2,000.  Multiply  that  by  1.2  billion 
people  and  you  get  a  huge  economy, 
the  world's  third  largest  after  the  U.S. 
and  Japan.  Many  of  these  studies  pro- 
ject that  China  will  have  the  world's 
largest  economy  in  a  generation. 

Because  the  remnants  of  the  social- 
ist state  still  shower  urban  workers 
with  huge  subsidies,  most  of  their 
income  gains  go  right  down  to  dis- 
posable income.  For  instance,  Chi- 
nese families  spend  less  than  5%  of 
household  income  on  housing,  health 


care,  education  and  transportation 
combined,  compared  with  30%  to 
40%  in  other  Asian  countries,  accord- 
ing to  a  study  by  McKinsey  &  Co.  last 
year.  A  typical  Chinese  urban  worker 
spends  $1  or  $2  a  month  on  hous- 
ing— and  eight  times  as  much  on 
cigarettes  and  liquor.  Penetration  of 
refrigerators  in  urban  households  has 
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Chinese  consumers 

mushroomed  from  under  5%  in  1984 
to  over  50%  today — great  for  chilling 
that  Coke  and  Pabst.  Washing  ma- 
chine penetration  in  the  cities  is  over 
80%,  creating  a  market  for  detergents 
like  p&g's  Ariel  and  Unilever's  Omo. 
Now  many  urban  residents  are  mov- 
ing on  to  telephones,  microwave  ov- 
ens, (  D  players,  VCRS  and  laser  disc 
players — great  for  Hollywood. 

Marketers  say  that  once  an  econo- 
my breaks  through  an  annual  per 
capita  income  barrier  of  roughly 
$1,000,  consumers  move  beyond 
buying  staples  and  begin  shopping  for 
durables  like  TV  sets;  nonessential 
processed  foods  like  ice  cream;  and 
packaged  goods,  including  branded 
vanities  such  as  p&g's  Oil  of  Olay  skin 
cream.  How  many  Chinese  have 
crossed  that  $1,000  threshold?  Ron 
Cromie,  general  manager  of  J.  Walter 
Thompson  China,  which  serves  cli- 
ents like  Nestle,  Unilever  and  S.C. 
Johnson  in  China,  gives  this  advice: 
"Forget  about  the  1 .2  billion  [overall 
population];  focus  on  the  350  million 
urban  residents — 100  million  house- 
holds. The  vast  majority  have  values 
and  lifestyles  that  we  would  character- 
ize as  middle  class.  They're  already 
buying  shampoo,  cigarettes,  beer  and 
biscuits." 

Growing  affluence  and  purchasing 
power  are  not  limited  to  urban  areas. 
The  first  economic  reforms  were  agri- 
cultural, allowing  peasants  to  farm 
family  plots  and  to  sell  part  of  the 
output  on  free  markets.  Tens  of  mil- 
lions of  farmers  prospered:  Take  the 
train  through  the  countryside  of  east- 
ern Jiangsu  province  (its  economy 
grew  an  incredible  26%  last  year),  and 
you  see  plenty  of  new  two-  and  three- 
story  houses. 

Much  of  the  peasants'  savings  was 
channeled  into  so-called  town  and 
village  enterprises  (tves),  quasi-pri- 
vate, entrepreneurial  collectives  out- 
side the  state  plan.  Employment  in 
the  rVES,  which  are  typically  light 
industrial  firms,  has  quadrupled  to 
100  million  over  the  past  decade. 
Louis  Tong,  managing  director  of 
Hong  Kong- based  Survey  Research 
Group  (China),  the  earliest  foreign 
market  researcher  in  China,  believes 
this  rural  industrialization  has  added 
depth  and  breadth  to  China's  con- 
sumer markets.  On  the  basi^  of  market 
research  in  25  Chinese  cities,  Tong 


believes  as  much  as  50%  of  the  cus- 
tomer traffic  in  urban  department 
stores  is  from  the  countryside. 

Walk  down  Shanghai's  neon-lit 
Nanjing  Road  and  Huaihai  Road  any 
evening  and  you  can  feel  the  energy, 
the  pent-up  demand,  as  masses  of 
shoppers  crowd  into  boutiques  like 
Benetton,  Esprit,  Stefanel  and  Nike. 
Watching  them,  one  soon  recalls  how 
low  on  the  totem  pole  consumers 
were  before  Deng  Xiaoping  began 
opening  China's  economy  to  the 
world  in  1979. 

Until  recently,  Chinese  needed  ra- 
tion coupons  to  buy  many  basic  com- 
modities, from  cooking  oil  to  bicy- 
cles. No  more.  Need  clothes?  Here, 
this  Mao  suit  will  do  you;  do  you  want 
blue  or  gray?  And  even  then  the  goods 
were  badly  made,  poorly  packaged 
and  often  out  of  stock. 

Under  Mao  and  his  actress  wife 
Jiang  Qing,  advertising  was  branded  a 
"capitalist  evil"  and  nearly  eradicat- 
ed. There  were  almost  no  national 
brands.  There  was  central  planning 
but  not  even  economies  of  scale.  Part- 
ly because  of  a  weak  infrastructure, 
but  also  owing  to  an  obsession  with 
local  self-reliance,  nearly  every  indus- 
try was  fragmented  into  hundreds  of 
small,  inefficient  factories.  Each  prov- 
ince or  even  city  had  its  own  beer, 
biscuit  and  soap  factor}' — similar  to 
the  U.S.  on  the  eve  of  World  War  I. 


Into  this  economic  vacuum  charge 
heavyweights  like  Coca-Cola  and 
Procter  &  Gamble:  It's  like  the  Dallas 
Cowboys  playing  a  high  school  foot- 
ball team.  "While  the  rest  of  the  world 
is  getting  tired  of  brand  names,  China 
is  getting  its  first  taste,"  says  Paul 
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Cheng,  chairman  of  Inchcape  Pacific. 
Foreign  brand  goods,  even  those 
made  in  China,  typically  cost  two  to 
three  times  as  much  as  local  equiva- 
lents, but  they're  snapped  up  by  sta- 
tus-conscious Chinese.  "'Consumers 
want  to  show  off  that  they  can  afford 
to  spend  money,'"  says  James  Wong, 
general  manager  of  ddb  Needham 
Advertising's  Beijing  office.  "They 
leave  the  tags  on  sunglasses  and  labels 
on  the  sleeves  of  suits." 

How  do  Chinese,  cloistered  for  so 
long,  know  all  about  the  famous  in- 
ternational brands?  Residents  of 
southern  Guangdong  Province  watch 
Hong  Kong  television,  and  an  esti- 
mated 5  million  households  across 
the  country  tune  in  to  Star  TV's  five 
satellite  channels,  including  MTV,  BBC 
World  News,  and  a  Mandarin  chan- 
nel, beamed  from  Hong  Kong. 

But  the  most  powerful  influence  by 
rar  is  the  rapidly  increasing  number  of 
ids  on  the  hundreds  of  local  TV  sta- 
tions across  China.  Many  of  these 
serve  up  a  familiar  programming  fare 
:>f  sports,  game  shows,  music  videos 
ind  foreign  serials  and  movies.  More 
than  800  million  Chinese  now  have 
iccess  to  TV  sets.  (At  12  million  units  a 
/ear,  China's  color  TV  set  market  is  the 


world's  largest.) 

Unlike  jaded  consumers  in  the 
West,  the  Chinese  value  ads  for  the 
basic  information  they  convey. 
"Newly  affluent  Chinese  are  very  re- 
sponsive to  ads,"  observes  J.  Walter 
Thompson's  Cromie,  who  has  a  de- 
cade of  experience  in  marketing  and 
advertising  in  China.  "After  the  expe- 
rience of  shoddy  domestic  merchan- 
dise, they  value  the  quality  reassur- 
ance of  foreign  brand  goods.  They're 
looking  to  buy  into  a  new,  interna- 
tional lifestyle." 

Unilever,  for  instance,  buys  media 
for  its  Lux  soap  in  over  50  markets  in 
China.  And  P&G  seems  to  be  out- 
spending  Unilever.  "P&G's  commer- 
cials are  on  the  air  every  night,  in  some 
cases  even  every  commercial  break," 
reports  one  ad  industry  executive. 
"They  sometimes  run  three  to  four 
P&G  ads  back  to  back." 

In  many  ways  China  is  opening  up 
faster  to  foreign  companies  and  allow- 
ing greater  access  to  its  consumers 
than  did  Japan,  South  Korea  or  Tai- 
wan at  similar  stages  in  their  economic 
development.  In  the  late  1980s  a 
major  breakthrough  came  when  the 
Chinese  government  made  it  easier 
for  foreign  firms  to  get  foreign  ex- 
change. In  addition,  joint  venture 
factories  have  been  permitted  to  ex- 
port less  of  their  production  and  sell 
more  of  it  domestically  than  in  years 
past.  Businessmen  say  this  liberaliza- 
tion was  accelerated  after  Deng  Xiao- 
ping's  well-publicized,  enormously 
symbolic  visit  to  the  miracle  province 
of  Guangdong  in  early  1992,  during 
which  he  blessed  and  called  for  an 
acceleration  of  economic  reform. 

China  officially  opened  the  retail 
sector  to  direct  foreign  investment 
last  year.  Hong  Kong-  and  Japanese- 
financed  department  stores  and  su- 
permarkets, which  are  usually  permit- 
ted to  import  directly,  are  sprouting 
in  the  main  cities.  Foreign-brand  pro- 
ducers are  establishing  propietary  dis- 
tribution and  sales  networks,  bypass- 
ing state-run  wholesaling  monopo- 
lies. "For  the  first  time,  foreign 
companies  can  market  consumer 
products  directly  to  Chinese  consu- 
mers," comments  Victor  Fung,  chair- 
man of  the  Hong  Kong  Trade  Devel- 
opment Council. 

None  of  this  is  to  say  that  distribu- 
tion is  simple.  It  isn't.  China  has  a 


grossly  overburdened,  Third  World 
transportation  system.  Corruption  is 
rife.  The  country  is  huge,  and  regional 
differences  in  taste  and  degrees  of 
liberalization  are  enormous.  For  in- 
stance, northerners  have  a  sweeter 
tooth  and  drink  more  beer;  southern- 
ers are  heavily  influenced  by  Hong 
Kong  and  Taiwan,  acquiring  habits 
like  obligatory  cognac-drinking  at 
business  banquets;  Shanghai  women 
spend  freely  on  fashion  and  personal 
appearance. 

"It's  not  one  beautiful  national 
market  like  the  U.S.,  but  more  like  the 
EC — a  series  of  countries  or  regions 
that  need  to  be  attacked  regionally," 
advises  Roderick  Macneil,  chairman 
of  Hong  Kong-based  Macneil  Pacific 
Ltd.,  a  China  consulting  firm. 

Yet  no  one  who  has  read  Peter 
Fleming's  classic  The  Siege  at  Peking 
or  seen  the  movie  based  on  it  (Fifty 
Five  Days  at  Peking)  can  fail  to  won- 
der if  Deng  Xiaoping's  successors  will 
one  day  decide  that  the  foreign  devils 
have  served  their  purpose  and  order 
them  out. 

It  happened  in  the  19th  and  early  in 
the  20th  centuries,  but  it's  most  un- 
likely now.  "The  Communist  Party 
has  staked  its  credibility  on  its  ability 
to  raise  living  standards,  and  so  far  it's 
delivered  the  goods,"  says  University 
of  Washington  Sinologist  Nicholas 
Lardy.  "This  imperative  was  rein- 
forced by  the  collapse  of  the  Soviet 
Union  and  the  failure  of  Russian  lead- 
ers to  deliver  higher  living  standards." 

"The  government  tends  to  see  peo- 
ple like  us  as  their  salvation,"  says 
United  Biscuits'  Strachan.  "They  rec- 
ognize the  inefficiency  of  the  state- 
run  companies  and  our  role  in  mod- 
ernizing Chinese  industry.  Foreigners 
are  doing  the  dirty  work  for  them." 

For  now,  but  make  no  mistake.  As 
they  move  toward  capitalism,  the  tal- 
ented and  energetic  Chinese  people 
are  fast  learning  the  game.  "They're 
watching  P&G  and  Unilever  and  learn- 
ing things  like  cash  flow,  marketing, 
advertising,  distribution,  quality  con- 
trol and  the  importance  of  custo- 
mers," remarks  Dairy  Farm's  Nelson. 

The  same  China  that  today  offers  a 
welcome  and  hospitable  market  for 
foreign  businesses  will  one  day  pro- 
vide strong  competition  for  world 
markets.  Trade  is  not  and  never  can  be 
a  one-way  street.  W> 
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Against  all  expectations,  1993  is  shaping  up 
to  be  the  biggest  tort  reform  year  since  1986. 

Sanity  is  back 
in  style 


By  David  Frum 

When  Bill  Clinton  was  elected 
with  the  passionate  support  of  trial 
lawyers,  most  observers — including 
Forbes — predicted  that  tort  reform 
would  stall.  Instead,  reformers  have 
scored  an  impressive  series  of  victories 
in  the  states.  Here's  a  summary  of 
what's  going  on: 

Texas.  Business  has  long   


abuse.  North  Dakota  has  restricted 
product  liability  suits  and  has  limited 
punitive  damages  to  no  more  than 
double  compensatory  damages  or 
$250,000,  whichever  is  greater. 

Arizona.  Arizona's  new  law  ex- 
empts personal  injury  defendants 
from  liability  if  the  plaintiff's  injury 


feared  Texas'  plaintiff  lawyers. 
But  on  Mar.  4  Governor  Ann 
Richards  signed  a  major  prod- 
uct liability  reform  statute. 
Among  other  things,  the  stat- 
ute bars  product  liability  ac- 
tions against  tobacco  and  oth- 
er consumer  products  known 
to  be  unsafe.  It  requires  plain- 
tiffs who  want  to  claim  that  a 
product's  design  was  unsafe  to 
show  that  there  was  a  safer 
alternative  design  available 
that  was  both  economically 
and  technologically  feasible. 
And  lawyers  will  find  it  harder 
to  pull  out-of-state  litigation 
into  Texas  courts. 

Mississippi.  Tort  reform 
maestro  Victor  Schwartz,  at 
Washington's  Crowell  & 
Moring,  calls  Mississippi's  new  law  a 
"model  product  liability  code."  It 
provides  that: 

■  A  product's  design  will  not  be  con- 
sidered defective  if  it  could  not  be  fixed 
without  compromising  the  prod- 
uct's "usefulness  or  desirability." 

■  The  manufacturer  will  not  be  liable 
if  the  danger  posed  by  the  product  is 
known  or  obvious. 

■  Punitive  damages  may  be  awarded 
only  if  the  defendant  is  proven  to  have 
acted  with  actual  malice. 

North  Dakota.  The  Dakotas'  popu- 
list anger  is  turning  against  lawsuit 


was  caused  by  his  drunkenness,  and  it 
allows  defendants  to  tell  juries  how 
much  insurance  the  plaintiff  has  al- 
ready collected.  (Believe  it  or  not,  this 
information  is  normally  withheld 
from  juries.)  Arizona  also  abolished 
joint  and  several  liability,  preventing 
plaintiffs  from  extracting  their  entire 
award  from  the  richest  defendant 
when  multiple  defendants  are  at  fault. 

Tort  reform  also  looks  imminent  in 
two  other  states: 

Massachusetts.  Massachusetts  looks 
likely  to  eliminate  damages  for  defec- 
tive design  unless  the  plaintiff  can 


prove  an  alternative  design  was  "com 
mercially  and  technically  feasible." 

New  York.  Call  it  a  miracle,  bud 
New  York's  Governor  Marie 
Cuomo's  proposed  action  againsi 
medical  malpractice  abuse  has  recent 
ly  been  approved  by  the  state  legisla 
ture.  Cuomo  is  replacing  malpractice 
lawsuits  against  obstetricians  with  no 
fault  benefits  for  impaired  babies.  Th< 
plan  will  be  financed  by  a  $300  tax  or 
healthy  deliveries. 

However,  Cuomo's  proposec 
product  liability  reform  legislatior 
didn't  pass  this  time  around.  His  pro 
posal  would  have,  among  othei 
things,  protected  manufacturers  i 
their  products  complied  with  the  stat< 
of  the  art  at  the  time  they  were  made 
Flsewhere  in  the  country  punitiv< 
damage  reform  is  being  considered  b} 
the  state  legislatures  of  Wisconsin  anc 
New  Jersey.  And  Michigan's  legisla 
ture  is  now  considering  a  bill  to  con 
trol  medical  liability. 

The  last  time  the  countr; 
saw  a  wave  of  legislation  lik< 
this  was  1986,  when  the  insur 
ance  crisis  drove  20  states  tc 
drastically  amend  their  tor 
laws.  Says  Martin  Connor  o 
the  Anerican  Tort  Reform  As 
sociation:  "What  you're  see 
ing  this  year  has  been  building 
for  several  years.  And  you'l 
see  more  in  '94." 

Still  more  evidence  that  th< 
pendulum  is  swinging  towarc 
tort  reform:  Washington 
D.C.'s  Legal  Times  reports  tha 
die  American  Trial  Lawyers  As 
sociation  has  lost  nearly  10%  o 
its  membership  over  the  pas 
five  years.  America's  leading 
prolitigation  lobby  group,  ATU 
is  suffering  a  $750,000  defici 
and  has  had  to  chop  nearly  20  staffers  aj 
its  Washington  headquarters. 

But  there  is  bad  news,  too.  A  tor 
reform  bill  in  the  Alabama  legislature 
has  been  soundly  beaten.  A  federal 
product  liability  reform  law,  althougli 
support  for  it  continues  to  grow,  still 
looks  uncertain. 

But  the  big  question  at  the  federal 
level  is  this:  Given  the  Clinton  Adi 
ministration's  ambitious  plans  tc 
bring  health  care  under  federal  conj 
trol,  what  sort  of  restrictions  on  medi 
cal  malpractice  lawsuits  will  issue  from 
Washington?   .  ■ 
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On  Nov.  24,  1992  the  last  U.S.  sailor  left  Subic  Bay. 
Then  the  money  started  pouring  in. 

Hong  Kong  east? 


By  Michael  Schuman 

"IT'S  perfect!"  exclaims  Taiwanese 
billionaire  Jeffrey  Koo.  "The  harbor, 
the  airport,  the  infrastructure — it's  all 
there." 

Koo,  the  chairman  of  Taipei's  $9.5 
billion  (assets)  Chinatrust  Commer- 
cial Bank,  isn't  talking  about  Hong 
Kong,  Shanghai,  Jakarta  or  other 
well-known  and  rapidly  expanding 
Asian  hubs.  He's  talking  about  Subic 
Bay,  the  former  U.S.  naval  base  in  the 
Philippines.  Koo  feels  so  strongly  that 
Subic  Bay  is  poised  to  become  Asia's 
next  economic  miracle  city  that  he 
personally  shuttled  between  Philip- 
pine President  Fidel  Ramos  and  Tai- 
wan President  Lee  Teng-hui  to  push 
Taiwanese  investment  there.  The 
shuttling  bore  fruit.  Starting  this  sum- 
mer, a  joint  venture  among  the  Tai- 
wanese government,  Subic  Bay  Met- 
ropolitan Authority  and  a  private  Tai- 
wanese company  will  begin  to 
develop  a  660-acre  parcel  of  land  at 
Subic  Bay  into  an  industrial  park;  the 
commercial  space  will  then  be  mar- 
keted principally  to  Taiwanese  com- 
panies. Koo  recently  opened  a  China- 
trust  branch  in  Manila  and  will  soon 
open  another  at  Subic  Bay. 

Malaysian  billionaire  Lim  Goh 
Tong  also  likes  the  look  of  Subic  Bay. 
A  group  that  includes  Lim's  Kuala 
Lumpur-based  resort  operator  Re- 
sorts World  Berhad  is  investing  $100 
million  to  build  a  400-room,  five-star 
hotel,  a  casino  and  a  golf  course. 

Reebok  International  Ltd.  will  start 
sourcing  footwear  from  Subic  Bay 
this  year.  By  1994  Reebok  expects  the 
Philippines  to  be  its  fourth-largest 
producer  in  Asia. 

Houston-based  Enron  Corp.  took 
over  a  30 -megawatt  power  station 
once  run  by  the  U.S.  military  near  the 
city  of  Olongapo,  next  door  to  Subic 
Bay,  and  is  now  in  a  joint  venture  to 
build  a  $120  million,  1  10-megawatt 
plant  at  Subic  Bay  itself;  it  is  due  to 
start  producing  early  in  1994.  "Subic 


Bay,"  predicts  Enron  International 
Chairman  Rodney  Gray,  "is  going  to 
be  a  very  vital  area." 

Hundreds  of  other  potential  inves- 
tors from  around  the  world  have  ex- 
pressed interest.  Among  those  kick- 
ing Subic  Bay's  tires:  Whirlpool 
Corp.,  which  is  considering  manufac- 
turing appliances  in  Subic  Bay  for  the 
Asian  market.  And  a  Federal  Express 
Corp.  spokesman  says  his  company  is 
looking  at  the  area  for  a  possible 
regional  clearinghouse  for  its  growing 


last  year  came  to  just  0.6%.  Mean- 
while, competing  neighbors  Malaysia 
and  Thailand  are  nourishing. 

Subic  Bay's  main  attractions  are  its 
location — only  IV2  hours  by  plane 
from  Hong  Kong — and  its  physical 
assets.  U.S.  taxpayers  pumped  billions 
into  Subic  Bay  during  the  years  it 
served  as  a  U.S.  naval  base;  the  Subic 
Bay  Metropolitan  Authority  now  val- 
ues the  facilities  at  around  $8  billion. 
When  Manila  refused  to  renew  the 
base's  lease  in  1991,  the  Navy  left 
behind  beautifully  maintained  deep- 
water  port  facilities,  a  top-notch  air- 
port (not  to  be  confused  with  nearby 
Clark  Air  Base),  telephone  lines  and 
42,000  English-speaking  and  highly 
trained  former  employees.  Typical 
going  wage  rate:  about  $5  a  day, 
including  benefits. 

The  Philippine  government  is  do- 
ing its  bit,  too.  It  has  combined  Subic 
Bay  and  some  surrounding  cities — in 


The  Americans  flew  out.  Will  the  investors  fly  in? 

And  can  Subic  Bay  jump-start  the  Philippine  economy? 


Asian  shipping  operations. 

In  the  past  seven  months  foreign 
companies  have  agreed  to  invest  over 
$300  million  in  Subic  Bay.  Compare 
that  with  about  $250  million  of  for- 
eign direct  investment  the  Philippines 
attracted  in  all  of  1992.  The  invest- 
ment comes  as  a  real  shot  in  the  arm 
for  the  Philippines,  where  political 
instability,  a  corrupt  and  pervasive 
bureaucracy  and  persistent  shortages 
of  electric  power  and  other  essentials 
have  hobbled  the  economy.  Growth 


all,  an  area  larger  than  Singapore — 
into  the  Philippines'  first  special  eco- 
nomic zone.  Among  the  incentives: 
no  customs  duties,  and  low  corporate 
income  taxes.  The  economic  zone  is 
administered  by  the  semi  indepen- 
dent Subic  Bay  Metropolitan  Author- 
ity, not  Manila's  bureaucracy. 

"The  Philippine  government  really 
wants  to  make  this  work,"  says  former 
U.S.  ambassador  to  the  Philippines 
Stephen  Bosworth.  "The  country 
needs  to  record  some  successes."  H 
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A  HERO  ^ 

IN  A  STAE 

BEHIND    A  SC 

WITH  A  BOND  INS1 

BY  PEOP 

WHO  NEVER  FORGE 

VALUE  OF! 

In  the  municipal  bond  insurance  business,  a  lot  of  good  things  result  from  the  power  of  teamwork.  Things  that  ext 
far  beyond  agreements  on  pieces  of  paper.  That's  why  at  AMBAQ  our  underwriting  teams  —  including  Analysts,  Regfc 
representatives,  Attorneys  and  Closing  coordinators  —  work  closely  with  our  customers  to  make  the  most  of  their  transact 

In  the  process,  they're  able  to  listen  better.  Respond  quickly.  Understand  each  client's  needs  and  objectives.  All  of  wi 
can't  help  but  lead  to  improved  lives  for  the  people  who  live  in  the  towns,  that  depend  on  the  bonds,  that  we  insure.  It 


One  State  Street  Plaza,  New  York,  New  York  10004;  (212)  668-0340 


\S  MADE 

UTvI  BUILT, 

Z>  O  L  FUNDED, 


;amwork. 


\  of  service  that's  made  us  a  leading  player  in  the  municipal  bond  industry.  With  triple- A 
igs  from  both  Moody's  and  S&P.  A  secure,  diversified  portfolio  of  business.  And  the 
i  of  financial  strength  and  stability  investors  look  for  and  expect. 
The  conclusion  should  be  obvious.  If  you've  got  a  bond  to  insure,  AMBAC  has  the 
n  to  handle  it.  Call  (212)  208-3400  to  receive  our  new  video,  For  the  Life  of  the  Bond. 
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Only  one  thing  can  turn 
your  global  network  from 
a  burden  to  an  asset. 


A  Partner. 


Syncordia  helps  you  mind  your 
business  better. 

A  multinational  communications  network  should  be  an 
asset  that  builds  your  business.  Not  a  burden  that  bogs  you 
down,  distracting  you  from  your  core  business. 

That's  why  you  need  a  partner. 

Syncordia  lets  you  do  what  you  do  best. 

Syncordia  is  the  first  company  built  from  the  ground 
up  to  provide  global  managed  network  and  outsourcing 
solutions. 

So  with  Syncordia  as  your  partner,  you  can  get  out  of 
the  business  of  building  and  managing  global  networks  and 
redeploy  people  and  assets  against  the  business  your 
company  was  formed  to  pursue  in  the  first  place. 

Most  important",  to  us,  partnership  means  pursuing 
opportunities,  not  just  solving  problems.  We'll  make  it  our 
business  to  know  your  business  and  help  you  use  informa- 
tion technology  to  get  an  edge  over  the  competition. 

We  re  part  of  BT. 

We  are  part  of  BT  (British  Telecom),  one  of  the 
world's  largest  and  most  advanced  telecommunications 
companies. 


So  we  have  access  to  the  worldwide  resources,  technical 
prowess  and  local  market  knowledge  of  our  parent  company, 
and  retain  the  entrepreneurial  agility  to  customize  solutions 
for  your  business. 

Not  just  the  first,  but  the  finest. 
Syncordia  enterprise  network  solutions  range  from 
planning  and  integration  through  procurement,  installation 
and  maintenance  to  the  provisioning  and  operation  of  your 
entire  international  network. 

In  all  cases,  we  guarantee  the  highest  level  of  customer 
service  through  advanced  network  management  software; 
Customer  Support  Centers,  staffed  with  multilingual,  multi- 
cultural managers;  and  Integrated  Single  Currency  Billing. 

The  Syncordia  Service  Level  Agreement  spells  out  every 
detail  of  what  you  can  expect  from  our  partnership.  It 
defines  the  shared  risks  and  rewards. 

Call  us,  before  your  competition  does. 
Developing  enterprise  network  solutions  takes  time.  And 
teamwork.  All  the  more  reason  to  begin  right  away.  Because 
the  sooner  we  become  your  partner,  the  sooner  your  net- 
work burden  will  become  a  business  asset. 

For  more  information  on  Syncordia,  in  the  U.S.  or  Canada 
call  1-800-477-5355. 


syn(ordia 

Let  us  help  you  mind  your  business. 


Syncordia  is  a  subsidiary  of  British  Telecommunications  pic.  BT/ 


OBSERVATIONS 


Those  who  have  hijacked  the  term  "compassion" 
for  political  purposes  betray  an  appalling 
lack  of  it. 

Gold 

compassion 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


"Compassion"  has  become  one  of  a 
growing  number  of  politicized  words 
(like  "access"  or  "diversity")  whose 
meaning  has  been  corrupted  beyond 
redemption.  Nowhere  is  there  more 
cruel  indifference  to  the  fate  of  flesh- 
and- blood  human  beings  than  among 
the  hawkers  of  compassion  when  they 
talk  about  babies,  born  and  unborn. 

The  very  phrase  "unborn  babies" 
has  been  driven  from  the  language  by 
the  intelligentsia  of  the  media  and 
academia,  who  have  replaced  it  with 
the  bloodless  and  detached  word  "fe- 
tus." The  success  of  this  desensitiza- 
tion  campaign  may  be  judged  by  how 
many  of  us  were  shocked  to  learn 
from  the  medical  movie  The  Silent 
Scream  that  what  happens  in  an  abor- 
tion is  not  the  surgical  removal  of 
some  little  blob  of  cells  but  the  painful 
dismemberment  of  a  struggling  hu- 
man being,  attempting  in  vain  to  flee 
from  the  fatal  instruments. 

Those  who  most  loudly  proclaim 
"the  public's  right  to  know"  are  no- 
where to  be  seen  when  it  comes  to  the 
public's  right  to  know  that.  Indeed, 
i strenuous  efforts  are  made  to  prevent 
this  movie  from  being  shown.  In  po- 


litically correct  Palo  Alto,  home  of 
Stanford  University,  a  mere  descrip- 
tion of  the  process  was  edited  out  of  a 
newspaper  column  on  the  subject. 

It  is  not  just  that  the  reality  of 
abortion  is  a  little  too  strong  for  some 
stomachs.  Even  less  emotionally  tax- 
ing issues  like  adoption  reflect  a  very 
similar  vision  of  the  world  in  which 
babies  are  to  be  dealt  with  according 
to  ideology  and  expediency. 

Perhaps  the  most  gross  form  of  this 
vision  is  shown  in  laws  and  policies 
against  trans-racial  adoption.  These 
laws  and  policies  not  only  keep  many 
minority  children  needlessly  lan- 
guishing in  orphanages  or  in  a  series 
of  transient  foster  homes  when  there 
are  couples  ready  to  adopt  them; 
courts  and  bureaucracies  actually  drag 
these  children  in  tears  from  the  only 
homes  they  have  ever  known,  when 
those  homes  are  with  non- minority 
families. 

Shattering  the  lives  of  little  2-  and 
3-year-old  toddlers  means  nothing  to 
the  social  welfare  bureaucracies  or  to 
the  academic  and  media  ideologues 
who  come  up  with  fancy  theories 
about  the  need  to  maintain  cultural 
identity.  Sometimes  there  is  also  a 
parade  of  speculative  horrors  to  be 
feared  from  the  adoption  of  minority 
children  by  white  couples.  Yet  actual 
studies  of  children  adopted  across  ra- 
cial lines  tail  to  turn  up  these  horrors, 
and  these  youngsters'  I.Q.'s  are  typi- 
cally higher  than  those  of  minority 
children  raised  by  their  own  parents. 

Even  aside  from  adoptions  across 
racial  lines,  there  is  ideological  oppo- 
sition to  adoption,  as  such.  A  recent 
issue  of  National  Review  details  me- 
dia campaigns  against  adoption  in 
publications  ranging  from  the  New 


York  Times  to  Playboy. 

To  the  critics,  adoption  is  not  a 
"solution"  because  it  has  potential 
problems.  Children  may  be  abused  by 
adoptive  parents,  or  feel  second-class, 
or  the  parents  may  feel  ambivalent,  or 
the  original  mother  may  find  herself 
being  tracked  down,  decades  later,  by 
the  child  she  put  up  for  adoption. 

Of  course  adoption  is  not  a  solu- 
tion. Neither  is  anything  else  in  life. 
In  the  real  world,  there  are  only 
trade-offs. 

Adoption  has  worked  out  fine  for 
all  sorts  of  people,  from  President 
Gerald  Ford  to  black  scientist  George 
Washington  Carver,  who  was  raised 
by  a  white  couple.  But  of  course 
adoptions  do  not  always  work  out 
fine,  just  as  things  do  not  always  turn 
out  fine  when  people  are  raised  by 
their  biological  parents. 

At  the  heart  of  the  opposition  to 
adoptions,  or  to  anything  that  would 
tend  to  discourage  abortions,  is  the 
notion  that  children  are  expendable 
when  they  inconvenience  adults. 
Anyone  who  has  ever  raised  children 
knows  that  inconvenience  is  their 
middle  name — and  anyone  who  can 
look  back  on  his  own  childhood  hon- 
estly knows  that  he  was  at  least  an 
inconvenience,  if  not  a  real  pain,  to  his 
parents  on  many  occasions. 

All  that  goes  with  the  territory — 
that  is,  with  a  universe  we  did  not 
make,  having  constraints  we  cannot 
escape,  and  offering  only  trade-offs, 
however  much  the  intelligentsia  and 
the  politicians  proclaim  "solutions." 

The  ultra-rationalistic  world  of  the 
anointed,  where  traditional  ties  and 
mores  have  been  dumped  into  the 
dustbin  of  history,  is  the  real  goal, 
whether  the  specific  issue  is  sex  educa- 
tion, euthanasia  or  adoption. 

The  problem  is  not  that  some  peo- 
ple think  this  way.  The  problem  is  that 
other  people  not  only  take  them  seri- 
ously, but  allow  them  to  intimidate  us 
with  their  pretense  of  special  knowl- 
edge and  insight,  despite  a  record  of 
failed  theories  that  goes  back  at  least  a 
generation,  leaving  a  trail  of  social 
wreckage  from  declining  educational 
standards  to  rising  rates  of  crime,  drug 
usage  and  suicide. 

Worst  of  all,  we  let  them  appropri- 
ate the  word  compassion,  for  use  as  a 
political  lever,  when  so  many  of  their 
actions  betray  their  utter  lack  of  it.Bl 
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You've  got  to  sell  lots  of  potatoes  to  be  worth 
$500  million.  The  McCains  of  Canada's  remote 
New  Brunswick  sell  lots  of  potatoes. 

What's  yours 
is  mine 


By  Toddi  Gutner 

Potatoes  are  nutritious  and 
cheap,  but  they  are  scarcely  the  sort  of 
commodity  you  would  expect  to 
build  a  global  fortune  on.  That  is, 
unless  your  name  is  McCain.  The 
McCain  family  of  Canada  is  the 
world's  french  fry  king.  Last  year  they 
sliced,  froze  and  otherwise  processed 
more  than  2.5  billion  pounds  of  pota- 
toes for  frying.  Wholly  owned  and 
managed  by  the  family  in  Florence  - 


ville,  New  Brunswick,  McCain  Foods 
Ltd.  grossed  $2.4  billion  last  year, 
almost  half  from  french  fries,  and 
netted  a  probable  $45  million. 

Order  fish  and  chips  in  London  or 
pommes  frites  in  Paris,  and  there  is  a 
very  good  chance  you  are  putting  a 
few  more  pennies  into  the  McCain 
pocket.  Enough  pennies  have  already 
flowed  there  that  the  family  is  worth 
about  a  half- billion  dollars. 


McCain  Foods'  Michael  McCain 
A  fortune  from  french  fries. 


But  the  McCains  want  more  pen 
nies  from  the  U.S.  If  you  order  frencl 
fries  in  the  U.S.,  you  probably  won' 
get  a  McCain  product.  Here  the  mar 
ket  is  dominated  by  J.R.  Simplot 
ConAgra's  Lamb- Weston  and  H.J 
Heinz's  Ore-Ida.  McCain  has  onb 
11%  of  the  over  $2  billion  U.S.  mar 
ket.  In  1992  McCain  Foods  lost  ai 
estimated  $10  million  on  its  U.S 
operations.  That  doesn't  sit  well  witl 
this  hard-driving  family. 

Michael  McCain,  34,  a  son  of  om 
of  the  company's  founders,  is  deter 
mined  to  get  a  bigger  chunk.  Sino 
becoming  head  of  McCain  Foods 
U.S.  operations  in  October  1990 
he's  made  plenty  of  waves.  Last  sum 
mer  he  cut  prices  about  10%  on  fane 
french  fries — seasoned,  battered  an< 
shaped — from  50  cents  a  pound. 

McCain  is  relatively  new  to  thi 
fancy  fry  in  the  U.S.;  the  bulk  of  it 
business  here  is  in  the  low-profit  plaii 
fry.  The  fancy  fries  are  the  high-teel 
side  of  the  business.  While  mos 
french  fries  sold  in  the  U.S.  by  chain 
like  McDonald's  are  the  plain  kind 
fancy  french  fries  are  a  specialty  a 
places  like  Arby's  and  Hardee's.  Giv 
en  the  American  public's  growinj 
taste  for  spicy  things,  the  fancy  frie 
are  probably  where  the  growth  wil 
be.  There's  good  money  in  this  prod 
uct.  While  they  cost  a  bit  more  t( 
produce,  they  sell  at  as  much  as  45° 
more  than  the  conventional  product 

Mike  McCain's  price  war  strateg 
was  subtler  than  it  seemed.  He  force< 
down  profit  margins  on  the  seasonet 
product  from  10%  to  a  measly  6%.  S< 
long  as  his  competitors  had  most  o 
the  specialty  market  with  its  highe 
margins,  they  could  afford  to  squeezi 
McCain  in  the  conventional  market 
where  it  derived  the  bulk  of  its  sales 
No  longer.  While  the  price  of  th< 
fancy  product  has  dropped,  the  prici 
of  the  plain  product  has  risen,  up  fron 
about  26  cents  a  pound  last  fall  to  3^ 
cents  a  pound.  In  the  first  half  of  199; 
McCain's  U.S.  potato  business  wa 
profitable,  says  Michael  McCain 
Thus  he  has  price-cut  his  way  to  prof 
itability.  Neat,  eh? 

Mike  McCain  learned  the  potatc 
business  at  the  feet  of  nis  father,  Wal 
lace,  and  his  uncle,  Harrison,  them 
selves  sons  of  an  international  see< 
potato  exporter.  The  brothers  toda] 
share  the  title  of  chief  executive.  The^ 
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started  as  employees  of  New  Bruns- 
wick's timber  and  oil  billionaire  K.C. 
Irving.  They  opened  their  first  potato 
processing  plant  in  1957  in  their 
hometown  amid  the  vast  potato  fields 
of  that  remote  province. 

Shrewd  marketers,  the  brothers 
didn't  tackle  the  big  U.S.  producers 
head-on.  They  concentrated  on  Eu- 
rope instead,  where  the  market  was 
undeveloped.  At  first  they  exported 
Canadian  potatoes,  but  as  the  busi- 
ness grew  they  acquired  local  facilities 
and  bought  local  product. 

Today  McCain  has  50  production 
facilities  in  nine  countries,  including 
Japan,  New  Zealand  and  Australia.  It 
churns  out  frozen  french  fries,  din- 
ners, vegetables,  desserts,  pizzas  and 
juices.  Estimates  are  that  Europe  gen- 
erates as  much  as  45%  of  sales;  Canada 
and  the  U.S.  generate  perhaps  25% 
and  20%,  respectively. 

If  there  is  a  secret  to  making  a  good 
profit  from  this  commodity  business, 
it  is  in  cost  control.  It  is  probably 
significant  that  the  McCains'  roots  lie 
in  a  poor,  hardscrabble  part  of  the 
world.  "I  have  never  worked  for  a 
company  where  costs  are  so  well  iden- 
tified and  controlled,"  says  a  former 
McCain  U.S.  executive. 

There  was  nothing  subtle  about 
McCain's  expansion  in  the  U.S.  mar- 
ket. It  grabbed  market  share  by  un- 
dercutting competitors  who  lacked 
McCain's  geographical  diversifica- 
tion. Its  first  U.S.  plant  was  in  Maine. 
In  1988  the  McCains  purchased  two 
others  in  Washington  State  and  South 
Dakota.  McCain  now  gets  25%  of  its 
U.S.  business  from  the  prized  nation- 
al food  chains.  "That's  up  from  zero 
three  years  ago,"  says  Michael 
McCain. 

Impressed  by  the  job  his  son  Mi- 
chael has  done  in  the  U.S.,  Wallace 
McCain  reportedly  wants  to  anoint 
him  as  heir  apparent.  But  Harrison 
has  five  children  and  may  want  one  of 
them  to  have  a  shot  at  the  top.  So 
succession  is  a  potential  problem 
here,  one  that  won't  be  settled  easily 
in  a  family  as  stubborn  and  driven  as 
this  one. 

For  if  the  McCains  sound  tough, 
it's  because  they  are.  "The  family  has 
a  very  simple  attitude  toward  the 
competition,"  another  former  execu- 
tive says.  "It's  'What's  mine  is  mine, 
what's  yours  is  mine.'  "  HB 


A  Forbes  article  blew  the  lid  on  a  billion-dollar  grocery 
scam,  but  not  before  the  scamsters  had  separated  some 
smart  people  from  a  great  deal  of  their  money. 


"If  you  are  in 
we  are  in" 


5 


By  Matthew  Schifrin 

Miami  attorney  Larry  Sazant  must 
rue  the  day  in  early  1988  when  he  was 
introduced  to  Kenneth  Thenen.  Up 
to  that  day,  Sazant  was  a  prominent 
lawyer  in  both  Canada  and  the  U.S. 
and  enjoyed  a  lofty  reputation.  Now 
he  is  being  sued  by  clients,  and  his 
reputation  is  in  tatters. 

What  brought  Sazant  down  was  the 
apparent  lure  of  big 
money  easily  made. 
The  lure  was  bran- 
dished by  Thenen  and 
his  partner  Daniel 
Morris,  two  slick  deal- 
makers  who  lived  lav- 
ishly. Thenen  drove 
around  in  a  $200,000 
Ferrari  and  Morris 
owned  a  competition 
racing  boat.  Thenen 
shuttled  his  executives 
around  the  globe  in  a 
corporate  jet,  be- 
longed to  a  good  coun- 
try club  and  talked  a 
sophisticated  line  of  fi- 
nancial jargon. 

Thenen  told  Sazant 
about  his  company,  bm 
Premium  Sales  Corp. 
Premium  was  in  the  business  of  di- 
verting— secretly  arbitraging  in  food 
and  other  goods  to  profit  from  price 
differentials  given  by  manufacturers 
to  different  retailers  and  wholesalers 
domestically  and  internationally.  Pre- 
mium would  arrange,  say,  to  buy 
truckloads  of  discounted  dog  food 
from  supermarkets  in  California  and 
flip  them  at  a  profit  to  stores  in  the 
Southeast.  Thenen  and  others 
claimed  Premium  was  earning  a  45% 
annual  return. 


Premium  Sales'  Ken  Thenen 
Money  launderers'  tool? 


Won  over,  Sazant  persuaded  rela- 
tives, friends  and  business  associates 
to  invest  $150  million  in  Premium 
partnerships.  Interviewed  for  an  earli- 
er article,  Sazant  told  Forbes  about 
his  money-raising  for  Thenen,  saying: 
"They  [the  investors]  said,  'Larry,  if 
you  are  in,  we  are  in.'  " 

The  Forbes  article,  in  our  issue  of 
May  10,  reported 
something  that  many 
of  Premium's  limited 
partners  didn't  know: 
that  Thenen  and  Mor- 
ris had  disreputable 
pasts.  Both  had  a  histo- 
ry of  failed  businesses 
and  unpaid  debts. 

Alarmed,  some  in- 
vestors demanded  an 
audit.  Premium  re- 
fused to  comply  and 
eventually  it  revealed 
that  almost  all  of  its 
"profits"  were  fiction- 
al. Investors  claimed 
they  were  owed  $515 
million,  but  the  com- 
pany had  only  $89  mil- 
lion in  assets  on  its 
books.  Where  had  the 
rest  gone?  One  theory  is  that  Thenen 
had  been  paying  off  investors  with  the 
proceeds  of  new  offerings  in  a  Ponzi 
scheme. 

The  audit  kiboshed  a  $100  million 
private  placement,  and  the  Ponzi 
chain  collapsed.  Premium  is  now  in 
receivership,  and  the  Securities  &  Ex- 
change Commission  has  charged  it 
and  its  offshoots  with  defrauding  in- 
vestors of  some  $425  million. 

Regulators  seized  the  company  on 
June  9.  They  found  that  Premium's 
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Premium  Sales 


core  diverting  business  was  $200  mil- 
lion, one  tenth  of  the  $2  billion  it 
claimed  to  be  trading.  Its  impressive 
high-tech  trading  operation  in  North 
Miami  was  mostly  a  front  used  to 
impress  wealthy  investors. 

Wealthy  suckers  is  more  like  it. 
Among  the  1,000  plus  investors  in 
Premium  Sales  w  ere  dozens  of  mem- 
bers of  Montreal's  Elmridge  Country 
Club  and  North  Miami's  Turnberry 
Isle  Resort,  where  Thenen  was  a 
member.  The  investors  include  Cana- 
dian supermarket  chain  heiress  Mit/i 
Steinberg  Dobrin  and  the  former 
president  of  her  family's  supermarket 
operations,  Irving  Ludmer;  Miami 
Jockey  Club  developer  Martin  Mar- 
golies;  Turnberry  Savings  &  Loan's 
former  chairman  Jerome  Stern.  One- 
time New  York  Yankees  baseball  star 
Joe  DiMaggio  is  even  said  to  have 
invested. 

Quebec's  Molson  brewing  family 
was  on  the  edge  of  coming  in  when 
members  learned  of  the  FoRBKS  arti- 
cle. They  pulled  out  at  the  last  minute. 

Cone  with  Larry  Sazant's  credibil- 


ity is  more  than  $400  million.  Promi- 
nent Montreal  and  south  Florida  ac- 
countants and  attorneys  who  promot- 
ed the  deals  to  their  clients  (taking 
inter  alia  up  to  one  third  of  the  re- 
turns in  fees)  are  reeling. 

In  an  effort  to  recoup  clients' 
losses,  lawyers  are  on  the  prowl  for 
deep  pockets.  A  fraud  and  racketeer- 
ing lawsuit  has  been  launched  against 
buyers  from  Albertson's,  Fleming 
Cos.  and  Vons  who  were  allegedly  set 
up  by  Premium  to  confirm  bogus 
transactions  to  inquiring  Premium  in- 
vestors. Mark  McCain,  son  of  Albert 
son's  former  chairman,  Warren 
McCain,  was  the  key  contact  Premi- 
um had  with  Albertson's. 

One  company  financing  Premium 
that  is  so  far  unscathed  is  Arlington, 
Va. -based  Allstate  financial  Corp., 
which  factors  trade  receivables.  Pub 
liclv  traded  Allstate  formed  a  subsid- 
iary— which  at  times  committed  as 
much  as  $1.5  million — to  finance  the 
trades  of  Premium  and  its  offshoots. 
Allstate's  61-year  old  chief  executive 
and  cofounder,  Leon  Fishman,  lives 


in  the  same  posh  North  Miami  Bead 
area  as  Ken  Thenen  and  played  tenni 
with  him.  Fishman  has  been  financing 
Thenen 's  companies'  receivable 
since  early  1987,  even  before  Premi 
um  Sales  was  formed.  Fishman  isn' 
commenting. 

In  a  sense,  many  of  Thenen's  vie 
tims,  including  Sazant,  have  no  one  t( 
blame  but  themselves.  Had  they  beei 
even  routinely  suspicious,  they  migh 
have  kept  their  checkbooks  in  thei 
pockets  when  they  dealt  with  Thenen 

The  FBI  was  apparently  watchinj 
Thenen's  operation  for  some  time 
The  feds  learned  the  company  rou 
finely  kept  $100,000  in  cash  on  ham 
and  shredded  documents  regularly 
Most  of  its  business  was  transactec 
through  cash  wire  transfers,  and  man; 
small  packages  were  sent  around  th 
globe,  including  to  company  office 
in  Puerto  Rico,  Panama  and  Europe 
Premium  and  its  many  offshoots  alsc 
maintained  more  than  100  bank  ac 
counts,  some  in  places  like  the  Cay 
man  Islands  and  Switzerland. 

To  law  officers  this  smells  of  inter 
national  money  laundering.  It  wa 
clearly  not  the  stuff  of  a  low-margii 
food  business.  Was  Thenen  involvec 
in  money  laundering  as  well  as  in  I 
Ponzi  scheme?  Could  be.  Creating  . 
paper  trail  is  crucial  to  making  illici 
funds  appear  legitimate.  In  the  firs 
five  months  of  1993,  Premium  di< 
under  $100  million  in  actual  business 
but  through  a  separate  computer  sys 
tern  generated  more  than  $1  billion  it 
false  invoices. 

Investigators  are  probing  a  link  be 
tween  Premium's  top  executives  anc 
Panamanian  reputed  arms  dealer  anc 
close  Noriega  associate  Jorge  Krup 
nik.  (Noriega  hid  for  a  time  at  Krup 
nik's  luxurious  house  when  the  U.S 
Marines  were  seeking  him  on  drug 
related  charges  during  the  1989  rak 
on  Panama.)  So  far,  no  criminal  o 
money  laundering  charges  of  any  sor 
have  been  filed  against  anyone  in 
volved  w  ith  Premium.  They  may  nev 
cr  be.  For  one  thing,  Premium  wen 
to  great  lengths  to  conceal  its  transac 
tions  even  from  its  own  employees. 

At  any  rate,  the  whole  affair  tells  u: 
a  lot  about  suckers.  The  only  seemirjj 
difference  between  the  sophisticatec 
suckers  and  the  naive  ones  is  that  tht 
smart  ones  get  hooked  by  banks  o 
computers  and  arcane  schemes.  ■ 
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hoto:  The  Magnificent  3rd  Hole  at  the  Mauna  Kea  Beach  Hotel  Golf  Course 
Site  of  the    199  3   SkyTel  U.S.   Corporate  Golf  Championship  National  Final 
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The  SkyTel™  U.S.  Corporate 
Golf  Championship 


Presented  by  Forbes  and  Golden  Bear  International 


by  David  Gould 


In  Atlanta,  there  was 
the  aura  of  Curtis 
Strange  and  his 
masterful  clinic.  In 
Phoenix,  there  was  the 
brilliant  sun;  in  Chicago, 
the  fierce  wind.  In  Fort 
Worth,  a  last-minute 
turnabout.  And  in 
Atlantic  City,  the  I  digest 
regional  field  of  all 
pushed  the  pressure  gauge 
well  past  its  red  line  — 
to  a  final,  full  unleashing 
of  the  competitive  energy 
among  business  leaders  that  has  come  to 
symbolize  this  inaugural,  and  long-overdue, 
playing  of  a  national  corporate  golf 
championship. 

We  live  in  a  global  corporate  \  illage  that 
hustles  with  the  constant  truck-and-barter 
of  commerce.  Amid  the  market-town 
clamor,  golf  has  become  a  village  green, 
there  at  the  center  to  soothe  and  unify  us. 
Golf  allows  business  people  to  square  off 
and  compete  in  a  ritual  manner,  strength- 
ening partnerships  and  easing  differences. 
No  other  formal  activity  rivals  business 
golf  as  a  means  of  establishing  trust. 

Of  course,  this  village's  main  thorough- 
fare runs  two  ways:  Golf  without  corpo- 
rate involvement  would  be  a  mere  shad- 
ow of  the  big-league  spectacle  it  is  today. 
Professional  players  would  still  drive  in 
pre-dawn  caravans  from  motor  inn  to 
motor  inn.  Gourses  for  major  events 
would  have  spotty  fairways  and  flimsy 
grandstands,  and  the  tournaments  them- 
selves would  receive  minimal  coverage 
on  the  airwaves.  Charitable  organizations 


Hundreds  were  called,  but  only  60  players  qualified  for  the 
SkyTel  final.  Harris  Corp.'s  Phil  Farmer,  shown  above  in  a  smooth 
follow-through,  is  one  who  made  the  cut. 


would  operate  without  benefit  of  their 
cornerstone  fundraising  events. 

Yet,  for  all  the  corporate  presence  in 
golf  —  for  all  the  client  outings  and 
company  scrambles  and  off-site  work- 
play  meetings  that  pepper  the  busi- 
ness calendar  —  no  one  has  ever  said: 
"Stop  the  music,  let's  see  who's  got 
the  best  foursome  of  corporate  golfers 
in  America." 

Until  now,  that  is. 

Now  all  the  social  and  competitive 
traditions  of  business  golf  have  been 
poured  into  a  single  crucible  to  benefit 
a  long  list  of  designated  charities.  This 
unique  event,  the  first  annual  SkyTel 
I  S.  Gorporate  Golf  Championship 
presented  by  FORBES  and  Golden 
Bear  International,  held  five  regional 
qualifying  tournaments  this  spring  — 
producing  15  finalist  foursomes  that 
will  compete  at  the  36-holc  national 
final  on  September  9-1 1  at  the  Mauna 
Kea  Beach  Hotel  in  Hawaii. 

It's  fitting,  of  course,  that  the  title 


sponsor  of  this  event, 
SkyTel,  is  a  company 
whose  technical  and 
marketing  prowess  ha; 
rapidly  made  wireless 
messaging  the  latest 
essential  tool  for  globa 
communications.  Indeec 
at  the  five  qualifying 
tournaments,  players 
were  provided  with 
SkyTel's  SkyWord* 
text-messaging  receiver 
which  flashed  news  of 
competitors'  birdie  and 
bogey  streaks,  heightening  the  tourna- 
ment drama. 

That  drama  now  builds  to  a  crescendo, 
as  the  15  qualifying  teams,  featured  on 
the  following  pages,  prepare  for  the  final 
challenge  in  Hawaii. 

In  the  meantime,  SkyTel  would  like  to 
thank  all  who  contributed  to  the  great  suc- 
cess of  this  championship's  inaugural  sea- 
son, namely  the  FORBES  5()()s  corpora- 
tions and  tournament  sponsors  that  sent 
four-player  teams  to  one  of  five  regional 
qualifying  sites;  the  tournament  sponsors, 
whose  messages  you  will  see  advertised  or 
these  pages;  and  Golden  Bear  Internation; 
and  FORBES,  whose  efforts  produced  a 
smoothly  run  event  at  each  site.  Thanks 
also  go  out  to  the  energetic  professional 
staffs  at  the  five  wonderful  golf  facilities 
where  the  qualifying  events  were  held. 

Look  for  results  of  the  championship's 
national  final  in  the  November  8,  1993 
issue  of  FORBES.  And  look  for  your  owi 
invitation  to  compete  for  the  top  prize 
next  \ear! 


The  SkyTel  System  makes  it  possible  to  do  business  across  multiple 
time  zones.  And  some  days  it  feels  like  you've  been  through  most 
of  them.  Spread  across  the  country  or  around  the  globe, 
your  team  can  retrieve  voice  messages  (toll-free  in  many 
places)  on  the  run.  Everybody  gets  the  word  where  they 
need  it,  when  they  need  it.  You  can  even  send  text  messages 
and  computer  data  from  a  desktop.  Across  North  America  or  as 
far  away  as  Hong  Kong— within  minutes.  No  matter  what  time  zone 
you  find  yourself  in,  the  SkyTel  System  can  help  you  stay  in  the  loop. 
To  talk  about  what  SkyTel  can  do  for  your  company,  call  us. 


1-800-456-3333  ext.  0  4  2  4. 

©199!  SkyTel 
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The  Southeastern  Regional  Championship 


Country  Club  of  the  South,  Alpharetta,  Georgia,  May  1  O,  1993 


Even  Big 
Hitters  Get 
The  Jitters 


Sky  Tel  U.S.  Corporate  Golf  Cham- 
pionship rules  designate  3-over-par 
gross  as  the  maximum  score  on  any  hole. 
Standing  on  the  16th  tee  of  the  elegant 
Country  Club  of  the  South  in 
Alpharetta,  Ga.,  poor  Charlie  Thwaite,  a 
First  VP  of  Trust  Company  Bank  in 
Atlanta,  faced  up  to  the  grim  fact  that 
his  round  had  begun  triple-bogey, 
triple-bogey  and  he  now  stood  6-over. 
Fortunately,  First  VP  Denny  Wigbels, 
his  TrustCo  colleague  and  playing 
partner,  spied  a  beverage  wagon  zip- 
ping down  the  cart  path.  "Charlie," 
Wigbels  said,  hailing  the  cart,  "I  think 
you  should  drink  a  beer  right  now." 

Thwaite,  a  15-handicap,  followed 
doctor's  orders  and  proceeded  to  lose 
only  six  more  strokes  to  par  over  his  final 
16  holes.  Thwaitc's  individual  gross 
score  of  84  combined  with  an  83  for 
Wigbels  (playing  at  13)  to  anchor 
TrustCo's  first-place  score  of  290,  a  mere 
2-over  net,  under  perfect  weather  condi- 
tions at  the  Southeastern  Regionals  of 
•  he  SkyTel  tournament.  Comrades  First 


VP  Mac  Ralls  and  Group  VP  Sid  Lane, 
paired  in  another  foursome,  played  with- 
in a  few  strokes  of  their  respective  handi- 
caps (27  and  25)  to  help  secure  TrustCo 
a  trip  to  the  Mauna  Kea  Beach  Hotel 
resort  and  the  national  SkyTel  finals. 
Their  designated  charity,  the  American 
Cancer  Society,  was  presented  with  a 
$3,000  check  on  TrustCo's  behalf. 

Like  the  other  75  players  who  braved 
the  roller-coaster  contours  of  this 


fet  plate  of  salmon  with  capers,  but  the 
only  thing  he  could  taste  was  his  near 
hole-in-one  on  the  Cadillac  giveaway 
hole.  "My  6-iron  was  on  the  flag  the 
whole  way,"  Griffin  winced.  "I  think  it 
grazed  the  flagstick...a  Seville  STS... 
Northstar...32-valve  engine...."  Across 
the  table,  Sr.  VP  Andy  McKenna  peered 
at  the  team's  combined  scores,  lament- 
ing: "We're  not  going  to  Hawaii;  we  are 
not  going  to  Hawaii." 


Curtis  Strange  on  the  range:  An  awesome  display. 


impressive  Jack  Nicklaus  layout, 
Thwaite  would  not  admit  to  first-tee  jit- 
ters. Candor  did  emerge  during  the  post- 
match  reception,  where  there  was  no 
shortage  of  gtimacing  disappointment 
among  competitors  edged  out  for  team 
or  individual  honors.  VP  Ron  Griffin  of 
the  Home  Depot  team  nibbled  at  a  buf- 


Gary  Moorhead's  frustration  involved  a 
wonderful  Omega  Seamaster  120  18- 
karat  gold  watch  that  his  finely  crafted 
gross  score  of  73  nearly  won  him. 
Cadillac's  Moorhead,  who  plays  to  a  3- 
handicap,  missed  out  on  the  Seamaster 
by  only  one  shot.  As  usual,  a  flock  of 
missed  four-footers  and  five-footers 


A  Ryder  Full  Service  Lease 
will  prevent  you  from 
driving  into  the  traps. 

Owning  your  own  trucks  is  no  day  at  the  club. 
But  with  a  Ryder  Full  Service  Lease,  you  can  improve 
customer  service  and  reduce  costs.  You'll  get  cus- 
tomized trucks  and  extra  or  loaner  vehicles  if  you 
need  them.  Plus  a  preventive  maintenance  plan  and 
a  competitively  priced,  comprehensive  fuel  program. 

To  learn  how  transportation  can  improve  your 

business,  call  1-800-RYDER-OK,  ext.  103,  for  a  free 

brochure  and  a  "Lease  Versus  Own  Analysis."  And  take 

a  lesson  or  two  from  the  pros.  KYOER 

1-800-RYDER-OK 

©1993  Ryder  Truck  Rental,  Inc  A  Ryder  System  Co  Ryder  is  an  equal  opportunity  employer 
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were  the  focus  of  Moorhead's  brief  soul- 
searching,  which  he  soon  gave  up  in 
favoi  of  team  happiness  over  Cadillac's 
third-place  finish  at  9-over  297. 


1st  Place:  Trust  Company  Bank 
l-r:  SkyTel's  Ray  O'Brien, 
Sid  Lane,  Mac  Ralls,  Denny 
Wigbels,  Charlie  Thwaite 


Going  for  the  gusto:  Jack  Critchfield, 
Dave  Kuzma,  Jeff  Heinicka  and  Bob  Ramey 
of  Florida  Progress  Corp. 

Steadied  by  Moorhead  and  the  wily 
4-handicap,  Ralph  Meyer,  Cadillacers 
Bobby  Thigpen  and  Krnie  Hodge 
labored  through  their  respective  off-days 
to  help  assure  a  trip  to  Hawaii  for  the 
finals  (and  a  donation  of  $1,000  to  the 
PGA  Junior  Golf  Foundation).  Another 
close-but-no-cigar 
story  centered  on 
Hodge,  one  of  the 
field's  snappiest 
dressers,  who  came 
within  a  few  feet  of 
the  longest-drive 
prize  on  No.  9. 
Wigbels,  who 
played  in  the  same 
group,  sympathized 
with  I  lodge  when 
the  winner  was 
announced,  telling 
him:  "It's  a  shame, 
Ernie,  especially 
since  that  was  the 
only  fairway  you  hit 
all  day."  Ken  Ray, 
Sr.  VP  at  AFLAC,  an 
impressive  3-handi- 
capper  who  plays  out 
of  Green  Island  C.C.  in  Columbus,  Ga., 
had  enough  power  to  narrowly  win  the 
longest-drive  prize. 

I  Iarris.Corp.,  a  well-oiled  four-man  golf- 
ing machine,  took  second  place  and  will 
have  to  be  watched  in  the  finals. 
Chairman/CEO  jack  I  I.irtley,  a  member 
of  John's  Island  Club  in  !•  lorida,  has  the 

earing  and  ease  of  an  experienced  club 

ilfei  who  plays  best  when  it  counts. 

i    ilcN .  who  stated  that  his  team  "kept 


2nd  Place:  Harris  Corp. 
l-r:  SkyTel's  Ray  O'Brien, 
Phil  Farmer,  Jack  Hartley, 
Bob  Sullivan,  Al  Henry 


relaxed  and  kept  on  try  ing,"  also  loves  the 
Mauna  Kea  course,  having  played  it  as  a 
resort  guest  many  times.  Teamed  with 
I  lartlcv  in  Atlanta  was  I  larris's  President, 
Phil  Farmer,  who  plays  his  golf  at 
Lake  Nona  in  Orlando  and  shot  an 
(SI  against  his  handicap  of  nine. 
I  lartley  and  Farmer,  the  strategists, 
2    got  all  sorts  of  firepower  our  of  team- 
mates Sr.  VP  Bob  Sulliv  an  and 
Sector  President  Al  Henry,  who  shot 
net  74  and  77,  respectively,  to  take 
second  place.  Their  $2,000  prize 
money  was  also  donated  to  the 
American  Cancer  Society. 
The  awards  ceremony  included  a  nod 
to  Warner  Neal,  a  tournament  director  at 
Executive  Sports,  who  won  a  gift  certifi- 
cate compliments  of  Arco  for  coming 
closest  to  the  pin  on  the  designated  hole. 
No.  5.  Neal's  marvelous  shot  to  the 
downhill,  par-3  fifth  sent  out  one  of  the 
early  bursts  of  news 
along  the  network 
of  SkyTel  pagers 
carried  by  tourna- 
ment participants. 

If  this  field  of 
amateurs  showed 
better  swing  tempo 
and  rhythm  than 
usual,  the  opportu- 
nity to  attend  a  cozy 
clinic  by  SkyTel 
spokesman  Curtis 
Strange  could  be 
the  reason.  The 
two-time  U.S.  Open 
champion  was 
impressive  in  his 
clinic  session,  hit- 
ting drives,  middle 
irons  and  short  pitch 
shots  right  at  his  tar- 
gets as  he  answered  the  executive  corps' 
rapid-fire  questions.  At  one  point,  dis- 
cussing trouble  shots,  Strange  pointed  to 
a  sign  two  feet  square,  70  yards  away  and 
20  feet  below  the  grade  he  was  hitting 
from  as  an  example  of  "something  the 
guys  on  tour  would  shoot  at  to  keep  the 
workout  fun."  Then  he  swung  his  6-iron 
and,  of  course,  hit  the  sign  with  a  loud 
thwock.  All  in  all,  a  day  worth  remember- 
ing, no  matter  what  score  you  shot. 


ATLANTA  HIGHLIGHTS: 
(from  top)  The  field  hears  the  grI 
rules:  Coca-Cola's  foursome  lun| 
lightly;  John  Meis  of  Cross  Cr| 
saves  one  from  the  bunker;  Trus4 
Sid  Lane  resorts  to  body  Englii 
Lane's  teammate,  Denny  Wigbe 

IN  LINE  TO  DINE;  JERRY  MaNZI  O 

Anacomp  holds  his  finish  and,  Bar 
left,  Harris  Corp.'s  Jack  Hart 
checks  the  wind  in  the  treetor 


When  gold  must  do  more  than  glitter 


Omega  Speedmaster  Automatic 
Men's  chronograph  with  moon  phase  in  18K  gold. 
Scratch-resistant  sapphire  crystal. 

Water  resistant. 
Swiss  made  since  1848. 


DAHNE  &  WEINSTEIN 

31  South  Calvert  Street  301-837-3132 
Green  Spring  Inn,  Falls  &  Greenspring  Valley  Roads  301-825-7710 
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OMEGA 

The  sign  of  excellence 
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The  Western  Regional  Championship 


Marriott's  Camelback  Inn,  Scottsdale,  Arizona,  May  17,  19 


93 
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UCCESS 


par-busting  score  in  all  five  Sky  Tel  cor- 
porate regionals,  a  23-under-par  265. 
Teets,  a  16-handicap,  managed  a  net  71, 
and  Bartoletti's  net  69  nudged  Dial 
toward  its  record  low  tally.  But  the  real 
damage  was  manufactured  by  Zwick, 


who  sunk  a  50-foot  natural  birdie  putt 
from  way  off  the  green  at  No.  12  on  his 
way  to  a  net  62,  and  Fassler,  whose  87 
gross  score  converted  to  a  10-under  net 
62.  Onlookers  agreed  that  Dial  Corp. 
had  chosen  the  perfect  charity  for  which 


Watching  his  woeful  drive 
on  the  first  hole  scuttle 
through  the  trees  toward  a  villa 
left  of  the  fairway,  Joe  Fassler 
must  have  wondered  how  much 
his  local  knowledge  of 
Camelback's  Indian  Bend 
course  would  really  be  worth  to 
his  Dial  Corp.  teammates.  A 
second  later,  seeing  his  ball 
carom  off  the  stucco  and  flash 
through  the  woods  out  to  the 
middle  of  the  fairway,  Div. 
President  Fassler  had  to  figure 
he  had  just  received  one  of  the 
greatest  membership  bounces  in  history. 
"Joe,  what  a  wonderful  kick,"  respond- 
ed Dial's  Chairman/CEO,  John  Teets, 
whose  serene  smile  never  faded. 

That's  how  the  day  went  for  Dial 
Corp.,  whose  foursome  of  Fassler, 
Teets,  Sr.  VP  Cerald  Zwick  and  VP 
Ermo  Bartoletti  carved  up  the  Indian 
Bend  course  like  a  cake  of  soap.  The 
Dial  execs  combined  to  record  the  most 


On  Camelback's  inviting  links,  Arco's  Lod  Cook  tracks  the  tee  shot  of 
teammate  steve  glovanisci,  while  dial's  john  teets  (center) 
and  Ray  Nakano  of  America  West  (right)  jig  their  putts  home. 


"NO  MATTER  HOW  GOOD  YOU  ARE,  YOU  HAVE  TO  KEEP  GETTING  BETTER 


IF  YOU  WANT  TO  STAY  A  WINNER.  LIKE  MY  CADILLAC  DE  VILLE!' 


"Cadillac  De  Ville  was  America's  number  one  luxury  car  when  I  started  on  the  TOUR  and 


is  still  number  one  today!  That's  because  it  keeps  getting  better  and  doesn't  rest  on  its  laurels. 


Believe  me,  Cadillac  and  I  know,  there's  one  thing  that  never  gets  old... and  that's  winning'.' 


Please  call  1-800-333-4CAD. 


LEE  TREVINO 
Senior  PGA  TOUR  Player  of  the  Year 

CADILLAC  DE  VILLE. 

CHANGING  THE  WAY  YOU  THINK 
ABOUT  AMERICAN  AUTOMOBILES. 
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to  play  their  brand  of  golf:  the  Make-A- 
VVish  Foundation. 

Touching  down  in  second  place  with 
the  far  more  reasonable  score  of  280  (-8) 


1st  Place:  The  Dial  Corp. 
l-r:  Joe  Fassler,  Ermo  Bartoletti,  SkyTel's 
Dave  Garrison,  John  Teets,  Gerald  Zwick 


was  America  West  Airlines,  whose  cap- 
tain, VP  Jim  Carr,  also  earned  an  Omega 
Seamaster  watch  for  his  individual  low- 
gross  score  of  73.  VP  Ray  Nakano,  play- 
ing with  Carr  and  listed  as  an  1 1 -handi- 
cap, made  up  for  Carr's  underpowered 
7-foot  birdie  bid  on  No.  10  by  curling  in 
a  3-footer  of  his  own  for  net  eagle  2.  VP 
Russ  Bleil  and  Sr.  VP  Tom  Burns  turned 
in  a  two-man  total  of  even-par  144,  with 
Bleil  playing  the  horse  at  net  66  and 
Burns  the  reluctant  rider  at  net  78. 
Stepping  up  to  receive  a  $2,000  check 
for  the  Mother  Teresa  Foundation,  Carr 
spread  his  arms  and  summed  up  the 
America  West  corporate  golf  philosophy: 
"We  fly  way  better  than  we  play." 

Finishing  one  shot  higher  in  third, 
playing  on  behalf  of  the  Special 


3rd  Place:  Novell,  Inc. 
l-r:  Jan  Newman,  Richard  King, 
SkyTel's  Dave  Garrison,  David 
Bradford,  John  Edwards 

Olympics,  was  the  networking  software 
firm  Novell  Inc.  Mindful  of  golf  s 
"inner  game,"  the  Novell  team  made  a 
point  of  shuffling  its  members  into  dif- 
ferent pairings  than  organizers  had  orig- 
inally selected,  thus  forming  the  classic 
twosome  of  David  Bradford  and  John 
Edwards.  Bradford,  the  5-handk  ap  Sr. 


VP/Gen.  Counsel,  sketched  out  a  gross 
77,  net  72  on  his  own  ball,  then  shrewd- 
ly coaxed  and  coached  a  net  69  out  of 
Exec.  VP  Edwards,  a  newcomer  to  golf 
who  was  listed  as  a  36  and 
could  have  shot  just  about 
anything.  That  opened  the 
door  for  Exec.  VP  Jan 
Newman  to  fire  his  desert-hot 
net  63  — featuring  a  five-hole 
stretch  on  the  back  side  in 
which  Newman  was  1-under 
gross.  A  5-over  net  77  for  VP 
Richard  King  rounded  out  the 
scoring  for  Novell  at  a  team 
net  of  7-under  281. 
Ah,  281.  It  was  a  mournful 
number  to  look  at  on  the  scoreboard  for 
fourth-place  Franklin  Resources,  which 
lost  its  Hawaii  invitation  by  a  single  shot 
when  it  rang  up  a  net  282.  "At  least  you 
guys  aren't  pointing  fingers,"  observers 


2nd  Place:  America  West  Airlines,  Inc. 
l-r:  Jim  Carr,  SkyTel's  Dave 
Garrison,  Russ  Bleil  (not  shown: 
Ray  Nakano,  Tom  Burns) 

mentioned,  as  Franklin  players  sat  glumly 
amid  a  litter  of  cocktail  napkins.  "We 
don't  have  to  actually  point,"  replied  VP 
John  Phillips  (4-under  net  on  his  own 
ball)  as  he  grinned  forgivingly  at  fellow  7- 
handicapper  VP  Kent  Strazza  (2-over  net), 

Arco  finished  out  of  the  money  at  292 
but  topped  the  field  sartorially.  Team 
members,  resplendent  in  tri-tone  leather 
classic  golf  shoes  from  the  Camelback 
Golf  Shop,  competed  in  dashing  red-and 
gray  outfits.  However,  the  team-uniform 
gambit  paid  off  a  little  better  for 
International  Game  Technology,  whose 
Sr.  VP/Gen.  Counsel  Ray  Pike  won  the 
Arco-sponsored  closest-to-the-pin  prize, 
and  whose  Sr.  VP  Dean  McClain  won 
the  drawing  for  a  Cross  Creek  golf  outfit. 
The  Ryder  longest-drive  contest  was 
won  handily  by  Div.  Exec.  VP  John 
Mooney  of  PacifiCorp,  who  E-mailed  his 
tee  shot  on  No.  17  a  full  320  yards. 


SCOTTSDALE  SCRAPBOOK: 
(from  top)  Int'l.  Game  Technolc 
Iposes  in  purple;  America  West'rs 
Frei  try  the  wings;  Ed  McVey  fol 
through  for  Franklin  Resourc 
PacifiCorp's  Paul  Lorenzini  s\p 
a  putt;  Tom  Burns  of  America  W 
hits  a  wedge;  Arco  accepts  its  b 
dressed  award;  Bob  Lane  of  Wesi 
Bancorp  plays  the  break;  Frank 
Resources  players  check  in. 


THERE'S  NOTHING  WE  RESPECT  MORE 
THAN  PERFECT  FLIGHTS. 


Whether  you  call  it 
talent,  whether  you  call  it  skill 
or  natural  ahility,  there  is 
something  more  that  enahles 
pros  to  consistently  excel.  It's 
their  dedication  to  perfection. 

At  America  West,  this 
same  dedication  has  enahled  our 
airline  to  excel. 


Alhuqucruuc  «  Atlanta  •  Au«l 
.nJ  Junction  •  Hou.lon  .  Ka 

RlmSprinp  •  Pk 


it  Airline. 


more  •  Bo.lon  •  Bullhead  Cit,  •  Burt.nt  • 
dty  -  Kingman  •  Lahe  Havasu  •  Laa  Vegaa  *  Long  Be* 
.  •  lorilanj  •  PrcacoH  •  Reno  •  Sacramento  •  Salt  Lat 


Fly  us.  From  reservations 
to  ticket  counter  to  cahin 
service  to  haggage  claim,  you'll 
find  our  employees  dedicated 
to  providing  the  respect 
required  to  make  every  flight 
perfect. 

America  West  is  proud  to 
support  the  1993  Skytel  U.S. 


Chicago/M.J.a,  •  Chicago/O  Hare  •  Colorado  Spring,  •  Columbus  •  I>a!U/Pl  Worth  • 
:h  •  Lo,  AnpU.  •  Mc.icoCity  •  MiLauLec  •  Mmneapo!i./St.  Paul  •  Net.  York/JFK  •  Ne 
Cily  •  San  Diego  •  San  Francaco  ■  San  Jo.e  •  Seattle  •  St.  Lou,.  •  Tampa/St  Ulershurg 


Corporate  Golf  Championship 
and  many  other  golf 
tournaments  throughout  the 
communities  we  serve. 


#America%st 

WE  HAVEN7  FORGOTTEN  THE  MEANING  OF  RESPECT 


>e,..cr  •  Durang,,  .  Kl  Pa...  •  Parnungton  •  Flag.laff  •  Port  lli.achuca  •  Gallup 
Yorh/LaGuardia  •  Ne»a,l  •  Oakland  -Omaha  •  Ontario  .  Orange  County  •  OrlanJo 
TellunJe  l.ea.onal  scr.i.e)  •  Tuooo  •  Waahinglon,  KC  •  ttVh.ta  •  Vuma 
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The  Midwestern  Regional  Championship 


Wynstone  Golf  Club,  North  Barrington,  Illinois,  May  24,  1993 


Comdisco  A 
Big  Winner  In 
The  Wind 


To  Fred  Rinaldi  and  his  partner 
Tom  Vicenik,  Northern  Trust  Co. 
VP  Steve  Potter  was  the  classic  1 -handi- 
cap —  the  jock  with  the  high-flying  golf 
game  that  they,  with  their  humble  hand- 
icaps of  15  and  16,  could  only  admire. 
But  when  Fred  and  Tom,  both  VPs  with 
American  Re-Insurance,  teed  it  up  in  a 
shotgun  start  at  gusty  Wynstone  G.C. 
outside  Chicago,  they  had  no  idea  that 
each  would  record  an  individual  gross 
score  within  three  strokes  of  Potter, 
whose  high  shots  were  eaten  up  by  the 
40-mph  winds. 

Nor  could  they  guess,  along  with 
teammates  Paul  Johnson  and  Ed  Brod- 
erick  (also  VPs),  that  their  foursome's 
combined  33-over  net  score  of  321 
would  allow  them  to  huff  and  puff  to 
second  place  and  a  trip  to  the  finals  at 
the  Mauna  Kea  resort  in  Hawaii  —  not 


to  mention  the  second-place  money  of 
$2,000  for  Special  Olympics  of  Illinois. 
To  hoist  such  an  ungodly  score,  on  a 
gorgeous,  gut-wrenching  Jack  Nicklaus 
course  that  stretched  to  about  8,000 
yards  in  the  chilly 
winds,  left  even  the 
top  finishers  feeling 
like  survivors. 

"We  struggled, 
but  I  guess  we 
struggled  success- 
fully," surmised 
Rinaldi.  "Tom  and 
I  must  have  been 
thinking  the  same 
thing:  'We  have  to 
keep  up  with  this 
1 -handicap  guy.'  " 

Seven  shots  better  than  American  Re  at 
314  was  a  homegrow  n  foursome  of  golfers 
from  Comdisco  Inc.,  the  Chicago-based 
computer-leasing  firm.  Marty  Walsh  is  a 
Sr.  VP  for  Comdisco  who  plays  to  a  9- 
handicap  at  Wynstone  and  knew  enough 
to  keep  firing  away  despite  the  mood 
swings.  On  No.  12,  a  par-5  with  water 
tee-to-green  down  the  right  side,  a  tiny 
spike  mark  flicked  his  10-footer  for  par 


off  its  perfect  line;  on  No.  13,  Walsh's 
drive  carried  the  180  yards  of  lake  between 
tee  and  fairway,  but  was  wind-drifted 
into  the  choppy  waters  to  the  fairway's 
left.  For  all  that,  Walsh  lost  out  on  a  tie 


A  SHOTGUN  START  TO  A  SCATTERSHOT  DAY  AT  WYNSTONE 

for  low  gross  with  Jim  Berges,  Exec.  VP 
at  Emerson  Electric,  because  of  one  of 
those  patented  Lanny  Wadkins-type 
whiffs  on  a  tap-in  putt. 

Walsh,  Exec.  VP  Graham  Morris, 
Sr.  VP  Steve  Hamilton  and  VP  Tom 
Orcutt  form  a  group  that  could  show  up 
in  Hawaii  as  one  of  the  teams  to  beat.  It 
was  clear  to  all  present  that  these  guys 
were  a  breed  apart  when  Hamilton  and 


4  YEARS  AGO 
WE  PROMISED  BLUE  SKIES. 

IT  WASN'T  A 
BLUE  SKY  PROMISE. 


When  ARCO  introduced  the 
world's  first  emission  control 
gasolines  in  1989,  the  world 
was  probably  skeptical  about 
our  promise  of  cleaner  air 
over  Southern  California. 

The  terms  "clean  burning" 
and  "gasoline"  hardly  seemed 
compatible.  They  are  today. 
Measurably  so. 

In  the  past  4  years,  people 
driving  with  ARCO's  EC-Regular 
or  EC-Premium  gasolines  have  prevented 
over  400  million  pounds  of  automotive 
pollution  from  reaching  our  Southern 
California  skies. 

ARCO's  emission  control  gasolines  have 
been  favorably  recognized  by  the  South 
Coast  Air  Quality  Management  District. 
Emission  control  gasolines  are  one  reason 
that  the  air  in  Southern  California  is  the 
cleanest  it's  been  in  5  years. 

And  ARCO  has  already  developed  a 
clean  fuel  technology  for  tomorrow,  our 


advanced  emission  control 
formula,  EC-X. 

The  EC-X  formula  gave 
California's  Air  Resources 
Board  an  example  for  its 
strict  reformulated  gasoline 
standards. 

When  the  standards  take 
effect  in  1996,  all  California 
drivers  can  use  clean  burning, 
reformulated  gasolines  that 
will  reduce  automotive  pollution 
in  our  state  by  3.8  million  pounds  a  day, 
or  over  a  billion  pounds  a  year,  compared 
to  current  emissions. 

Emission  control  gasolines  will  help 
achieve  bluer  skies  more  quickly  and  more 
economically  than  other  alternative  fuels 
yet  considered.  More  practically,  as  well, 
since  we  won't  have  to  change  the  cars  we 
drive  or  the  way  we  drive  them. 

ARCO  emission  control  gasolines. 
The  technology  for  cleaner  air  today. 
And  even  cleaner  air  tomorrow. 


ARCO  <> 

CLEAN  FUELS  FOR  THE  FUTURE. 
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( >rcuti  happily  wore  shorts  in  the  icy 
tempest.  The  Make-A  Wish  Foundation 
benefited  from  tlic  Comdisco  team's 
collective  valor  to  the  tunc  of  $3,000. 

St  rati  hing  togethei  an  admirable  net 
322  that  won  it  the  third  set  of  Manna 
Kca  tickets  was  W  aste  Management,  led 
I >\  I  )ean  Bun- 


son's  Berges,  an  Old  Warson  C.G.  rhem- 
ber  from  St.  Louis.  Berges,  who  shot  85, 
strode  up  to.eolleet  his  Omega  Scamas- 
ter  watch  loudly  asking  himself:  "I  low 
can  you  win  low  gross  with  two  triple 
bogeys,  three  double  bogeys,  four 
bogeys...."  B  &  B  Birdie  w  inners  (on  a 
a\  w  hen 


1st  Place:  Comdisco,  Inc. 
l-r:  Marty  Walsh,  Graham  Morris, 
SkyTel's  Dave  Garrison,  Steve  Hamilton 
Tom  Orcutt 


2nd  Place:  American  Re-Insurance  Company 
l-r:  Ed  Broderick,  Fred  Rinaldi,  SkyTel's 
Dave  Garrison,  Tom  Vicenik,  Paul  Johnson 


Crock,  w  hose 
parking  space  at 
corporate  head- 
quarters reads 
"( lhairman  and 
( !E< )."  Buntrock 
has  a  soothing, 
patriarchal  pics 

ence  that  helped 
late  fill-in  Jerry 
I  )empsey, 

Sr.  VP,  shrug  off 

some  early 
mishaps  w nh  the 
watci  on  No.  10 
and  hang  in.  The 
other  Waste 

Management 
twosome  (their 
team  charity  is 
El  Valor,  w  hich 
receh  ed  a  check 
for  $1,000)  fea- 
tured the  unflap- 
pable Bill 
I  [ulligan, 
Regional  Presi- 
dent and  Jct'tv 
( in seh,  I  )t\ . 
Exec.  VP/CFO. 
With  handi<  aps 
of  15  and  25  for 
ballast,  the  solidly  built  I  lulligan-Girsch 
pairing  hit  a  flock  of  fine  w  ind  shots 
between  them.  I  lulligan  even  liit  a  310- 
yard  (dow  nw  ind)  drive  on  No.  9  to  claim 
the  Ryder-sponsored  longest-drive  aw  ard. 

The  Arco  closest-to-the-pin  competi- 
tion w  as  won  by  Comdiseo's  Morris, 
w  ho  planted  a  mid-iron  shot  w  ithin  12 
feet  of  the  par- 3  seventh  midway 
through  the  day  that  stood  up.  Low- 
gross  w  inner  for  the  Midwest  was  Emer- 


3rd  Place:  Waste  Management,  Inc. 
l-r:  Jerry  Girsch,  Jerry  Dempsey,  SkyTel's 
Dave  Garrison,  Dean  Buntrock, 
Bill  Hulligan 


B&B-and- 
c<  iffees  w  ere 
the  No.  1 
request  at  the 
beverage  carts) 
were  Bill 
I  )a\  is,  Sr.  Exec. 
VP  at  Emerson 
Electric,  Rick 
Zona,  Vice 
Chairman/CFO 
nl  First  Hank 
S\  stems,  Jim 
l  ariat,  VP  of 
( lummins 
Engine,  and 
( lomdisco's 
Morns,  w  ho,  if 
you  play  with 
him  at  Manna 
kca.  will 
indeed  say 
"(  rood  OOt"  to 
congratulate 
you  on  a  proper 
bunker  shot. 
American  Re's 
Broderick. 
beyond  shoot- 
ing a  net  83 
that  helped 
bring  the  Spe- 
cial Olympics  of  Illinois  a  $2,000  check, 
also  sits  on  that  charity's  board  of  direc- 
tors. At  Wynstone,  Broderick  was  aw  ed 
by  the  fact  that  he.  personally,  would  be 
handing  such  a  significant  bit  of  funding 
to  his  adopted  community  of  special  ath- 
letes. That's  corporate  golf,  folks:  For  a 
good  cause,  you  can  four-putt  the  only 
three  greens  you  reach  in  regulation  — 
as  Broderick  did  —  and  still  have  a  won- 
derful day. 


MIDWEST  MEMORIES: 
^v(from  top)  strategizing  at  the  si 
Kleen  table:  Jim  Davis  watches 
putt  of  Boatmen's  Bank  teammati 
Hayes:  Jan  Ver  Hagen  of  Emer: 
Electric  putts  and  puffs:  Was 
Management"^  Dean  Buntrock  pc 
downwind;  Computer  Associates* 
holding  fast  in  the  wind:  Dick  L. 
of  Fruit  of  the  Loom  warms  up. 
Comdisco  winners  Morris  and  W 
(white  sweater)  celebrate  a  bib 


We're  all  in 


it  together. 


Environmental  protection  is  everyone's  business. 
AM-RE  SERVICES,  INC.,  a  wholly  owned  subsidiary  of 
American  Re-Insurance  Company,  has  specialists  in 
environmental  technology  and  reinsurance.  We 
believe  it's  time  to  stop  focusing  our  efforts  on  who's  to 
blame  for  past  pollution  and  start  opening  lines  of 
communication  on  how  to  minimize  it  for  the  future. 
We  need  to  establish  achievable  goals  for  cleaning  up 
existing  sites.  To  resolve  disputes  outside  the 
courtroom  to  lessen  'frictional  costs'  so  our  nation's 
Superfund  dollars  aren't  wasted  on  litigation.  To  pool 


our  resources  in  research  and  technology  so  we're  all 
not  wasting  so  much  energy  tackling  the  same 
problems.  To  accept  that  our  economic  behavior  may 
have  to  change  in  the  short-term,  if  we  are  to  achieve 
our  long-term  goals.  And  most  importantly,  we  have  to 
build  trust.  Because  though  we  may  compete  in  the 
marketplace,  we're  all  in  this  world  together. 

Communication  is  the  first  step  toward  cooperation. 
Let's  start  talking  about  ways  we  can  work  together. 
For  more  information  on  Corporate  Environmentalism, 
call  Corporate  Communications  at  609-243-4339. 


s  AM-RE  SERVICES,  INC. 

555  College  Road  East,  Princeton,  NJ  08543-5241  (609)  243-4200 


Atlanta,  Bermuda,  Bogota,  Boston,  Brussels,  Cairo,  Chicago,  Columbus,  Dallas,  Hartford,  Kansas  City,  London,  Los  Angeles,  Melbourne,  Mexico  City, 
Minneapolis,  Montreal,  New  York,  Philadelphia,  San  Francisco,  Santiago,  Singapore,  Sydney,  Tokyo,  Toronto,  Vienna 
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The  Southwestern  Regional  Championship 


The  Golf  Club  at  Fossil  Creek,  Fort  Worth,  Texas,  June  4,  1993 


They  Hated 
To  Win 
And  Run 


When  your  team  is  the  regional 
medalist  in  an  event  sponsored 
by  a  mobile  communications  company 
like  Sky  Tel,  it's  only  fitting  that  you 
hear  the  good  news  by  mobile  phone. 
For  VPs  Ken  Moore  and  Ted 
Buchter,  as  well  as  for  Div. 
Presidents  Gary  Green  and 
Loran  Van  Noy,  that's  the 
tunny  thing  that  happened 
on  the  way  to  Dallas-Ft. 
Worth  airport.  They  called 
The  Golf  Club  at  Fossil 
Creek's  pro  shop  from  the 
fast  lane  of  1-820  to  find  out 
where  —  for  the  record  — 
they  had  finished.  For  the 
record,  the  team  from  Kinetii 
Concepts  finished  first,  on 
behalf  of  the  American  Red  ( Iross,  with 
a  net  score  of  9-under  279. 

Suddenly,  the  value  of  their  return 
plane  tickets  plummeted,  and  the  four- 


some U-turned  to  claim  their  tickets  to 
the  championship  finals  at  Mauna  Kea 
Beach  Hotel.  On  the  course,  Kinetic's 
turning  point  may  have  come  at  Fossil 
Creek's  370-yard,  dogleg-left  16th.  The 
twosome  of  Moore  and  Buchter  had 
walked  off  No.  15  with  Buchter  having 
barely  managed  a  bogey  and  Moore  hav- 
ing kept  a  short  par  streak  alive.  "I'm 
afraid  I'm  losin'  it,  Bubba,"  confessed 
Buchter  to  Moore,  as  they  stood  in  the 
95-degree  heat.  But  on  the  16th,  the  two 
players  fired  their  drives  right  at  the  low 
trees  on  the  left  that  guard  the  dogleg. 


getting  up  and  down  from  12  feet. 

In  contrast  to  Kinetic,  the  second- 
place  Williams  Cos.  team  strode  directly 
from  the  course  to  a  table  beside  the  tro- 
phy dais.  Dressed  smartly  in  their 
matching  navy-teal-and-white  golf 
shirts,  the  foursome  enjoyed  drinks  and 
buffet  fixings  secure  in  the  knowledge 
that  President  Keith  Bailey  had  caned 
out  a  net  67;  his  playing  partner  Sr.  VP 
John  Bumgarner  had  produced  a  net  71; 
Assoc.  Gen.  Counsel  Bill  von  Glahn  had 
produced  a  68,  and  Regional  President 
Bob  Keener  had  turned  in  net  75. 


Bent  over  the  bent  grass,  would-be  Southwestern  qualifiers  practice  their  money  putts. 


Each  ball  found  a  good  lie,  allowing 
Buchter,  who  carded  a  net  68,  to  make  a 
regulation  par,  while  Moore,  who  fin- 
ished at  net  64,  was  able  to  save  par  by 





_ 


That's  how  Williams,  a  pipeline  ser- 
vices company  based  in  Tulsa,  finished 
only  two  strokes  out  of  first  with  an 
impressive  7-under  net  281  for  the  ben- 


Software  Champioa 


CAW 


CA's  Computing 
Architecture 
For  The  90s. 


Start  your  engines. 

That's  the  rallying  cry  you'  11 
hear  each  day  at  Group  Pirelli,  one 
of  Italy's  most  famous  companies. 
For  years,  they've  made  the  tires 
that  carry  the  world's  greatest 
auto  racers  to  victory 

But  did  you  know  they '  re  also 
a  leading  producer  of  telecommu- 
nication and  energy  transmitting 
cables,  industrial  components, 
engine  parts  and  even  rubber 
gloves? 

With  all  that  going  on,  Pirelli's 
IS  Department  wasted  no  time  in 
making  productivity  its  top  priori- 
ty. "Our  industry  moves  quickly," 
says  Dr.  Gianfranco  Cappelli, 
Pirelli's  Corporate  IS 
Director,  "and  turn- 
around is  very  impor- 
tant. We  always  have 
to  know  our  clients' 
needs.  And  we're  con- 
stantly trying  to  improve  our 
delivery  times." 

Since  Pirelli  switched  to  CA 
software  six  years  ago,  productivi- 
ty at  both  mainframe  and  PC  levels 
has  raced  ahead  by  more  than30%. 

"But  best  of  all,  CA  is  the  most 
reliable  partner  I've  ever  worked 
with;'  declares  Cappelli.  "I  like  to 
think  of  them  as 
a  pit  crew.  Their 
service  and  sup- 
port is  tremen- 
dous. And  they 
develop  new 
products  that 
always  seem  to 
fit  our  needs 
perfectly.  You 
don't  know  how  much  we  appreci- 
ate that." 

So  where  does  that  leave 
Pirelli? 

"Taking  the  checkered  flag,  of 
course." 

QOMPUTER 
DISSOCIATES 

Software  superior  by  design. 

<s)  Computer  Associates  International.  Inc. .  One  Computer  Asso- 
ciates Plaza,  Islandia,  NY  11788-7000. 1-800  CALL  CA1.  All  prod- 
uct names  referenced  herein  are  trademarks  of  their  respective 
companies. 


Dr.  Gianfranco  Cappelli's 
strategic  use  of  ca  software 
has  put  Group  Pirelli  in  Victcto 
Lane.  Information  Systems 
productivity  has  increased 
by  more  than  30% 
over  the  past  six  years.  '  '  . 


Al)\  KRTISKMENT  1! 


efit  of  The  Nature  Conservancy.  There 
is  a  bit  of  irony  in  the  fact  that  Keener 
was  the  sole  team  member  not  to  shoot 
under-par  net.  During  the  welcoming 
reception,  Keener  joked  that  he  worked 


2nd  Place:  The  Williams  Companies,  Inc. 
l-r:  John  Bumgarner,  Bill  von  Glahn, 
SkyTel's  Dave  Garrison,  Bob  Keener, 
Keith  Bailey 


1st  Place:  Kinetic  Concepts,  Inc. 
l-r:  Gary  Green,  Loran  Van  Noy,  SkyTel's  Dave 
Garrison,  Ted  Buchter,  Ken  Moore 


"in  the  field,"  not  at  Tulsa  headquar- 
ters, which  made  him  "the  only  money- 
maker" in  his  foursome.  As  for  the  other 
three,  all  corpo- 
rate staffers, 
Keener  added, 
"They're  over- 
head." Von 
Glahn,  perhaps 
inspired  by 
Keener's  needle, 
shot  a  one-bogey, 
two-birdie  73  to 
win  an  Omega 
watch  as  low-gross 
shooter.  Von  Glahn  thanked  Jeff 
Combee,  head  pro  at  Tulsa  C.C.,  for 
taking  "the  runt  of  the  North  Carolina 
golf  team"  and  turning  him  into  a  con- 
sistent weekend 
competitor. 

Finishing  third 
in  the  Southwest, 
for  the  benefit  of 
the  Phillips 
Center  Support 
House,  was 
Beverly  Enter- 
prises, paced  by  a 
run  of  six  consec- 
utive pars  on  the 
back  nine  by  Jerry  Moore.  Exec.  VP 
Moore  and  VP  Scott  Bell,  who  are  mem 
bers  at  Hardscrabble  C.C.  in  Fr.  Smith, 
Ark.,  solved  most  of  Fossil  Creek's  rid- 


3rd  Place:  Beverly  Enterprises,  Inc 
l-r:  Mark  Wortley,  Scott  Bell, 
SkyTel's  Dave  Garrison,  Boyd 
Hendrickson,  Jerry  Moore 


dies  in  carding  net  scores  of  68  and  69, 
respectively.  Also  at  net  68  was  VP  Mark 
Wortley,  a  relaxed  12-handicapper  who 
also  plays  his  golf  at  Hardscrabble. 
Beverly's  fourth  is  Exec.  VP  Boyd 

Hendrickson, 
who  looked  every 
inch  the  tough 
competitor  at  1 7 
but  struggled  to  a 
disappointing  84. 
He  may  have 
been  distracted 
watching  Moore 
play  his  way  from 
sprinkler  head  to 
sprinkler  head, 
without  the  bene- 
fit of  even  a  prac- 
tice swing.  "I 
don't  have  that  many  swings  left  that  I 
can  waste  'em,"  says  Moore  of  his  grip- 
and-rip  style.  As  for  his  practice  of  wear- 
ing no  golf  glove  and 
no  socks,  the  affable 
Moore  explains: 
"I'm  from  Arkansas. 
Most  of  the  time  we 
don't  wear  shoes." 
Prediction:  This 
team  has  the  attitude 
and  the  skills  to  do 
well  at  Mauna  Kea. 

The  Ryder  longest- 
drive  prize  was  won 
by  VP  Darrel  Johnson  of  Dollar  Rent  A 
Car,  with  a  255-yard  poke  on  the  hard- 
to-hit  14th  fairway.  Johnson,  a  10-handi- 
capper  recently  transferred  to  Las 
Vegas,  lit  up  the 
SkyTel  on-course 
messaging  network 
with  news  that  he 
had  completed  15 
holes  with  a  gross 
score  of  only  two 
over  par.  Closest  to 
the  pin  at  the  173- 
yard  15th  was  Tim 
Ergus,  Director  of 
Marketing  for  Hertz. 
By  knocking  his  iron  shot  to  three  feet, 
Ergus  won  a  gift  certificate  for  Fossil 
Creek's  award-winning  golf  shop,  cour- 
tesy of  sponsor  Arco. 


GOOD  TIMES  IN  TEXAS: 

(from  top)  Ryder's  Alan  McCutc 
holds  his  finish!  dollar  rent  a  * 
I  Darrel  Johnson  accepts  longest- 
prize;  Howard  Johnson  and  Li 
Gispanski  of  J.C.  Penney  get  psy< 
Lomas  Financial's  Bob  Roofni 
pitches  to  no.  1  5;  THE  field  tak 
nourishment;  Ryder's  Randy  W 
plays  an  approach  shotj  and  d 
Kincheloe,  Jim  Moore  and  Bi 
Satterwhite  mull  over  Enserc 
chances  for  a  top-3  finish. 


This^ar,Theyll  Play 
In  The  Masters,  The  PGA, 
The  US.  Open,  And 
In  Cross  Creek  Apparel. 

Some  of  the  game's  most  highly  visible  veterans  and  up-and-comers  are 
playing  in  the  Cross  Creek  Pro  Collection  this  season.  But  that  should  come 
as  no  surprise.  After  all,  our  classic  golf  shirts  are  designed  to  meet  championship 
standards  -  in  texture,  style  and  function.  Look  for  us  on  tour.  And  in  fine  pro 
shops  across  the  country. 


1  1993  Cross  Creek  Apparel,  Inc. 


CrossQeek* 

Pro  Collection  


Made  in  the  U.S.A. 


mm 


An\  KKTISKMENT  20 


Deception 
By-The-Sea 


Like  the  bright  sunshine  that  hid 
briefly  behind  noontime  showers, 
the  6,200-yard,  par-71  Bay  Course  at 
Marriott's  Seaview  Resort  deceived  all 
but  the  wiliest  of  Northeastern 
Regional  competitors.  There  was 
simply  no  way  the  88-player  field 
puttering  around  the  cozy  Bay  lay- 
out in  the  final  Sky  Tel  qualifier 
could  have  guessed  that  such  a 
poetic  old  Donald  Ross  course 
would  yield  nothing  better  than 
net  3-over  287.  Or  that  so  many 
simple-looking  holes  could  defy 
the  field's  best  efforts  at  birdie. 

At  day's  end,  some  members  of 
the  Unisys  team  entered  the 
locker  room  excited,  some  disap- 
pointed, but  none  with  any  idea 
they  had  won  the  tournament. 
Sr.  YP/CFO  George  Robson  and 
Div.  President  Ed  Blechschmidt 
had  just  staged  a  personal  duel  on  their 
penultimate  hole,  the  110-yard  17th, 
where  Robson  knocked  it  to  32  inches 
ind  Blechschmidt  spooked  him  with  a 


tee  shot  that  stopped  33  inches  from  the 
hole.  Would  the  pair  have  battled  so 
hard  on  a  par-3  that  wasn't  the  Arco- 
sponsored  closest-to-the-pin  hole,  offer- 
ing shop  credits  to  the  winner? 
According  to  the  man  who  held  inside 
position  at  five  feet  for  most  of  the  after- 
noon, Merck  VP  Bob  Ruark,  surely  not. 
Consolation  goes  out  to  Ruark  —  espe- 
cially since  he  (ouch)  missed  his  birdie 
putt  —  but  not  to  Blechschmidt.  On  top 


Almost  lucky  at  no.  7:  Grumman's  Nat  Busi  came 
this  close  to  an  ace  and  a  new  cadillac. 


of  his  trip  to  Mauna  Kea  for  the  Septem- 
ber finals  (and  the  team  contribution  of 
$3,000  to  the  American  Red  Cross)  the 
3-handicapper  also  walked  away  with  an 


Omega  Seamaster  watch  for  firing  the 
day's  low-gross  score  of  74. 

Sr.  VP  Harold  Barren,  a  transplanted 
Chicagoan  who  serves  as  Unisys  General 
Counsel,  shot  a  crucial  net  73  that  includ- 
ed a  chip-in  on  No.  11.  Barren's  playing 
partner  was  Robert  Tway,  father  of  PGA 
tour  professional  Bob  Tway  and  a  Group 
VP  covering  southern  operations.  Tway's 
charming,  front-porch  manner  held  up  all 
day  despite  some  off-line  drives,  and  the 
9-handicapper  whistled  in  with  a 
respectable  76. 

Playing  on  behalf  of  the  St. 
Christopher's  Hospital  for  Chil- 
dren in  its  home  base  of  Philadel- 
phia. Sun  Company  needed  a 
mid-round  swing  change  by 
Sr.  VP  Bob  Writz  in  order  to  rally 
and  capture  second  at  a  net  score 
of  5-over  289.  Writz,  who  plays  to 
a  24  at  St.  Dav  ids  C.C.  in  Wayne, 
Pa.,  used  an  improvised  half- 
backswing  to  shoot  a  personal 
score  of  net  69.  Later,  he  chose  to 
base  his  team's  success  on  the 
natural  law  that  "Even  a  blind 
squirrel  finds  the  acorn  once  in  a 
while."  It  also  helped  that  Div. 
President  Mike  Dingus,  himself  a  St. 
Davids  member  (and  a  two-time  club 
champion  at  that),  crafted  a  net  72  off  his 
4-handicap  to  steady  the  squad.  Writz's 


OUR  NEW  DESK  CLERK 
LENT  HIS  CUFF  LINKS 

TO  A  GUEST  FOR 
A  CRUCIAL  MEETING. 

INSTANTLY 
WE  KNEW  WE  HIRED 
THE  RIGHT  GUY." 


That's  a  true  story.  There  are  many  others.  They  are  just  one 
of  the  many  reasons  frequent  business  travelers  prefer  Marriott. 
Call  your  travel  agent  or  1-800-228-9290. 

© 

Harriott 

HOTELS  RESORTS  •  SUITES 


1993  Marriott  Corp. 


WE  MAKE  rr  HAPPEN  FOR  YOU: 


1  i 


the  French  call  it  "joie  de  vivre".  A  joyous  celebration 
k  '\oj  life's  unexpected  moments.  Moments  meant  for  IW.B. 
With  a  taste  derived  from  a  mysterious  combination 
of  exotic  spices,  B&CB  excites  the  palate  and  delights  the 
'imagination.  Discover  it  straight  up  or  over  ice.  g  and  g 
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rtner  was  Sun  Company  VP  Bill 
lompson,  who  felt  he  played  poorly 
Seaview.  Thompson,  carrying  a  21 
ndicap,  muddled  along  to  a  net  75, 
spite  his  wayward  play  off 
s  tee.  Charlie  Valutas,  also  a 
\  read  the  shifting  winds 
*  Reed's  Bay  to  shoot  a  91 
jss,  73  net. 

f  their  team  had  been  able 
play  shockingly  good  golf, 
BNA  America's  golfers 
>uld  not  have  shown  such 
:onishmerit  when  they  were 
nounced  as  third-place  qual 
srs  with  a  team  net  score  of 
1,  or  7-over  par.  Striding 
■ward  to  receive  the  replica  $1,000 
yTel  check  made  out  to  the  Boys 
d  Girls  Clubs  of  America,  Sr.  Exec.  VP 
tin  Richmond  asked  the  assembled 
lfers:  "Vail 
wed  that  bad?" 
chmond's  play- 
l  partner,  Sr.  VP 
larlie  Moloney, 
10  had  already 
en  up  to  collect 
jore-Tex  rain- 
it  and  golf  shoes 
■  recording  the 
aightest  drive  on 
s  par-4  13th, 
nained  saucer- 
ed  during  his 
:ond  march  to 
g  rostrum.  The 
aloney-Richmond 
iring  carded  net 
sres  of  73  and 
,  respectively, 
iimilarly  awestuck 
s  teammate  John 
:ating  (net  score: 
),  a  First  VP  for  MBNA,  who  plays 
an  8-handicap  at  Hillandale  C.C.  in 
ltimore,  and  is  expected  to  be  "our 
rse  in  Hawaii,"  according  to  his 
ite,  Charlie  Boarman.  Boarman,  a  VP 
10  long  ago  carried  a  6-handicap  but 
ifted  up  to  1 1  as  penalty  for  his  cor- 
rate  promotion  and  relocation,  was 
5  team's  horse  in  New  Jersey. 
iarman  hit  eight  greens  on  the  front 
le,  was  even  through  1 1  holes,  and 


then  scraped  his  way  in  and  out  of  the 
cedars  ("Got  the  scratches  on  my  neck 
to  prove  it,"  he  said)  to  shoot  a  6- 
under  net  score  of  65. 


1st  Place:  Unisys  Corp. 
l-r:  Ed  Blechschmidt,  George  Robson, 
SkyTel's  Dave  Garrison,  Harold  Barron, 
Robert  Tway 


Rounding  out  the  awards  program  was 
Jack  Welsh,  a  SkyTel  board  member, 
who  found  the  fairway  with  a  255-yard 
drive  on  No.  14  to  win  a  gift  certificate 
and  a  Bullseye 
putter,  courtesy 
of  Ryder.  And 
buried  at  the  bot- 
tom of  this  report 
is  the  tale  of  Nat 
Busi,  VP  of 
Grumman,  who 
planted  his  5- 
wood  shot  on  the 
Cadillac  hole-in- 
one  hole  12  feet 
from  the  flag  and 
watched  it  singe 
the  lip  of  the  cup 
before  stopping 
four  inches  away. 
For  a  second  or 
two,  he  owned  a 
new  blue  Cadillac 
STS  to  go  with 
the  gray  Sedan  de 
Ville  he  already 
owns.  Oh  well,  that's  golf. 


2nd  Place:  Sun  Company,  Inc. 
l-r:  Bill  Thompson,  Charlie  Valutas, 
SkyTel's  Dave  Garrison,  Mike  Dingus, 
Bob  Writz 


3rd  Place:  MBNA  America  Bank  N.A. 
l-r:  John  Richmond.  John  Keating, 
SkyTel's  Dave  Garrison,  Charlie 
Boarman,  Charles  Moloney 


Golden  Bkar  International,  Jack  Nicklaus' 
business  entity,  is  responsible  for  planning 

AND  CONDUCTING  THE  SKYTEL  U.S.  CORPORATE 

Golf  Championship  events. 

David  Gould  is  a  freelance  writer  based  in 
Sandy  Hook,  Conn. 
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A  DAY  BY  THE  BAY: 
(from  top)  Republic  National 
Bankers  fight  the  jitters;  Leo  Daley  , 
of  Air  Products  makes  his  entrance;  I 
Union  Camp's  Buck  Williams  tends  a 
pin;  Mike  Polonus  of  Merck  sees  the  | 
line;  Ken  McAlley  of  U.S.  Trust  wins  ' 
a  new  golf  bag;  unisys  hard-chargers 
Blechschmidt  and  Robson;  Summit 
Bancorp. 's  Jim  Little  shoulders  his 
driver;  SkyTel  entrants  admire  the  I 
prize  Cadillac  that  Grumman's  Busi  | 
nearly  played  his  way  into. 


THE  LARGER  CONTEXT 


.iting  Europe  today  is  like  visiting  a  museum  where 
)  tourists  are  awestruck  but  where  the  natives 
\/e  lost  the  moral  secrets  of  their  ancestors. 

Macbeth 
ans  tragedy 


MICHAEL  NOUAK 


ael  Novak  holds  the 

>e  Frederick  Jewett  chair  in  religion  and 
:  policy  at  the  American  Enterprise 
jte  in  Washington,  D.C.  His  book  The  Spirit 
mocratic  Capitalism  has  been  widely 
ated  around  the  world. 


•RE  is  NO  mistaking  IT  this  year, 
ope  has  lost  its  way.  Search  the 
re  European  Community,  you 
not  find  a  single  leader  touched 

1  greatness — worse,  you  will  not 
a  major  country  whose  people 

tv  confidence  in  their  national 
ership.  Mitterrand's  Socialist  Par- 
as suffered  one  of  the  most  humili 
g  defeats  in  modern  parliamentary 
ary;  John  Major  has  the  lowest 
ding  in  the  polls  of  any  prime 
ister  in  modern  times,  While  Hel- 
KohPs  public  stature  has  lost  a 
it  deal  of  its  former  power.  Europe 

2  was  a  place  called  Hope.  Europe 

3  is  sour. 

he  Great  Failure  is  part  of  the 
on — the  failure  of  a  united  Eu- 
in  its  first  post-Cold  War  test,  to 
lonstrate  that  it  had  learned  the 
3ns  of  Munich  and  the  Holocaust 
intervening  early  and  decisively 
nst  Serbia's  aggression, 
he  television  images  of  bleeding 
ics,  doleful  women,  defeated 
ng  men  behind  barbed  wire  and 
lery  explosions  in  city  neighbor 
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hoods  indict  contemporary  Europe- 
ans. Will  the  history  of  Europe  in  this 
century  someday  be  written  as  "from 
Sarajevo  to  Sarajevo"? 

But  the  most  important  reason  for 
Europe's  sourness  is  the  imminent 
demise  of  "the  European  idea,"  social 
democracy— the  heavily  regulated 
womb-to-tomb  security  promised  by 
the  welfare  state.  The  Europeans  call 
it  democracy,  but  it  is  actually  a  new 
soft  despotism  administered  by  a 
motherly,  smothering  political  class. 
The  Europeans  impose  it  in  the  name 
of  the  poor,  but  its  chief  beneficiaries 
are  the  high-living  political  class  and 
the  best-organized  group  interests 
(farmers,  teachers,  welfare  workers, 
health  services,  etc.).  Its  victims  are 
the  growing  armies  of  the  unem- 
ployed— now  over  19  million  in 
Western  Europe  alone — and  of  chil- 
dren born  out  of  wedlock,  the  very 
poor,  the  homeless,  the  migrant 
workers,  the  "guest"  workers.  And 
also  the  taxpayers. 

The  figures  trumpeted  in  the  daily 
papers  are  enough  to  give  one  indi- 
gestion. "There  are  at  least  65  million 
people  now  living  in  poverty  in  the 
I  (  ,"  the  European  writes;  indeed, 
"the  figure  could  be  as  high  as  80 
million."  There  are  an  estimated  2.5 
million  homeless  in  the  KC,  "mostly  in 
the  rich  urban  north."  Europe's  lead 
ers  now  recognize — the  newspapers 
certainly  do — "that  they  can  no  long- 
er afford  the  welfare  stale." 

Above  all,  so  heavy  are  mandatory 
social  costs  on  businesses  that  millions 
of  Europeans  who  might  have  be- 
come entrepreneurs  and  created  new 
jobs  for  others  fear  certain  failure 
under  the  current  system.  Conse 
quently,  personal  initiative  declines 
and  habits  ol  dependency  on  existing 


employers  grow.  Younger  Europeans 
tend  to  think  that  "jobs"  come  from 
outside,  from  others,  like  fruit  from 
someone  else's  tree,  rather  than  from 
one's  own  creativity. 

Yet  it  is  not  just  the  cost  of  the 
welfare  state  that  has  undermined  Eu 
ropean  self-confidence;  it  is  also  its 
moral  deficiencies.  More  and  more 
Europeans  are  complaining  about  the 
loss  of  ancient  habits  of  self-discipline, 
punctuality,   hard   work,  indepen- 
dence and  honesty.  Ironically,  unem 
ployment  rolls  are  notoriously  lower 
than  they  should  be,  since  they  don't 
show  the  millions  of  workers  on  "dis 
ability"  at  8.0%  of  the  normal  pay. 

Generation  by  generation,  Europe- 
ans seem  to  be  losing  contact  w  ith  the 
classic  sources  of  European  culture 
with  religion,  with  the  highly  moral 
worldview  of  classical  Greece  and 
Rome.  In  London,  I  recently  saw  a 
production  of  Macbeth  in  which  all 
sense  of  the  tragedy  had  been  lost. 
Macbeth  was  played  as  if  he  were  a 
modern  weak  man,  a  relativist, a  prag- 
matist  possessed  of  mad  ambition;  his 
stature  was  not  moral,  merely  charac- 
terized by  psychological  quirks.  To 
feel  the  tragedy,  one  needs  to  see  the 
good  that  was  in  him,  the  moral  no- 
bility shaken  by  small  surrenders 
when  he  could  haw  acted  other  than 
he  did;  and  finally  to  recognize  the 
horror  of  the  good  man  turned  evil. 

One  sometimes  fears,  these  days, 
that  more  and  more  Europeans  are 
beyond  good  and  evil.  Those  are  cate 
gories  that  have  become  old-fash- 
ioned, no  longer  part  of  the  drama  of 
daily  life  among  the  sophisticated. 
The  soul  of  Europe  seems  much  flat- 
ter than  it  used  to  seem. 

But  oh!  what  monuments  there  are 
to  deeper  times.  What  classic  works  of 
art,  what  records  of  spiritual  percep- 
tion, what  heights  and  depths  of  hu 
man  investigation.  Yet  visiting  Eu- 
rope is  like  visiting  a  great  museum,  in 
which  the  tourists  are  frequently  more 
awestruck  than  the  natives,  who  seem 
to  have  lost  the  moral  secrets  of  their 
ancestors. 

It  is  not  quite  a  "community,"  this 
Europe,  although  it  uses  that  word 
incessantly.  For  the  unity  of  Europe 
lies  in  matters  of  the  soul,  a  soul  no 
longer  much  in  evidence.  Europeans 
who  peer  into  the  next  century  seem 
troubled.  They  are  right  to  be. 
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Along  with  its  numberless  benefits,  industrialization 
has  brought  pollution.  As  the  world  begins  dealing ' 
seriously  with  that  giant  problem,  few  companies  are 
better  placed  to  help  than  WMX  Technologies. 

Dean 

Buntrock's ' 
green  machine 


By  Subrata  N.  Chakravarty 

In  each  CORNER  of  the  corridor  out- 
side the  executive  offices  at  WMX 
Technologies,  Inc.,  a  big  stuffed  bear 
stands  sentinel.  One  is  an  Alaskan 
brown  bear,  the  other  a  Canadian 
grizzly.  Both  were  shot  by  Dean  Bun- 
trock,  WMX  chief  executive  and  an  avid 
big  game  hunter.  "Avid"  is  putting  it 
mildly.  Buntrock  didn't  sit  in  a  blind 
waiting  for  the  bears.  He  tracked 
them  down  on  horseback  and  on  foot. 

Not  a  bad  metaphor  for  the  aggres- 
sive way  Buntrock  manages  wmx — 
called  Waste  Management,  Inc.  until 
a  few  months  ago.  In  an  era  when 
everyone  has  been  talking  about  the 
environment,  Buntrock  and  his  asso- 
ciates have  built  wmx  into  the  world's 
largest  environmental  services  com- 
pany, a  SlO-billion-a  year  (estimated 
1993  revenues)  worldwide  behemoth 
that  has  expanded  way  beyond  its 
original  business  of  garbage  disposal. 

wmx  is  not  only  the  world's  largest 
waste  handling  company  but  the  only 
full-line,  global  company  that  offers 


services  ranging  from  environmental 
consulting,  design  and  engineering  to 
construction,  management  and  dis- 
posal. Its  operations  extend  from 
Rome  to  Racine,  from  Melbourne, 
Australia  to  Melbourne,  Fla. 

Waste  hauling  is  an  ancient  profes- 
sion. As  long  as  there  have  been  peo- 
ple living  in  confined  spaces  like 
towns,  there  has  been  a  need  for  a 
service  that  will  take  away  and  dispose 
of  the  refuse  they  create.  From  waste 
collection  in  paper,  rags  and  scrap 
metal  have  grown  some  of  today's 
large  American  companies. 

wmx's  own  origins  date  back  to 
1894,  when  the  Huizenga  family  be- 
gan the  Ace  Scavenger  Service  in  Chi- 
cago. When  Elizabeth  Huizenga's  fa- 
ther died,  in  1956,  her  husband, 
Dean  Buntrock — then  an  insurance 
salesman  in  Colorado — came  east  to 
run  the  company.  At  the  time,  Bun- 
trock recalls,  the  company  had  some 
15  trucks  and  annual  revenues  of 
$750,000.  It  was  just  one  of  thou- 


sands of  such  mostly  family-ownec 
companies  in  the  U.S.,  but  this  on< 
was  fated  for  bigger  things,  in  gooc 
part  thanks  to  Dean  Buntrock. 

Down  in  Florida,  Elizabeth  Hui 
zenga's  cousin  Wayne  Huizenga  w* 
in  the  same  business,  having  startec 
with  a  single  truck  and  doing  th< 
pickups  himself.  Wayne  Huizeng; 
and  Dean  Buntrock  each  began  con 
solidating  the  highly  fragmented 
business  through  local  acquisitions 
In  1968  the  two  combined  to  forrr 
Waste  Management,  Inc.  In  1971  ii 
w  ent  public  and  was  off  to  the  races. 

Today  wmx  Technologies  is  actual 
ly  a  publicly  traded  holding  compam 
with  controlling  interests  in  four  oth 
er  public  companies:  Waste  Manage 
merit  International  pic,  Chemical 
Waste  Management,  Inc.  (known  a; 
Chem  Waste),  Wheelabrator  Tech- 
nologies Inc.  and  Rust  Internationa 
Inc.  (see  chart,  p.  99).  The  somewhat 
unusual  capital  structure  makes  gooc 
sense  in  that  it  allows  each  company  tc 
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WMX  Chairman 
Dean  Buntrock 
An  enthusiastic 
hunter,  he  has  shot 
and  stuffed 
bears.  Now  Wall 
Street's  bears 
are  stuffing  his 
stock.  They're 
missing  the  forest 
for  the  trees. 


:>lish  its  own  value  in  the  stock 
ket.  It  also  gives  the  mother  com- 
f  not  one  but  five  different  equi- 
to  use  for  potential  acquisitions. 
3r  wmx,  acquisitions  are  key  to 
lerating  the  pace  of  growth.  Gar- 
:  disposal  is  a  highly  fragmented 
ness.  Even  today  WMX  has  only 

of  the  U.S.  market.  In  that  frag- 
itation,  Buntrock  and  Huizenga 

an  opportunity  for  a  well-fi- 
:ed  firm  to  create  a  national  com- 
/.  So  they  went  public  in  order  to 
letter  able  to  tap  the  capital  mar- 
.  Since  1956  wmx  has  acquired 
•  1,500  local  garbage  haulers, 
izenga,  who  left  wmx  in  1984, 
t  Blockbuster  Entertainment 
i  19  stores  to  a  $1.2  billion  com- 
/  by  applying  the  same  acquisition 

growth  techniques  to  another 
dy  fragmented  business,  video 
iling.) 

i  the  process  of  acquiring  local 
lers,  wmx  frequently  acquired 
[fills  as  well.  Recognizing  that 


landfill  space  would  someday  be 
scarce,  and  that  environmental  regu- 
lations would  get  tougher,  Buntrock 
bought  more  landfill  than  he  needed. 
"We  land  banked,11  he  says  simply. 
"We  invested  in  land  that  had  the 
proper  zoning  and  the  proper  soil 
geology.  And  we  acquired  property 
around  these  sites  so  that  we  could 
expand  them.11  wmx  now  has  135 
landfills.  By  the  end  of  1994  it  expects 
to  have  the  150  it  wants. 

"People  are  very  willing  to  have  us 
pick  up  their  trash;  they  just  don't 
want  us  to  put  it  down,11  Browning- 
Ferris  Industries  Chairman  William 
Ruckelshaus  has  remarked.  By  the 
time  other  companies  began  to  ac- 
quire landfill  in  a  big  way,  prices  had 
shot  up — between  five  and  ten  times 
what  wmx  paid,  says  wmx  President 
Phillip  Roonev.  Worse,  Roonev  adds, 
competitors  had  to  acquire  landfill 
wherever  it  was  publicly  acceptable 
and  not  necessarily  where  the  geology 
was  appropriate. 


The  early  investment  in  and  prepa- 
ration of  landfill  sites  was  Buntrock' s 
calculated  gamble  on  future  regula- 
tions. The  risk  is  about  to  pay  off. 
Tough  new  Environmental  Protec- 
tion Agency  rules  for  the  preparation 
of  landfill  sites  are  due  to  take  effect 
this  fall  but  may  well  be  postponed 
until  the  spring  for  some.  The  invest- 
ment needed  to  bring  landfills  up  to 
regulation  will  be  huge.  WMX's  135 
landfills  were  prepared  so  that  they 
already  meet  or  exceed  the  regulatory 
requirements.  "Up  to  now  it's  hurt 
them,11  says  Kidder,  Peabody  analyst 
Marc  Sulam.  "But  as  the  regulations 
start  to  bite  over  the  next  18  to  24 
months,  their  rate  of  capital  spending 
is  going  to  decelerate  as  others  are 
going  to  have  to  accelerate.11 

Many  will  not  survive.  Out  of  some 
6,000  landfills,  Roonev  estimates,  at 
least  half  will  have  to  shut  down.  In 
two  or  three  years,  he  predicts,  that 
number  will  halve  again.  But  all  of 
WMX's  facilities  will  remain  intact. 
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WMX  Technologies 


"Every  time  regulations  are  tight 
ened,  the  more  difficult  it  is  [to  com 
ply],  the  more  expertise  that  has  to  be 
applied  to  solving  the  problem,"  says 
Buntrock.  Tightening  regulations,  in 
other  words,  is  good  for  business, 
because  companies  like  WMX,  which 
have  the  financial  and  technical 
strength  to  comply  with  new  rules, 
get  stronger  as  weaker  companies  are 
forced  out.  "Regulation  has  been 
very,  very  good  for  the  business," 
Rooney  says. 

Not  that  WMX  hasn't  taken  its 
knocks.  During  the  1980s  it  collected 
more  than  its  share  of  pollution  and 
price-fixing  citations.  Rooney  ex- 
plains this  as  an  inevitable  conse- 
quence of  the  company's  decentral- 


their  giant  Settler's  Hill  landfill  in 
Geneva,  111.,  some  45  minutes  from 
downtown  ( Chicago.  Half  of  that  fill  is 
now  closed.  Across  a  dirt  road  from 
the  steady  stream  of  trucks  dumping 
their  loads  on  the  open  face  of  the 
mountain  of  landfill,  there  is  virtually 
none  of  the  odor  associated  with 
dumps.  On  this  closed  section  of  the 
fill,  there  is  now  a  park  and  an  18-hole 
golf  course.  When  the  fill  is  finally 
closed,  there  will  be  27  holes  for  golf, 
several  ski  slopes  and  other  recre- 
ational facilities,  vvmx  has  similar  pro- 
grams at  other  fills. 

As  required  by  law,  WMX  taps  out 
potentially  explosive  methane  gas 
from  its  landfills.  But  instead  of  flaring 
the  gas,  as  many  others  do,  it  has 


Phillip  Rooney, 
WMX's  president 
He  started  his 
career  at  the 
company  making 
pickups  off  a 
truck  during 
summer  vacations 
from  high 
school. 


ized  structure  of  formerly  indepen- 
dent local  operators,  as  well  as  WMX's 
size.  "As  the  leader  in  the  business,  we 
have  been  the  first  to  be  used  as  an 
example  to  others  of  what  the  ramifi- 
cations of  regulatory  concerns  are," 
says  Rooney.  "That's  part  of  what  you 
pay  for  leadership."  Adds  Buntrock: 
"We  have  also  had  a  number  of  cases 
where  someone  dropped  the  ball.  It's 
true  that  the  company  has  paid  a 
significant  amount  of  fines,  but  we've 
rarely  paid  a  fine  for  degradation  of 
the  environment."  (The  EPA  hotly 
disputes  this,  citing  numerous  Super- 
fund  lawsuits,  wmx  says  most  w  ere  the 
result  of  problems  inherited  from 
companies  it  acquired.) 

Buntrock  and  Rooney  arc  proud  of 


installed  turbines  at  25  fills  to  gener- 
ate electricity.  Settler's  Hill,  for  exam- 
ple, not  only  generates  enough  power 
to  meet  all  its  own  needs,  but  also 
supplies  electricity  to  some  5,000 
homes  in  Geneva. 

The  North  American  solid  waste 
disposal  business — trash  and  garbage, 
in  plain  English — remains  the  core  of 
wmx's  business  today,  with  49%  of 
revenues  and  59%  of  operating  in- 
come. But  the  company's  principal 
opportunity  now  lies  overseas.  "The 
growth  markets  for  us  are  Asia,  Asia, 
Asia  and  Asia,"  says  Waste  Manage- 
ment International's  chief  executive, 
Edwin  Falkman,  only  half  joking.  The 
nations  of  East  and  Southeast  Asia  are 
beginning  to  spend  heavily  on  envi- 


ronmental cleanup  and  waste  dispt 
al,  and  parts  of  Latin  America  t 
stirring.  With  its  depth  of  experien 
and  access  to  capital,  wmx  is  o 
company  whose  international  grow 
seems  almost  guaranteed. 

Waste  Management  Internatioi 
got  its  start  almost  by  accident  ai 
through  the  direct  intervention 
Dean  Buntrock.  In  1976  the  Sau 
Arabian  capital,  Riyadh,  w  as  soliciti 
bids  for  a  city  cleaning  contra 
Someone  suggested  a  bid  to  Jo] 
Melk,  now  chairman  of  H20  PLUS 
natural  cosmetics  company,  but  th 
wmx's  vice  president  for  devclo 
ment.  "I  threw  him  out  of  my  office 
Melk  recalls.  But  Buntrock  learned 
the  project  and  overruled  Me 
"There  was  no  one  else  in  the  comp 
ny  who  would  have  made  that  de 
sion,"  says  Melk  now.  When  w\< 
against  the  odds,  won  the  five-ye; 
$240  million  contract,  its  stock  rc 
$15  a  share.  The  Saudi  governmen 
$49  million  advance  payment, 
Melk,  also  refinanced  the  compar 
wmx  needed  to  invest  heavily  in  n< 
equipment  for  the  acquisitions  it  h 
made,  but  didn't  want  to  go  to  t 
market  for  capital.  The  advance  ir 
the  need.  Melk  became  vvmi's  fi: 
president  and  Phil  Rooney  to 
charge  of  the  Riyadh  project. 

As  Melk  tells  it,  refuse  pickup  w 
only  10%  of  the  job.  A  huge  wc 
force  had  to  be  recruited,  mostly  frc 
India  and  Sri  Lanka,  and  housed  ai 
fed.  Against  the  advice  of  contractc 
experienced  in  the  Middle  East,  Me 
says,  wmx  treated  its  foreign  work] 
well:  "We  had  air-conditioned  faci 
ties,  training  programs  for  upwa 
mobility,  outdoor  movies  even'  nigl 
We  got  great  productivity  and  mad< 
lot  of  friends.  We  built  a  city,  with  o 
own  hospital  and  our  own  green  bei 
security  force — all  Indians,  comple 
with  the  military  mustaches." 

Other  large  multiyear  manageme 
contracts  follow  ed:  Buenos  Aires,  A 
gentina  in  1979  ($400  million  for  t« 
years);  Caracas,  Venezuela  in  191 
($150  million);  Cordoba,  Argentii 
($150  million);  and  Jidda,  Saudi  Al 
bia  ($400  million). 

Today,  with  operations  in  2 1  cou 
tries,  foreign  business  accounts  f 
17%  of  wmx's  total  revenues.  In  Jui 
it  opened  the  most  modern  hazar 
ous-waste  treatment  plant  in  tl 
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The  Settler's  Hill 
landfill,  Geneva,  III. 
Before  and  after: 
A  truck  dumps  its 
load.  But  just 
over  the  rise  is 
a  golf  course — 
built  on  the  part 
of  the  landfill 
that's  been  closed. 


"Id:  a  $150  million  plant  in  Hong 
ig.  When  it  is  fully  operational,  it 
handle  all  of  the  hazardous  chem- 
waste  generated  in  the  colony, 
ore,  thousands  of  tiny  businesses 
nped  such  effluents  into  the  sewers 
n  where,  untreated,  it  flowed  into 
toria  Harbor,  making  it  one  of  the 
-Id's  most  noisome  and  danger- 
ly  polluted  harbors.  To  get  people 
use  the  plant,  the  government  is 
:ring  free  pickup  and  disposal, 
"he  international  company,  Lon- 
l-based  wmi,  is  the  fastest- growing 
t  of  wmx.  In  Europe,  Australia  and 
iv  Zealand  it  is  consolidating  the 
ustry  through  acquisitions  as  it  has 
the  U.S.  From  revenues  of  £51 
lion  in  1988,  the  U.K.-based  com- 
y  grew  to  £817  million  in  1992. 
<man  expects  revenues  to  grow 
i>,  to  £1.1  billion  this  year.  Earn- 
s  for  the  three  years:  £198  million, 
doesn't  expect  growth  to  slow 
lificantly  in  the  years  ahead.  "The 


international  sector  has  a  population 
base  of  4  billion  to  5  billion,  with  a 
market  of  $200  billion,"  he  says.  "We 
haven't  hit  1%  of  that  yet." 

As  the  number  of  environmentaJ 
regulations  in  the  U.S.  grew,  Bun- 
trock  found  his  customers  in  need  of  a 
variety  of  different  services.  In  1990 
wmx  bought  control  of  Wheelabrator 
Technologies  Inc.  With  the  purchase, 
wmx  found  itself  in  a  number  of  new 
environmental  businesses. 

For  example,  Wheelabrator  is  a 
leader  in  air  pollution  control.  Begin- 
ning with  fabric  filters  and  dust  collec 
tors,  WTJ  now  designs  and  builds 
scrubbers  and  electrostatic  precipita- 
tors to  control  air  pollutants. 
Through  its  own  subsidiaries  wti  also 
has  technology  for  wastewater  treat- 
ment, water  purification  and  the  com- 
posting of  organic  wastes.  The  com- 
pany's major  business  today  is  in  de- 
signing, building  and  running  waste- 
to-energy  plants.  Its  14  plants  burn 


trash  at  high  temperatures,  reducing 
weight  by  80%  and  volume  by  90%, 
according  to  the  company.  The  heat 
thus  produced  is  used  to  drive  tur 
bines  to  generate  electricity  for  6  mil- 
lion people  and  cuts  oil  consumption 
by  over  10  million  barrels  a  year. 

Another  of  wti's  subsidiaries  was 
Rust  International  Inc.,  one  of  the 
nation's  leading  environmental  engi- 
neering and  consulting  firms  as  well  as 
a  leading  design  and  construction 
company.  Early  this  year,  Buntrock 
and  Rooney  took  Rust,  put  it  togeth- 
er with  pieces  of  Chem  Waste  and 
merged  the  business  with  a  small  pub- 
licly traded  subsidiary  but  kept  the 
Rust  name.  "We  needed  to  package 
all  of  our  technology,  engineering 
and  construction  capability  into  a  sin- 
gle entity,"  says  Rust  President  Rod- 
ney Gilbert.  The  new  Rust  Interna- 
tional has  the  capability  to  come  in 
and  evaluate  a  customer's  cleanup 
problem,  design  and  engineer  a  solu- 
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X  Technologies'  convoluted  web  of  ownerships  and  cross-ownerships, 
parent's  stock  benefits  when  the  units  find  their  own  level  in  the  market. 
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tion,  do  the  construction  required 
and  handle  the  cleanup.  Or  it  can  do 
any  piece  of  that  process. 

Only  about  half  of  Rust's  business 
is  directly  related  to  the  environment. 
The  rest  is  process  consulting,  engi 
neering  and  construction.  ''  Think  of 
Rust  as  the  technology  arm  ofwMX," 
says  Gilbert,  with  pride. 

l  or  example,  Hoechst  Celanese 
needed  to  reformulate  its  chemical 
processes  at  its  seven  specialty  chemi- 
cal plants  in  the  U.S.  to  produce  more 
"environmentally  friendly"  products. 
The  company  wanted  to  deal  with  a 


single  firm,  so  as  to  expose  its  propri- 
etary technology  as  little  as  possible. 
From  not  even  being  a  contender, 
Rust  won  the  contract,  thanks  to  its 
consolidation.  It  was,  says  Gilbert,  the 
"largest  environment  focused  p'roj 
ect  awarded  by  the  process  industry  in 
the  United  States." 

With  so  much  going  for  it,  why  has 
wmx  stock  been  weak  in  the  latest 
stage  of  the  bull  market?  The  stock 
had  a  market  capitalization  that  ap- 
proached $23  billion  as  recently  as  last 
year,  with  the  stock  pushing  toward 
50.  Since  then  it  has  lost  $7  billion  in 
value  as  the  stock  has  fallen  under  32. 

Sea  led -down  earnings  forecasts  are 
partly  to  blame.  Because  of  the  con- 
tinuing world  recession,  Kidder's  Su- 
lam  is  predicting  an  earnings  gain  of 
just  7%  (to  $1.80  a  share)  this  year, 


down  from  the  20%  pace  the  company 
has  been  setting  in  recent  years. 

But  more  serious  was  the  unexpect 
edly  poor  performance  of  Chemical 
Waste  Management,  Inc.,  the  WMX 
subsidiary  specializing  in  the  process- 
mi;  and  disposal  of  hazardous  and 
chemical  waste.  Just  four  years  ago  it 
was  a  fast-growing  division  that  con- 
tributed almost  25%  ofwMX's  operat- 
ing income,  notes  analyst  Sulam.  In 
1992  it  supplied  just  16%,  and  that  is 
likely  to  fall  further,  to  10%,  this  year. 
Wall  Street,  of  course,  hates  surprises 
like  that. 


The  surprise  was  the  more  punish- 
ing because  it  hit  one  of  wmx's  most 
promising  businesses.  Chem  Waste 
has  7  of  the  20  speciallv  prepared 
commercial  hazardous-waste  landfills 
in  the  U.S.  The  company  also  has 
three  incineration  sites  where  hazard- 
ous organic  waste  is  burned  at  high 
temperature,  leaving  a  residue  of  ash 
or  liquid.  Inorganic  wastes,  like  heavy 
metals,  are  neutralized  or  stabilized 
by  various  technologies.  Barriers  to 
entry  in  the  business  are  high:  Only 
one  new  ha/ardous-waste  landfill  has 
been  approved  in  the  past  13  years, 
and  there  is  strong  opposition  to  the 
siting  of  new  hazardous  waste  inciner- 
ators, according  to  Bruce  Tobecksen, 
until  recently  the  chief  financial  offi- 
cer of  Chem  Waste. 

The  number  of  competitors  is  small 


because  of  the  potential  liability,  wm 
feels  it  is  better  able  to  handle  the  ru 
than  most.  "  There's  a  liability  only 
it's  mismanaged,"  says  Tobecksei 
"Managing  risk  is  really  part  of  ot 
business.  We  feel  that  we  have  the  be 
technology,  the  best  engineering  an 
monitoring  that  is  possible  in  oi 
facilities.  We  know  exactly  what  w 
are  putting  in  the  ground,  where  w 
are  putting  it,  how  it  has  been  trcatci 
and  all  the  facilities  are  rhonitore 
every  day." 

Well  and  good,  but  Chem  Wasl 
had  never  experienced  a  real  recessio 
until  this  one.  "Investors,  throng 
1990,  perceived  that  this  group  |( 
companies]  was  recession -proof,  an 
it  really  isn't,"  says  Sulam.  During  tli 
recession,  the  government  slow  ed  i 
spending  for  cleaning  up  hazardoi 
w  astes.  So  did  private  companies. 

If  there  is  a  silver  lining  to  this  clou 
for  Buntrock,  it  is  that  his  competitoi 
are  doing  worse.  Union  Pacific  Corj 
Chairman  Drew  Lewis  told  analysi 
that  its  subsidiary  in  the  business  wi 
earning  such  poor  returns  that  h 
might  pull  the  plug.  And  Conrail 
getting  rid  of  its  group.  The  reasoi 
Buntrock  explains,  is  that  they  wet 
latecomers  to  the  business  and  a( 
quired  their  subsidiaries  for  top  do 
lar.  "We  started  Chem  Waste  froi 
scratch,  with  one  laboratory  here  o 
the  south  side  of  Chicago,"  he  say: 
Thus  its  relatively  low  capital  cosl 
make  wmx  a  sure  survivor  in  a  toug 
but  promising  business. 

As  the  economy  picks  up  steam,  sc 
too,  w  ill  the  generation  of  waste,  2 
well  as  spending  on  cleaning  up  ol 
sites.  If  competitors  drop  out  alon 
the  w  ay,  so  much  the  better  for  C  'her 
Waste.  At  the  same  time,  says  Bun 
trock:  "We're  waste  managers,  so  \v 
have  to  help  our  customers  manag 
their  w  aste.  So  if  the  business  move 
from  a  quantity  function  to  mor 
services  and  processing,  we'll  mov 
with  it." 

And  so  will  the  whole  company.  I 
a  stock  market  less  sensitive  to  short 
and  medium-term  hiccups, WMX  stof 
would  probably  not  have  taken  th 
beating  it  has  this  year.  Its  technolog 
is  the  best,  its  experience  priceless,  it 
future,  barring  bad  mistakes,  all  bit 
assured  in  a  world  where  the  environ 
merit  has  become  a  near  universe 
concern.  ■ 
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THE  RYDER  USED 
TRUCK  WARRANTY. 

BECAUSE  WE 
WOULDN'T  SELL  YOU  A 
TRUCK  WE  COULDNT 
STAND  BEHIND. 


)  one  else  offers  you  Ryder's 
le,  30-day  limited  warranty, 
s  because  no  one  else  offers  you 
trucks  that  r 
beenspec'd  1 
naintained 
'yder's. 

om  the  day  each  brand  new  vehi- 
ins  our  fleet,  it  goes  on  the  most 
)us,  carefully-designed  preventive 


maintenance  program  in  the  industry. 

With  check  up  after  check  up. 
Inspection  after  inspection.  Regularly 
scheduled  and  per- 
formed to  make  sure 
every  one  of  our  used 
trucks,  tractors,  and 
trailers  stays  in  superior  condition. 
And  that  it's  Ryder  Road  Ready 
before  it  goes  on  the  market. 


Call  l-800-USED-TRK,ext.95, 
today.  We'll  find  you  the  used  vehicle 
that  fits  your  needs.  We'll  help  quali- 
fied buyers  with  financing.  And  we'll 
show  you  why  no  one  else  backs  their 
used  trucks  like  we  back  Ryder's. 


ROAD  READY  USED  TRUCKS 


The  standard  of  the  industry. 


MARKETING 

IQITED  BY  JQSHIW LtVIME 


Here's  the  latest  from  Madison  Avenue:  slick,  half-hour 
commercials  that  look  just  like  regular  TV  shows.  • 

Entertainment 


or 


decept 


ion; 


s 


The  camera  focuses  on  four  advertis- 
ing agency  types  sitting  around  a  con- 
ference table  exchanging  Madison 
Avenue  banter.  They're  trying  to 
come  up  with  a  new  ad  campaign  for 
the  Ginsu  knife,  that  hoary,  late-night 
commercial  icon.  "You  mean  the 
knife  that  cuts  through  steel  cans, 
right?"  smirks  one  character. 

Thus  goes  Ginsu's  $400,000  info- 
mercial  featuring  a  slick  fic- 
tional storyline,  profession- 
al actors,  wry  copy  and  pro- 
duction values  straight  out 
of  Hollywood.  It  has  the 
requisite  slicing  and  dicing 
displays,  but  in  a  style 
meant  to  amuse  and  engage 
instead  of  hector. 

Fitted  out  with  800- 
n umbers  for  handy  order- 
ing, these  infomercials — 
sophisticated  video  ver- 
sions of  carnival  barking — 
are  turning  into  one  of  the 
hottest-selling  tools  in  mar- 
keting. Just  in  the  past  year 
some  of  Madison  Avenue's 
biggest  ad  agencies  have 
separate  infomercial  units,  including 
D'Arcy  Masius  Benton  &  Bowles, 
ddb  Needham,  Saatchi  &  Saatchi  and 
J.  Walter  Thompson. 

You're  still  more  likely  to  stumble 
upon  an  infomercial  pitch  for  Vanna 
White's  Perfect  Smile  Tooth  Whiten- 
ing System  than  for  Wedgwood  chi- 
na. But  mainstream  marketers  like 
Kodak,  General  Motors,  Gillette, 
MCA  Records  and  American  Airlines 
are  starting  to  use  infomercials. 
"You're  going  to  see  a  lot  more 
Forbes  500  companies  entering  the 
arena,"  says  Victori;  Lins,  California 
ad  manager  for  GTt  1 1  iephone  Oper- 
ations. GTE  is  current!)  rolling  out  a 


film  touting  a  package  of  enhanced 
phone  services.  A  test  in  southern 
California  produced  what  Lins  calls 
an  "overwhelming"  volume  of  calls. 
"And  65%  to  70%  of  those  callers 
ended  up  purchasing  something," 
she  says. 

When  can  you  view  infomercials? 
Usually  on  leftover  time  on  cable 
channels  during  the  early  morning 


Scene  from  Ginsu's  $400,000  half-hour  infomercial 
A  pitch  designed  to  amuse  and  engage  rather  than  hector 


launched 


hours  or  on  weekends.  The  idea  is  to 
grab  whoever  happens  to  be  flipping 
through  and  hold  them  for  the  three 
to  four  minutes  infomercial  makers 
figure  it  takes  to  hook  them.  If  the 
infomercial  works,  the  client's  phone 
banks  register  it  immediately. 

Last  year,  claims  David  Savage  of 
the  National  Infomercial  Marketing 
Association,  callers  responding  to 
800-numbers  on  some  150  infomer- 
cials bought  $750  million  worth  of 
products.  This  vear,  he  savs,  the  total 
will  be  20%  higher. 

What  distinguishes  the  latest  info- 
mercials from  their  predecessors  is  the 
absence  of  hard  sell.  The  newer  ones 
don't  use  the  kind  of  insistent  lapel- 


grab  that  sends  an  insomniac  runnii 
to  order  a  juice  processor.  The  thin 
ing  now  is  to  link  direct  selling  wi 
retail  distribution:  get  the  viewt 
into  a  store. 

Only  2%  of  the  people  who  see  i 
infomercial  respond  on  the  sp( 
"The  impact  on  the  other  98% 
much  greater  with  an  infomerc 
than  with  a  series  of  30-sccoi 
spots,"  claims  Timothy  Hawthorr 
whose  Hawthorne  Communicatio 
created  the  Braun  infomercial. 

Last  May  Capital  Cities/Ai 
launched  a  joint  venture  with  U 
Direct,  a  subsidiary'  of  catalog  gia 
Fingerhut.  USA  Direct  develops  tl 
product  and  infomercials  to  air  < 
ABC-owned  cable  channels  like  ESP 
Former  Bloomingdale's  chairm 
Marvin  Traub  is  also  pursuing  pre 
ects  that  combine  infomercials  ai 
retail  sales.  The  Thai  Chef,  a  Trai 
venture,  will  be  promoted  by  an  inf 
mercial  for  its  $69.95  brass  wok.  T 
wok  and  a  line  of  Tr 
foods  will  appear  in  stor 
like  Dayton  Hudso 
Bloomingdale's  and  Co 
ran's  at  the  same  time  ti 
infomercial  airs. 

If  the  infomercial  worl 
the  direct  sales  will  at  le; 
cover  the  media  and  pr 
duction  costs,  while  the  h 
profits  will  come  from  ad( 
tional  sales  at  the  retail  ei 
stimulated  by  the  ad. 

Not  that  there  still  arer 
plenty  of  the  older  type 
infomercial  around, 
some  cases  the  product 
simply  fraudulent.  In  ot 
ers,  the  infomercial  masquerades 
noncommercial  programming,  sm 
as  an  "objective"  news  report  Ti 
Federal  Trade  Commission  recent 
extracted  a  $550,000  settlement  fro 
the  purveyors  of  the  Magic  Wat 
hand-held  mixer.  The  infomerc 
demonstrated  the  Magic  Wand  crus 
ing  an  uncut  pineapple  into  pulp  ai 
w  hipping  skim  milk  into  a  frothy  de 
sert  topping.  The  pineapple  was  pr 
crushed  and  the  milk  wasn't  skim  mil 

The  newer  infomercials  strive 
avoid  outright  deception.  But,  sa 
Timothy  O'Leary,  who  made  tl 
Ginsu  infomercial:  "We  have  to  wa 
a  fine  line  between  entertainment  ai 
deception."  -J.L.  I 
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a  nation  that  thrives  on  disposable  products, 
mmercial  Metals  performs  a  necessary  and 
:reasingly  profitable  role. 

i  olden  grange 


Seth  Lubove 

3  blaze  of  the  hot  Texas  sun  is 
med  by  a  fine  cloud  of  metallic 
t,  a  coating  of  which  settles  on  the 
or's  suit.  Dust  and  din  erupt  from 
"shredder,'"  a  Tyrannosaurus  rex 
.  machine  that  ingests  entire  cars 
refrigerators  and  spits  out  8-inch 
:es  of  metal  20  seconds  later.  Wel- 
le  to  Commercial  Metals  Co.'s 
las  scrap  yard,  one  of  the  32  that 
$1.6  billion  (expected  fiscal  1993 
s)  company  operates  throughout 
U.S. 

.11  this  dust  and  din  is  producing 


sparkling  profits  these  days.  Since  Jan- 
uary, American  Metal  Market's  com- 
posite price  for  a  ton  of  steel  scrap  has 
jumped  29%,  to  over  $1 12  a  ton,  with 
some  higher  grades  of  scrap  rising 
even  more.  In  the  junk  business,  even 
modest  price  increases  make  big  im- 
pacts on  the  bottom  line.  Fueled  by 
these  higher  prices,  Commercial  Met- 
als reported  a  1 35%  increase  in  profits, 
to  over  $14  million,  through  its  first 
three  fiscal  quarters  (versus  the  same 
period  last  year),  on  a  44%  increase  in 
revenues.  Earnings  for  the  full  year, 


which  ends  Aug.  30,  should  almost 
double,  to  $2.14  a  share. 

Why,  with  most  commodity  prices 
flat,  is  scrap  booming?  Credit  the  steel 
rhinimills  such  as  Nucor  Corp.  and 
Birmingham  Steel  Corp.  They  melt 
scrap  steel  in  electric- arc  furnaces, 
then  roll  it  into  steel  for  concrete 
reinforcement  bars,  joists  and  sign- 
posts. During  the  1980s  minimills 
increased  their  share  of  steel  output  to 
35%  of  total  production  from  25%. 
PaineWebber's  metals  analyst  Peter 
Marcus  predicts  they  will  continue  to 
take  market  share  from  the  big  inte- 
grated mills  for  the  next  few  years,  and 
so  push  scrap  prices  yet  higher. 

Exports  of  U.S.  scrap  metal  are  also 
booming.  The  U.S.  is  the  Saudi  Ara- 
bia of  scrap,  providing  as  much  as  35% 
of  the  rest  of  the  world's  annual  sup- 
ply. The  Chinese  are  taking  advantage 
of  the  weak  dollar  by  buying  U.S. 
scrap  to  feed  their  own  minimills, 
according  to  Stephen  Wulff,  a  vice 
president  at  David  J.  Joseph  Co.,  the 
nation's  largest  scrap  broker. 


♦ 


ABOVE: 

Junked  cars  being  fed 
to  shredder 

LEFT: 

Chief  Executive  Stanley  Rabin 
He's  made  Commercial  Met- 
als as  consistently  profitable 
as  Nucor,  but  Wall  Street 
treats  his  stock  like  junk. 
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Commercial  Metals 


Commercial  Metals  has  been  col- 
lecting and  selling  scrap  ever  since 
founder  Moses  Feldman  emigrated 
from  Eastern  Europe  to  Galveston, 
Tex.  in  1915.  Feldman's  son  Jacob 
moved  the  company  into  steclmaking 
in  the  early  1960s,  when  he  bought  a 
small  minimill  in  Seguin,Tex.  that  has 
become  Commercial's  largest  divi- 
sion, producing  about  1  million  tons 
of  structural  steel  in  three  mills.  Now 
run  by  Stanley  Rabin,  who  is  not 
related  to  the  family,  the  company 
also  fabricates  steel,  runs  a  big  inter- 
national metals  trading  business, 
makes  copper  tubing  from  recycled 
scrap,  and  processes  nonferrous  scrap. 

There  has  been  some  concern  on 
Wall  Street  about  potential  environ- 
mental liabilities  arising  from  regula- 
tions that  cover  landfill  operators. 
These  regulations  may,  however,  in  a 
backhanded  way,  benefit  Commercial 
by  forcing  small  operators  to  sell  out 
at  favorable  prices.  By  eliminating 
small  scrap  yards  that  cannot  afford  to 
comply,  the  regulations  may  help  iron 
out  some  of  the  more  extreme  fluctu- 
ations that  periodically  depress  the 
scrap  business.  Says  Rabin,  sitting  far 
from  his  grimy  scrap  yards  in  a  high- 
rise  Dallas  office  building:  "In  the 
longer  run,  that  [consolidation]  will 
be  a  benefit  to  us." 

Do  you  remember  the  scrap  dealer 
played  by  Broderick  Crawford  in 
George  Cukor's  1950  classic,  Born 
Yesterday?  He  was  a  coarse,  uncouth 
boor  who  was  the  goat  of  the  film. 
Stanley  Rabin  could  not  be  more 
different.  Stolid  and  bespectacled,  he 
holds  degrees  in  metallurgical  engi- 
neering and  business,  and  quietly 
bristles  at  die  image  of  scrap  metal 
recycling  as  a  grungy  business. 

That  messy  image  hurts  more  than 
Rabin's  feelings.  Commercial  Metals 
has  been  as  consistently  profitable  as 
Nucor,  the  preeminent  minimill  op- 
erator; yet  Commercial's  shares,  re- 
cently 34V&,  trade  at  a  70%  premium 
to  its  book  value,  whiie  Nucor's  stock 
price  is  almost  5  times  book.  Com- 
mercial Metals  sells  at  under  16  times 
likely  earnings  for  the  current  fiscal 
year,  compared  with  an  equivalent 
multiple  of  31  for  Nucor. 

Thar  Born  Yesterday  image  of  die 
junk  merchant  is  badly  out  of  date. 
Maybe  Commercial  Metals'  lowly 
multiple  is  out  of  date,  too.  M 
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For  years  Japan's  postal  ministry  has  done  its  best 
to  keep  U.S.  firms  out  of  Japan's  telecommunications 
businesses.  Look  who's  now  paying  the  price. 

Unintended 

favors 

By  Gale  Eisenstodt 

In  thk  1980s  Japan's  Ministry  of 
Posts  &  Telecommunications  did  its 
best  to  keep  U.S.  firms  out  of  Japan's 
telecom  market.  At  one  point  the 
ministry  even  falsely  claimed  a  short- 
age of  radio  frequencies  to  try  to  limit 
Motorola's  penetration  of  Japan's  cel- 
lular phone  market. 

Who  has  been  hurt  most  by  this 
subtle  protectionism?  None  other 
than  the  Japanese.  Who  has  gained? 
Lately,  a  number  of  U.S.  telecom- 
munications companies. 

Employer  of 300,000  civil  servants, 
the  Ministry  of  Posts  &  Telecom- 
munications is  one  of  Japan's  least 
competent  bureaucracies.  It  has  so 
swamped  the  Japanese  telecommuni- 
cations and  broadcast  markets  in  do- 
mestic regulations  that  services  are 
more  expensive  and  less  developed 
than  those  offered  in  the  U.S. — a 
major  liability  in  the  information  age. 
Says  John  Stern,  vice  president  of  the 
American  Electronics  Association  in 
Tokyo:  "Japan's  telecommunications 
market  is  an  example  of  managed 
competition  that  is  rapidly  becoming 
unmanageable." 

Examples  of  bureaucratic  obstacles 
and  their  results  are  everywhere.  For 
instance,  the  diffusion  of  cellular 
phones  in  Japan — where  cellular 
phones  must  be  expensively  leased — 
is  less  than  half  the  rate  in  the  U.S. 

For  years  Nippon  Telegraph  & 
Telephone,  officially  privatized  in 
1985  but  still  under  the  very,  very 
close  supervision  of  the  Ministry  of 
Posts,  has  worked  closely  with  Japan's 
big  four  equipment  makers — NEC, 
Fujitsu,  Hitachi  and  Oki  Electric — to 
codevelop  switches  and  other  hard- 
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ware  to  NTT's  unique  standai 
These  standards  have  made  it  diffi< 
for  foreign  firms  trying  to  do  bush 
in  Japan. 

But  this  cozy  government/bi 
ness  partnership  has  backfired  in  c 
tain  key  markets.  Japanese  telecc 
munications  switches  are  expen; 
and  short  on  features,  and  don't 
well  overseas.  To  break  into  fore 
markets  Japan's  manufacturers  m 
develop  separate  products — an 
pensive  endeavor.  Even  in  Asia  ; 


Takashi 
Kobayashi, 
president  of 
Japan  Cable 
Television 
Japan's 
bureaucrats 
make  life 
difficult 
for  telecom- 
munications 
entrepreneurs. 


icveloping  world  Japanese  firms 
Dsing  market  share  to  European 
U.S.  firms  in  digital  switches, 
s  Pyramid  Research  of  Cam- 
j;e,  Mass. 

)ny  of  ironies:  Now  that  NTT  is 
•x  pressure  to  cut  costs  and  com- 
with  newly  established  rivals,  it  is 
ping  around  for  cheaper,  ad- 
td  gear  that  is  more  dependent 
)ftware,  an  area  in  which  Japanese 
;  are  relatively  weak.  So  it  is  buy- 
foreign  equipment.  "This  is  a 
endous  opportunity,"  says  Rog- 
oore,  president  of  Northern  Tel- 
1  in  Japan,  which  has  seen  Japa- 
sales  take  off. 

the  interactive  media  area,  Japan 
1  the  sidelines  for  now,  letting 
firms  get  a  head  start  in  this  hot, 
field.  To  get  a  piece  of  the  action, 
iese  firms  must  venture  to  the 
Sega  Enterprises  is  teaming  up 
Time  Warner  and  Tele-Commu- 
ions,  Inc.  to  deliver  videogames 
able.  Fujitsu  Ltd.  is  negotiating 
a  number  of  Baby  Bells  to  pro- 
advanced  switching  systems  for 
)-on-demand  services.  And  To- 
l,  which  owns  roughly  6%  of 
;  Warner  Entertainment,  is  team- 


ing up  with  CATV  equipment  maker 
Scientific-Atlanta  to  develop  high- 
capacity  terminals  for  an  interactive 
sytem  in  Orlando,  Fla. 

These  and  other  Japanese  compa- 
nies are  bringing  their  capital  and 
ingenuity  to  the  U.S.  because  Japan's 
bureaucrats  were  ill-disposed  toward 
leaving  technology  decisions  to  the 
market.  In  the  late  1980s  postal  min- 
istry bureaucrats  decided  that  direct 
broadcast  satellite  of  analog  signals 
was  a  better  technology  than  cable.  So 
cable  operators  were  bound  and 
gagged  in  red  tape  and  permit  delays 
while  the  Ministry  of  Posts  created 
Japan  Satellite  Broadcasting  (jsb),  a 
consortium  of  over  260  leading 
firms — including  Toyota,  Sony  and 
Matsushita — in  part  to  promote  Ja- 
pan's already  outdated  analog  HDTV 
standard.  A  former  postal  ministry 
official  was  tapped  to  head  JSB. 

Today  JSB  has  less  than  half  the  3 
million  subscribers  it  needs  to  break 
even,  the  president  has  been  booted 
out,  and  hard-pressed  Japanese  banks 
are  providing  emergency  funding. 
(Interestingly  enough,  something 
very  similar  happened  in  Europe;  see 
Forbes,  July  19.) 


The  postal  ministry  has  done  its 
best  to  keep  Japan's  few  capable  com- 
munications entrepreneurs  in  check. 
Consider  Takashi  Kobayashi,  whose 
Japan  Cable  Television,  Ltd.  distrib- 
utes CNN  programming  in  Japan.  In 
1990  Kobayashi  tried  to  set  up  his 
own  system  to  transmit  programming 
via  satellite.  But  until  last  year  the 
ministry  in  effect  told  Kobayashi  that 
he  could  serve  only  a  limited  customer 
base,  thus  drastically  limiting  his  com- 
mercial potential.  "It's  difficult  for  a 
new,  private  company  to  do  business 
in  this  market,"  says  Kobayashi. 

In  the  next  year  or  so,  the  Ministry 
of  Posts  must  decide  whether  and 
when  to  ease  regulations  that  prevent 
NTT  from  broadcasting  video  signals 
over  phone  lines.  This  is  a  real  dilem- 
ma. If  the  bureaucrats  refuse  to  ease 
the  regulations,  then  NTT  will  tall 
behind  in  the  technology  race.  But  if 
they  do  unleash  NTT,  some  weak  cable 
TV  and  satellite  firms  may  go  broke. 
Since  Japanese  bureaucrats  lose  face  if 
companies  they  have  handed  licenses 
to  fail,  one  can  hear  a  din  of  nail-biting 
now  going  on  at  the  Ministry  of  Posts. 

A  related  dilemma:  The  ministry's 
minions  are  still  talking  of  breaking 
NTT  up,  a  la  the  1984  AT&T  divesti- 
ture. Three  new  common  carriers 
were  allowed  to  compete  against  NTT 
in  Japan's  lucrative  long  distance  mar- 
ket in  1985,  with  the  result  that  long 
distance  rates  have  dropped.  But  the 
postal  ministry  continues  to  set  NTT's 
local  phone  rates  at  9  cents  for  three 
minutes,  among  the  cheapest  in  the 
world.  Yet  the  Ministry  of  Posts  wants 
NTT  to  invest  in  new  technology.  The 
company  hopes  to  connect  every 
home  in  Japan  to  optical  fiber  by  die 
year  201 5 — at  a  cost  of  perhaps  $400 
billion.  Lately  the  ministry  has  said 
the  task  should  be  taken  over  by — 
guess  who — the  bureaucrats. 

As  Japan's  old  political  system 
slowly  crumbles,  will  bureaucratic 
power  also  diminish?  Longer  term, 
perhaps.  But  for  now  the  bureaucrats 
are  likely  to  gain  power,  not  lose  it. 
Says  Tsuruhiko  Nambu,  an  econom- 
ics professor  at  Tokyo's  Gakushuin 
University:  "Our  politicians  at  pre- 
sent are  too  weak  and  corrupt  to 
check  them."  That's  bad  news  for  the 
Japanese,  but  in  at  least  some  respects 
a  boon  for  Americans  and  Japan's 
other  competitors.  H 
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Special  Advertising  Supplement 


MEXI 


n  a  world  where  many  gov- 
ernments struggle  with  stag- 
gering budget  deficits,  Jose 
Angel  Gurria,  director  of 
Mexico's  Foreign  Trade  Bank 
(Baneomext),  recently  told  a  group  of  U.S. 
importers/exporters  in  Houston,  Texas: 
"Show  me  a  government  without  a  budget 
deficit  and  I'll  go  congratulate  it." 

Congratulations  should  begin  at  home. 
In  1992,  the  Mexican  government  operat- 
ed in  the  black,  breaking  a  20-year  stretch 
of  budget  deficits.  The  future  looks  even 
better:  The  government  anticipates  a  1.7% 
budget  surplus  for  V     .  <  ,  >n trolling  gov- 


The  Monument  to  Independence  in  Mexico 

ernment  spending,  however,  is  just  par 
Mexico's  public  financial  strategy  to  sol 
fy  growth  and  stability  for  the  future.  T 
Mexican  government  has  also  declared 
inflation  "public  enemy  number  one"  z 
is  aiming  its  economic-policy  battery  a 
it.  And  in  May,  the  government  moved 
make  the  central  bank,  Banco  de  Mexi< 
(Banxico),  an  autonomous  entity  like 
the  corresponding  banks  in  the  U.S.  an 
Great  Britain,  pushing  the  country  furt 
toward  a  free-market  mentality. 

The  Banxico  move  would  have  been 
surprising  had  it  come  alone,  but  it  is  ji 
one  of  the  many  restructuring  moves 


To  Face  International  Business  Needs 
In  Mexico,  You  Require 
Full  Support  In  Every  Sense. 


At  Bancomer  we  know  the  importance  of  having 
a  full  financial  group  to  be  able  to  offer  you 
complete  financial  services,  worldwide. 
Through  our  affiliated  companies  we  are  able 
to  face  all  your  traditional  banking  needs  and 
provide  assistance  in  areas  such  as  factoring,  leasing, 
warehousing  and  stock  brokerage. 

For  your  convenience  we  have  800  Bancomer 
branches  and  an  extensive  network  of  correspondent 


banks  in  the  most  important  financial  centers 
around  the  world. 

The  support  of  a  full  financial  group  is  essential 
for  international  business.  It  just  makes  sense. 


The  Mexican  bank  with  business  sense. 


Headquarters  Mexico  Av  Univtrsidad  1200.  CP  03339  Tel  tSISi  621-34-34.  Fax.  (525) 621-32-30. 
•  Buenos  Aires    •    Grand  Cayman    •    Hon%  Kong     •    London    •    Los  Angeles     •    Madrid    •    New  Yoil     •    Santiago  de  Chile    •    San  Paulo    •     Tokyo    •  Toronto 
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made  by  President  Carlos  Salinas  de  Gortari  in  his  efforts 
to  liberalize  the  nation's  economy  completely.  From  total 
financial  disarray,  Mexico  has  managed  to  become  a  haven 
for  foreign  capital.  Merrill  Lynch  has  just  announced  that 
the  country  will  get  an  investment  grade  bond  rating 
during  1993.  According  to  Mario  M.  Covo,  Merrill  Lynch 
Latin  America  representative,  Mexican  companies  are 
the  largest  issuers  of  ADRs  and  bonds,  and  they  have 
received  44%  of  total  investment  in  Latin  America. 

Enrique  Villatela,  credit  director  of  the  Secretariat  of 
Finance,  manages  about  #10  billion  in  foreign  issues  for 
the  Mexican  government.  He  says:  "Most  of  the  economic 
measures  that  have  been  implemented  have  been  done 
independent  of  whether  NAFTA  is  signed  or  not.  In  case 
NAFTA  is  turned  down,  the  adverse  effects  for  the  econo- 
my would  be  only  short-term." 

Exporters'  Response 

The  response  from  Mexico's  business  community  to 
the  government's  overall  program  has  been  extraordi- 
nary. Companies  have  used  an  array  of  imaginative 
approaches  to  take  advantage  of  the  fresh  economic 


The  Mexican  textile  industry  is 
increasing  sales  in  the  U.S.  and  overseas. 

climate,  ranging  from  mergers  with  creditors  to  issuing 
paper  in  foreign  markets,  particularly  in  the  U.S.  Alfonso 
Romo  Garza,  chairman  of  multifaceted  Grupo  Pulsar 
International,  based  in  Monterrey,  says  that  the  consis- 
tent flow  of  foreign  investment  into  Mexico  "is  not  mere 
luck.  It  comes  rather  from  the  changes  the  Mexican  econ- 
omy has  undergone.  These  changes  make  the  economy 
trustworthy,  bringing  in  foreign  capital  and  improving  the 
standard  of  living  tor  Mexicans." 

Exporting  has  become  a  major  concern,  along  with 
expanding  Mexican  companies  abroad.  In  one  bold  j 
move,  more  (In        1  tern  Mexico  investors  ^ 

involved  in  the  production  of  tropical  fruit  bought  Del 
Monte  Fresh  Produce  in  order  to  gain  a  better  piece  of 
die  export  market.  These  investors  are  mostly  growers 
'ready  selling  their  crops  to  Del  Monte.  Now,  after  out- 


bidding other  international  investors  interested  in  tht 
fresh  produce  giant,  which  controls  16%  of  the  world 
market,  they  own  it. 

Says  Romo  Garza  of  Pulsar,  which  controls  a  grea 
share  of  the  Mexican  cigarette  market  (among  other 
assets),  the  move  now  is  to  start  exporting  some  of  its 
cigarette  brands,  particularly  Montana,  its  best-sellin£ 
brand.  Garza  has  offices  in  I  long  Kong  and  Moscow.  " 
it  doesn't  matter,"  he  says,  "if  places  represent  a  grea 
market  potential,  we  will  produce  there.  Just  to  give  y 
an  example,  if  China  gives  priority  to  investment  ovei 
imports,  then  we  will  set  up  a  factory  there.  That's  oil 
idea  of  globalization." 
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Export  GrowtL 


The  fact  that  there  is  a  trade  deficit  docs  not  mear 
Mexican  companies  are  net  buyers.  Exports  arc  growii 
considerably,  and  Mexican  industrialists  are  seeking 
foreign  markets  for  their  goods.  This  represents  a  maji 
change  in  attitude.  Before  Mexico  joined  the  General 
Agreement  on  Tariffs  and  Trade  in  1986,  exports  were 
just  token  income  for  most  companies.  They  have  sin 
become  a  main  source  of  revenue  for  some. 

In  1980,  Mexico  was  the  world's  35th  largest  expoi 
by  1990  it  was  the  20th.  Its  change  in  rank  and  the  pa 
of  transformation  of  its  export  base  are  unparalleled. 
Since  1982,  non-oil  exports  have  more  than  quadruph 
and  manufactured  exports  have  increased  five-fold.  Tl 
stock  of  direct  foreign  investment  is  four  times  greatei 
than  it  was  ten  years  ago. 

"This  growth  shows  that  actions  are  being  taken  tr 
raise  the  competitiveness  of  our  productive  plants,'"  s; 
Presidcnt  Salinas,  who  holds  a  Harvard  doctorate  in 
economies.  "In  addition,  the  price-index  gap  between 
services  and  goods  is  narrowing — one  sure  sign  of 
decreasing  inflation." 

In  presenting  the  Banxico  autonomy  bill  to  Congn. 
this  May,  Mexican  Finance  Secretary'  Pedro  Aspe  said 
it  will  bring  inflation  under  control  by  enacting  a  cons 
tutional  mandate  to  prevent  the  government  from  issu 
money  to  cover  a  deficit.  "With  autonomy  for  Banxico 
the  risk  of  inflation  will  decrease  greatly,"  he  told  the 
Chamber  of  Deputies.  The  Banxico  bill  will  put  the  ha 
dling  of  exchange-rate  mechanisms  and  interest  rates 
under  the  supervision  of  Banxico,  rather  than  the  govt 
mcnt's  executive  branch. 

There  is  no  question  in  government  leaders'  minds 
that  the  only  direction  Mexico  can  take  in  the  future  i: 
toward  internationalizing  its  economy.  Their  program 
well  on  the  wav. 
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The  Monterrey  Institute 
of  Technology: 
Helping  Build  Mexico's  Future 


There  are  4.500  professors  teaching  nearly  5S.000 
students  on  the  26  campuses  nationwide  that  comprjfl 
the  Institute  Technologieo  de  Estudios  Superiores  de 
Monterrey — the  Monterrey  Institute  of  Technology, 
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The  Monterrey  Institute  of  Technology 
offers  a  progressive  approach  to  education. 

known  as  "el  Tech"  for  short.  This  is  a  far  cry  from  the 
227  students  and  14  professors  the  Tech  hegan  with  50 
years  ago  on  August  6,  1943.  From  this  humhle  begin- 
ning, the  Tech  has  become  the  most  popular  private  uni- 
versity in  Mexico. 

Not  only  does  the  Institute  train  talented  business 
people,  it  is  also  involved  in  practical  industrial  research 
and  committed  to  total  quality  in  education.  Its  endeav- 
ors include  helping  Mexico's  state  governments  improve 
rural  teaching. 

Founded  by  Monterrey  industrialists  led  by  the  late 
Eugenio  Garza  Sada,  the  Monterrey  Institute  of 
Technology  has,  according  to  Monterrey  publicist  and 
sports  promoter  Raul  Perez  Salinas,  "changed  the  face  of 
the  nation's  education  and  created  an  authentic  private 
enterprise  mentality." 

Dean  Rafael  Rangel  agrees  with  such  a  view,  but  in 
the  eight  years  he's  been  at  the  helm  of  the  Tech,  he 
has  shifted  educational  programs  from  strictly  business 
to  give  students  a  broader  view  of  their  role  as  Tech 
graduates. 

"When  I  first  took  over  as  dean.  I  sat  down  to  have 
lunch  with  some  students,"  says  Rangel.  an  industrial 
engineer  and  Tech  graduate  himself.  "One  of  them  told 
me,  'We  come  to  the  Monterrey  Institute  of  Technology  to 
be  taught  how  to  make  money.'  This  had  a  strong  impact 
on  me,  so  much  so  that  today  20%  of  the  courses  in  all 
careers  focus  on  humanities.  Why?  Students  have  to 
know  social  reality  and  their  surroundings  and  feel  them. 
I  want  my  students  to  go  out  of  here  saying,  'I  was  taught 
to  develop  by  creating  jobs  and  changing  social  structure.' " 

iProva  rling  a.  Core  .£ 
v  '  i    ip    i  lintrepreneiirs 

A  survey  sho.vs  that  65%  of  all  students  who  graduat- 
ed in  1980  went  into  In.-  iness  on  their  own,  and  of  those 
who  graduated  in  1990,  35%  had  already  set  up  their  own 
business.  "If  we  gradua     »,000  students  this  year,"  says 


Rangel,  "and  65%  of  them  found  their  own  business  wi 
an  average  of  20  employees  per  company,  then  we  are 
Saying  that  over  the  next  10  years  this  generation  will 
have  created  80,000  jobs." 

One  of  the  Tech's  programs  offers  technical  assists 
to  industry.  The  school  has  a  licet  of  mobile  machinist 
centers  it  takes  to  factory  floors  to  train  workers.  The 
year-old  program  was  first  designed  to  upgrade  teehnii 
skills  of  workers,  but  as  Total  Quality  Management  ha: 
been  implemented  in  Mexican  industries,  the  prograu 
has  been  shifted  to  train  unskilled  candidates  in  rural 
communities.  This  unusual  program  in  shop-floor  trai 
demonstrates  that,  for  an  institute  bent  on  supplying  t 
country  with  business  managers  and  industrial  engine 
(as  well  as  specialists  in  32  careers),  the  Tech  has  son 
thing  for  everyone  in  business. 

Another  innovative  program  at  the  Monterrey 
Institute  of  Technology  is  its  satellite  teaching  system 
of  its  campuses  are  hooked  up  to  the  government-own 
Morelos  Satellite,  and  a  myriad  of  courses  are  taught  f 
central  classrooms,  giving  each  campus  the  resources 
the  whole  Institute  via  satellite.  As  with  other  educate 
programs,  the  Tech  expects  to  share  its  satellite  netwc 
classroom  activ  ities  with  communities  where  it  operai 

A  Cent  or  for  Quality 
Ariel  a  Source  ©I  New  Growth 

The  Institute  is  funded  by  dozens  of  Mexican  indu 
tries,  which  can  then  take  advantage  of  its  resources  t 
help  them  develop  pragmatic  quality  programs.  Any 
industrialist  who  approaches  the  Tech's  Quality  Centt 
Monterrey  gets  advice  from  experts  on  how  to  improvi 
quality  and  productivity  while  participating  in  a  global 
marketplace. 

Regional  development  programs  are  also  importan 
the  tics  between  the  Institute  and  the  business  commi 
ty.  Research  is  being  conducted  to  identify  the  strcngt 
of  each  region  and  to  determine  which  products  and  s 
vices  will  make  it  more  competitive.  Several  Mexican 
states  have  already  received  the  results  of  this  rcscarc 
and  are  putting  it  to  work. 

Tech's  progressive  approach  to  education  is  attrac 
an  increasing  amount  of  interest.  This  doesn't  surpris* 
Rangel,  who  sees  the  Institute  as  an  important  player 
reshaping  the  social  fabric  of  Mexico.  "All  we  are  doinj 
says  Rangel,  "is  getting  ready  for  the  21st  century." 


A 


Monterrey: 
Bridging  the  Continent 


A  recent  study  by  Corporate  Location  magazine  n 
Monterrey  among  one  of  the  seven  "cities  of  the  futun 
along  with  Shanghai.  Santiago  de  Chile,  Budapest, 
Johannesburg,  Barcelona  and  Atlanta.  This  fast-grown 
city  of  nearly  3.5  million  people  in  northern  Mexico  hi 
thriving  local  economy  and  is  leading  the  nation's  effo 
to  link  up  with  the  rest  of  North  America. 

Trade  is  a  two-way  street,  and  just  as  Monterrey 
entrepreneurs  are  seeking  joint  ventures  with  I'.S.  cor 
panics.  American  business  people  sec  Monterrey  as  a  I 


Co  n sum  e  r  P r  o  d  u  c  t s 
and  Fin  a  n  c  i  a  1  Services 


Pulsar 

Pulsar  lnternacional.SA.de  C.V. 


Av.  Roble  300  mezzanine  Torrealta 
Col.  Valle  del  Campestre 
•Garza  Garcia  66265,  N. I.  Mexico  Fax:  (83)  567  332 


Mazarik  29  29  piso ' 

Col.  Chapultepec  Morales  ' 

Mexico  11570,  D.F.  Fax:  (5)  227  8259 
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step  in  entering  the  Mexican  market.  According  to  John 
Barrett,  manager  of  the  Monterrey-American  Chamber  of 
Commerce  (AmCham,  a  chamber  devoted  to  promoting 
U.S.  business  in  Monterrey),  the  number  of  queries  from 
Americans  wanting  to  do  business  locally  has  increased  to 
more  than  200  a  month  in  the  past  year.  These  run  the 
gamut  from  people  selling  franchises  or  merchandise  to 
industrialists  seeking  to  establish  factories  in  Mexico. 


The  interest  of  U.S.  business  is  understandable. 
Monterrey  is  just  1 1 1  miles  from  the  Laredo,  Texas,  r 
der  and  is  well  connected  to  several  other  border  citu 
and  ports  of  entry  to  the  U.S.  The  network  of  roads 
Monterrey  enjoys  is  among  the  finest  in  Mexico.  On  t 
drawing  board  are  plans  for  a  high-speed  electric  trail 
which  would  run  between  Monterrey  and  San  Antoni 
Texas,  and  be  a  positive  addition  to  the  existing  railrr 
network. 

A  visible  sign  of  increased  bilateral  progress  is  the 
recently  completed  Cintermex  trade  center,  financed 
Monterrey  industrial  and  commercial  organizations.  I 
1992,  Cintermex  facilities  were  busy  with  48  trade  sh 
during  the  3M)  days  the  center  was  open.  Many  of  tht 
trade  shows  were  international  and  attracted  partieip 
from  many  countries. 

The  state  of  Nuevo  Leon,  where  Monterrey  is  loca 
augmenting  its  infrastructure  with  several  nearby  dai 
increase  the  city's  water  supply,  as  well  as  adding  an 
underground  subway  system  to  the  existing  elevated 
system.  This  construction  is  being  financed  by  Nuev< 
Leon  State  Bonds,  issued  through  the  Mexican  Stock 
Exchange,  a  new  form  of  state  government  financing 
brought  about  by  Nuevo  Leon  Governor  Socrates  Riz 

SpearLeatling  Growtli 

Monterrey  entrepreneurs  are  leaders  in  the  intern 
tionalization  of  Mexican  industry.  The  two  biggest  ex; 
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MEXICO  CITY'S 
SMALL  LUXURY 

A  luxuriously  small  oasis  just  minutes  from  Mexico 
City '  s  main  business,  cultural  and  shopping  districts, 
the  Hotel  Marquis  Reforma  is  the  perfect  combination 
of  business  and  pleasure.  Not  only  will  our  Corporate 
Club  and  its  excellent  bilingual  staff  take  care  of  all 
your  business  needs,  but  with  our  impeccable,  per- 
sonalized service,  well  equipped  Spa,  two  premier 
restaurants,  and  the  surrounding  fascinating  city, 
you'll  want  to  extend  your  stay  through  the  weekend 
by  bringing  your  spouse  or  family  along  (baby  sitters 
available).  Come  to  the  Marquis  Reforma... where  a 
small  luxury  becomes  an  irresistible  experience. 

Paseo  de  la  Reforma  465.  For  reserv  ations  call 
1-800-525-4800.  TOLL  FREE  U.S.A.  &  CANADA 
(800)235-23-87*  (800)223-65-10 
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FOUR  DIAMOND  AWARD  W  W  \vr  wr 


. e ft  to  Right: 

1-  Rep  Gov.  of  Arizona. 
Fife  Symington. 

2-  Rep.  Gov.  of  Texas. 
Rnn  Richards 

3-  Gov  of  New  Mexico. 
Bruce  Ring. 

4-  Gov.  of  Sonora. 
Manlio  Fabio  Beltrones. 

5-  Gov.  of  Raja  California. 
Ernesto  Hoffo  Rppel. 

6-  Gov.  of  California. 
Pete  Wilson. 

7-  Gov.  of  Nuevo  Leon. 
Socrates  Rizzo  Garcia. 

8-  Mexican  Secretary  of  State 
Jose  Patrocinio  Gonzalez. 

9-  Gov.  of  Tamaulipas. 
Jose  Cavazos  Lerma. 

0-  Gov.  of  Chihoahoa. 
Francisco  Barrio  lerrazas 

1-  Ambassador  of  Mex.  in  II.S.R 
Jorge  Montarlo. 

Ambassador  to  Mexico. 
John  Dimitri  Negroponte. 


2-  U.S. 


Nuevo  Leon  State 
Government 


NUEVO  LEON: 
INDUSTRIAL 
CRPITRL  OF 
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pies  are  Mexican  glass  manufacturer  Vitro,  which  entered 
the  U.S.  market  with  the  acquisition  of  Anchor  Glass, 
Latchford  Glass  and  AGI  America,  and  giant  cement-man- 
ufacturer Cemex,  the  world's  fourth-largest  cement  com- 
pany, which  has  taken  over  U.S.  company  Sunbelt 
Enterprises  and  Spanish  companies  Valenciana  and 
Sanson. 

There  are  also  some  very  visible  joint  ventures  by 
Mexican  companies.  For  example,  Vitro  has  joint  ven- 
tures with  Corning,  Samsonite  and  Whirlpool,  among  oth- 
ers. Protexa  has  important  links  with  PepsiCo,  Alfa  Group 
with  Bekaert,  and  Eastman  Chemical  Valorcs  Monterrey 
with  Aetna  Life  &  Casualty.  Fcmsa,  which  owns 
Cerveeeria  Cuauhtemoc,  is  associated  with  Coca-Cola,  , 
and  light-truck-maker  Grupo  Industrial  Ramirez 
with  Asia  Motors.  /ft 

Foreign  investment  in  Monterrey  is  booming. 
Noteworthy  are  Canada's  Northern  Telecom,  which  is 
investing  S(>0  million  to  enlarge  its  Mexican  facilities,  and 
German  automotive  giant  Mercedes-Benz,  which  is 
investing  #50  million  in  an  existing  bus  assembly  plant 
close  to  Monterrey. 

Traditionally  an  industrial  and  trade  city,  Monterrey 
has  become  a  financial  center  in  the  1990s.  Five  of 
Mexico's  18  commercial  hanks  are  owned  and  operated 
by  Monterrey  financial  groups.  Bancomer  (Mexico's  sec- 
ond-largest bank),  Banorte,  Banorie,  Serin  and  Gonfia  net 
42.8%  of  total  profits  for  banks,  and  yield  one-third  of 


Monterrey,  city  of  the  f i 

total  banking  capital  in  Mexico,  with  nearly  84.5  billi< 
accountable  capital. 

The  expansion  of  Monterrey  business  both  within 
Mexico  and  internationally  is  virtually  unstoppable.  1 
city  will  benefit  from  trade  links  with  the  U.S.  and 
Canada  because  local  entrepreneurs  have  the  vision  I 
tackle  global  markets  unabashedly  and  with  an  ongoi 
"win-win  mentality.' 

This  special  Mexico  supplement  was  produced  b 
Robert  S.  Benjamin  &  Associates,  Mexico  City. 
• 

Design:  Zaino  Design,  NYC 


In  the  wilds  of  Mexico 
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banking.  You 
growing  full 
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•  140  offices  nationwide. 
•Worldwide  correspondent 

banking  base. 
•Mergers  and  acquisitions. 


a  guide. 

opportunities,  you  need 
best  way  to  successful 
Banpais.  We  are  a  fast- 
bank,  ready  to  take  you 
get  in  Mexico. 


•  Money-market  investments. 

•  Import  and  export  financing. 

•  Direct  loans  and  money  orders. 


For  further 
information,  plea 
contact  Miguel 
Tijerina  Scnon, 
Investment  & 
International  Bar 
Vicepresident, 
ai  91  (5)  625-48-: 
Fax  91  (5)  533-6: 
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In  worldwide  markets,  Banca  Cremi  links  you  with  Mexico  through  trade 
financing  and  investment  banking. 

Banca  Cremi,  a  middle  size  mexican  bank  with  full  size  services,  offers 
you  the  opportunity  to  engage  with  businesses  in  Mexico,  like: 

•Export  credits  with  attractive  interest  rates  and  term  plans  that  fit  your  needs. 
•Trust  for  foreigners  that  wish  to  acquire  real  estate  in  coastal  and  border  areas, 
•Trade  financing  capital  and  investment  banking,  and  debt  to  equity, swaps,  among  other  services. 

Contact  us  at: 

Phone:  (525)  703-03-33  ext.  4067  or  4075  Fax:  (525)  592-64-33 
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lessed  by  one  of  the 
most  diverse  arra« 
of  tourist  attractions 
of  any  country  in 
the  world,  Mexico  at  the  same  time 
boasts  one  of  the  most  exciting  suc- 
cess stories  in  the  field  of  travel  indus- 
try development.  From  the  sweeping 
beaches  and  stunning  archeological 
treasures  of  the  Caribbean  resorts  of 
Cancun  to  the  unspoiled  beauty  and 
stark  vistas  of  the  newest  resorts  at  the 
Bays  of  Huatulco  on  the  Pacific  and 
I-oreto  on  the  Sea  of  Cortes.  Mexico 
has  gone  beyond  being  a  travel  desti- 
nation, offering  the  Mexican  and 
international  business  communities 
a  wide  range  of  travel-related  invest- 
ment opportunities. 

According  to  Tourism  Secretary 
Pedro  joaquin  Coldwell.  the  country 
expects  to  receive  10  million  visitors 
annually,  with  expenditures  well  in 
excess  of  S5  billion,  up  from  6.5  mil- 
lion foreign  tourists  and  $3.9  billion 
in  revenue  in  1991. 

International  visitors  are  well 
aware  of  Mexico's  6,000  miles  of 
superb  coastline  and  rich  culture,  as 
well  as  the  beauty  of  its  diverse  geog- 
raphy, archeological  treasures  and 
historic  colonial  cities.  The  Mexican 
government  realizes  the  enormous 
potential  of  responsible  tourism 
development,  and  is  working  to  har- 
ness the  country's  natural  beauty  and 


FIVE 


REASONS 


TO  INVEST 


UNDER 


THE  SUN 


Cancun 


rich  cultural  and  historical  traditi 
to  provide  a  wide  range  of  inter- 
nationally competitive  vacation 
destinations. 

The  National  Fund  for  the 
Development  of  Tourism  (Fonatu 
plays  a  unique  role  in  the  develop 
ment  of  new  tourist  destinations. 
Specifically,  the  agency;  headed  b\ 
Mario  Ramon  Beteta,  has  been 
instrumental  in  supporting  the 
creation  of  five  of  the  world's  mos 
beautiful  travel  destinations — 
Cancun,  the  Bays  of  Huatulco,  Lo 
Ixtapa  and  Los  Cabos.  A  unique 
entity,  Fonatur  is  an  important  pi 
in  a  public-sector/private-sector  p 
nership  that  is  creating  world-cla 
facilities  at  unmatched  destinatic 
in  Mexico. 

Fonatur  is  the  offspring  of  5 
master  plan  created  20  years  ago 
to  take  charge  of  developing  the 
country's  unrivaled  tourism  asset 
The  agency  was  created  through  I 
merger  of  two  others,  one  in  char 
of  developing  travel  infrastructun 
the  other  responsible  for  overseeir 
the  financing  of  hotel  and  integn 
travel  resorts. 

Fonatur's  basic  functions  ar 
the  development  and  consolidate 
integrally  planned  resorts,  includi 
infrastructure  and  real  estate  deve 
ment.  Fonatur  first  develops,  then 
sells  and/or  leases  both  land  and 


Ixtapa 


Los  Cabos 


Advertisement 


>s.  It  also  undertakes  property 
merit,  operation  and  mainte- 
irovides  a  full  range  of 
ig  options;  encourages  direct 
lture  participation  with  both 
ies  and  individuals  to  develop 
of  travel  facilities  at  selected 
ions;  and  promotes  new 

le  agency's  newest  program 
creating  large-scale  develop- 
t  locations  ideally  suited  for 
.  They  are  master-planned 
■contained  sites  that  are  built 
existing  infrastructure  such 
its  and  major  roads.  There 
f  these  "megaprojects"  in 
stages  of  development 
out  Mexico. 

i.e  master  plans  created  by 
for  the  five  major  destina- 
re  conceived  to  identify  all 
tourist  facilities  suitable  for 
nent,  while  ensuring  the 
>n  of  the  natural  beaut)'  and 
ns  of  each  site.  At  each  of 
e  beach  resorts,  Fonatur  has 
ken  special  efforts  to  preserve 
ronment,  making  sure  that 
t  advanced  technology  is  at 
ce  of  ecological  integrity, 
ter  treatment  plants  to 
d  urban  installations, 
main  is,  of  course,  the  most 
>wn  success  story,  since  it 
first  centrally  planned  resort 


community  in  Mexico.  It  made  the 
transition  nicely  from  a  sleepy  fishing 
village  in  1969  to  the  flourishing 
resort  it  is  today,  with  more  than  2 
million  visitors  per  year. 

Ixtapa,  on  Mexico's  stunning 
Pacific  coast,  is  second  only  to 
Cancun  in  tourism  revenue.  Modem 
and  cultured,  Ixtapa  grew  swiftly 
from  1975  to  1991,  when  the  number 
of  hotel  rooms  increased  tenfold.  It 
boasts  major  ownership  resort  devel- 
opments such  as  Marina  Ixtapa,  a 
world-class  sports-fishing  facility  with 
3,250  hotel  rooms,  2,388  condo  units, 
1,204  single-family  residences  and 
ample  shopping  space;  Azul  Ixtapa, 
a  luxury  condo -hotel  with  1,200 
rooms;  and  Punta  Ixtapa,  a  luxurious, 
.secluded  beach  club  resort. 

At  the  tip  of  the  Baja  peninsula, 
the  Cabo  San  Lucas  and  San  Jose  del 
Cabo  (Los  Cabos)  corridor  is  fast 
becoming  one  of  the  premier  resorts 


on  Mexico's  Pacific  coast.  Aiong  this 
corridor,  there  is  a  Jack  Nicklaus  golf 
course  along  with  residences,  condos 
and  hotels. 

North  of  Los  Cabos,  on  the  east 
side  of  the  peninsula,  lies  another 
magnificent  sports  fishing  center, 
Loreto.  As  the  spot's  natural  beaut)'  is 
developed,  the  area  is  expected  to  grow 
tremendously.  On  tap  for  development 
are  three  world-class  hotels  with  a 
combined  capacity'  of  750  rooms  and 
completion  of  the  924-acre  nautical 
resort  known  as  Puerto  Loreto. 

Located  on  the  Pacific  in  the 
southern  state  of  Oaxaca,  Huatulco 
comprises  nine  secluded  and  spectac- 
ular bays,  each  with  an  intimacy  of 
its  own.  The  bays  are  on  a  22-mile 
stretch  of  coastline  and  are  hidden 
even  from  one  another,  offering  visitors 
the  pleasure  of  discovering  the  undis- 
covered. The  airport  is  12  miles  north 
of  the  bays.  Currently  the  two 


major  carriers,  Aeromexico  and 
Mexicana,  operate  21  flights  per 
week  from  Mexico  City,  with  connec- 
tions to  all  major  U.S.  cities. 
Regional  carriers  such  as  Aerocaribe 
and  Aeromorelos  fly  from  Oaxaca 
City,  and  many  regular  routes 
from  potential  markets  are  being 
negotiated. 

Several  major  hotels  and  a  golf 
course  are  already  in  operation  in  the 
Bays  of  Huatulco,  and  the  growth  rate 
is  likely  to  be  impressive,  matching 
the  natural  beaut)'  of  the  place  where 
the  clear  sea  water  makes  for  unsur- 
passed diving  and  water  sports. 

Fonatur  financing  is  supported 
by  preferential  interest  rates,  extended 
repayment  terms,  no  commissions 
and  leverage  of  up  to  60%  of  the  total 
investment.  The  agency  also  provides 
consulting  services  to  investors  in  the 
travel  industry. 

Since  the  Mexican  government 
liberalized  ownership  requirements 
for  foreign  nationals  several  years 
ago,  as  part  of  the  sweeping  modern- 
ization of  the  economy,  investment 
opportunities  within  Mexico's 
tourism  sector  are  greater  —  and 
more  attractive  —  than  ever,  both  for 
individuals  and  for  the  international 
business  community  as  a  whole. 

Cancun,  Ixtapa,  Los  Cabos, 
Loreto  and  the  Bays  of  Huatulco.  Five 
reasons  to  invest  under  the  sun.  ■ 


ays  of  Huatulco 
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Cancun,  Ixtapa,  Los  Cabos, 
Loreto  and  the  Bays  of  Huatulco. 

Insurgents  Sur  800  191 1  Pennsylvania  Ave. 

03100  Mexico,  D.F.  Washington.  D.C.  20006 

Tel:  525  687-7437  Tel:  202-728- 1639 
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One  of  the  worst  things  a  founder  can  do  to 
a  family  business  is  to  divide  control  among 
his  or  her  progeny.  Consider  Sam  Ash  Music  Corp. 


"They're  good  brothers 
and  they  love  each  other55 


By  Amy  Feldman 

Thk  Ash  family  cares  deeply  about 
its  business,  but  that  caring  doesn't 
always  make  lor  harmonious  relations 
among  the  family  members  who  to- 
gether run  Sam  Ash  Music  Corp.  The 
six  descendants  of  the  original  Sam 
Ash  who  work  for  this  SI  OS  million 
(estimated  revenues)  retailer  of  musi- 
cal instruments  frequently  butt  heads. 

Sam  Ash  Music  sells  musical  instru- 
ments in  nine  stores  in  New  York  and 
New  Jersey.  The  business  was  started 
in  1924  in  a  tiny  storefront  in  the 
Brownsville  section  of  Brooklyn.  The 
original  Sam  Ash  died  in  1956.  Two 
years  earlier  his  son  Jerome,  now  68, 
took  over  operations.  Jerry's  brother 
Paul,  64,  is  second  in  command. 

Before  old  Sam  Ash  died,  he  made  a 
bad  mistake — he  didn't  draw  up  a 
will.  The  family  business  went  to  his 
wife,  Rose,  who  divided  control  of  it. 
Sons  Jerry  and  Paul  eventually  got 
48%  of  the  company  each;  their  sis- 
ter, Marcia  Abrams,  who  does  not 
work  in  the  business,  owns  the  re- 
maining 4%.  Brother  Paul  has  no 
children,  but  brother  Jerry  has  three 
sons,  all  of  whom  are  in  the  business 
and  each  of  whom  has  been  given  a 
6%  stake. 

In  short,  with  no  one  family  mem- 
ber in  control,  the  company  has  to  be 
run  on  consensus. 

What's  wrong  with  that?  Like  the 
rest  of  retailing,  the  fragmented  $5- 
billion -plus  musical  instrument  retail- 
ing business  is  ripe  for  change.  Just  as 
Tower  Records'  founder,  Russell  Sol- 
omon, steamrolled  the  mom-and- 
pop  music  stores  (Forms,  Oct.  22, 
1990),  so  could  a  dynamic  entrepre- 
neur shake  up  the  music.:!  in  -raiment 


business.  Then,  watch  out,  Sam  Ash 
Music. 

"My  father's  greatest  ability  is  to  let 
people  think  on  their  own,"  says  35- 
year-old  Samuel  Ash,  one  of  Jerry's 
sons.  "But  now  these  minds  are  going 
off  in  different  directions." 

Take  something  as  basic  as  inven- 
tory. Sam  Ash  Music  was  built  on  the 
theory  that  each  store  should  stock  a 
wide  selection  of  brand -name  prod- 
ucts. Inventory  has  to  this  day  been 
bought  more  on  the  basis  of  intuition 
and  emotion  than  on  computer  print- 
outs. That  may  please  many  custom- 
ers, but  it  also  means  costly  inven- 
tories of  brand- name  products  that 
turn  over  slowly.  Sam  Ash  stores  typi- 
cally cam'  about  25,000  different 
items.  By  contrast,  market  leader  Gui 
tar  ("enter,  based  in  Chatsworth, 
Calif.,  carries  a  smaller  selection  of 
merchandise  in  its  15  stores.  Thanks 
to  high  turnover,  its  profit  margins  are 
believed  to  be  double  Sam  Ash's  esti- 
mated 3%  margins. 

[erry  Ash  thinks  wide  stocking  is 
still  a  good  idea.  "If  someone  comes 
in  and  we  don't  have  something  they 
want,  we're  embarrassed,"  he  says. 
But  son  Richard,  38,  doesn't  think 
embarrassment  is  reason  enough  to 
tie  up  about  $25  million  in  inventory 
in  nine  stores.  "We  need  to  take  the 
emotion  out  of  buying,"  says  Richie, 
who  wants  to  see  fewer  products. 

As  a  sort  of  compromise,  certain 
colors  of  specific  guitars  are  no  longer 
kept  in  stock.  Jerry  Ash  is  loath  to 
change  too  fast  or  too  much. 

Differences  in  opinion  also  delayed 
the  family's  decision  to  move  the 
flagship  store  from  a  rundown  neigh- 


Sam  Ash  peers  out  from  above  his 

Brownsville  store 

He  should  have  made  a  will. 


borhood  in  Hempstead,  on  N 
York's  long  Island,  to  a  better  lo 
tion  in  nearby  Westbury.  Icrry  ■ 
had  proposed  moving  the  store 
1980,  but  Paul  Ash  liked  the  old  st< 
and  resisted.  As  the  ncighborhc 
deteriorated,  sales  stagnated.  Paul 
nally  relented  and  agreed  to  the  m< 
three  years  ago. 

In  late  1989  Jem-  Ash  thought 
company  should  expand  to  Bost< 
This  time  Paul  agreed,  but  Ric 
objected;  he  thought  the  rent  was  t 
high  at  the  prime  location  his  fad 
found  on  Commonwealth  Avcn 
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§  The  Ash  clan,  from 
|  Sam  Ash  Music  Corp. 
|  (left  to  right): 
I  Bernice,  Paul  and 
1  Jerry  Ash;  Robert 
I  Abrams;  David, 
D  Richard  and  Sam  Ash 
"My  father's 
greatest  ability 
is  to  let  people 
think  on  their 
own.  But  now 
these  minds  are 
going  off  in  dif- 
ferent directions." 


slating  $600,000  for  rcnova- 
Jerry's  Boston  plans  fell  behind 
lie.  With  no  possibility  of  get- 
le  store  open  in  rime  for  Christ- 
ie family  pulled  out  of  the  deal, 
ead,  the  Ashes  spent  another 
>oking  for  a  new  location,  and 
opened  a  store  in  Cherry  Hill, 
i  August  1992.  Even  today  Jerry 
LmentS  the  loss  of  the  Boston 
Son  Richie  is  delighted, 
retimes  things  can  get  pretty 
chez  Ash.  Family  members  still 
a  business  meeting  in  the  early 
,  when  Richie  Ash  began  a 


shouting  match  over  profit  margins. 

"He  was  screaming  we  didn't  make 
enough  money,"  recalls  his  younger 
brother,  Sammy.  "I  was  very  upset 
that  money  was  so  important  to  him," 
laments  his  mother,  Bernice  Ash, 
"because  it  wasn't  to  us." 

Who  will  take  over  the  business 
from  ferry  and  Paul  Ash?  Jerry's  three- 
sons  are  all  contenders.  Sammy,  a 
vintage  guitar  collector,  runs  the 
chain's  guitar  and  amplifier  depart- 
ments. David,  a  41 -year-old  graduate 
of  Harvard  Law  School,  is  general 
counsel.  Richie  is  the  stores'  electron 


ics  buyer. 

Will  the  brothers  be  able  to  get 
along  well  enough  to  adapt  their 
grandfather's  business  to  the  chang- 
ing times?  "They're  good  brothers 
and  they  love  each  other,"  says  Jerry 
Ash.  "And  by  the  time  I'm  ready  to 
call  it  quits,  they'll  have  mellowed." 

Maybe  so.  But  if  the  story  of  Sam 
Ash  Music  teaches  anything,  it's  that 
every  company  needs  somebody  in 
charge.  Committees,  be  they  of  pro- 
fessionals or  relatives,  don't  cut  it  in 
the  dynamic  worlds  in  which  small 
businesses  live.  Hi 
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As  CDs  get  more  expensive,  selling  used  discs  is 
becoming  a  big  business— much  to  the  alarm 
of  the  record  companies  and  the  stars. 

Garth's  barbecue 


By  Lisa  Gubernick  with  Kate  Bohner 


Music  Millennium's  Terry  Currier  at- his  CD  roast 
Why  fry  America's  most  popular  recording  star? 


Last  month  customers  of  Music  Mil- 
lennium in  Portland,  Ore.  were  invit- 
ed to  bring  in  any  and  all  recordings 
by  country  star  Garth  Brooks  and 
exchange  them  for  cash.  Tern'  Curri- 
er, the  store's  owner,  then  piled  the 
Brooks  discs  and  tapes  in  his  parking 
lot  and  set  them  on  fire. 

Why  barbecue  America's  most 
popular  (31  million  albums  sold)  re- 
cording star?  The  answer  is  that  Curri- 
er does  a  small  but  brisk  business 
selling  used  CDs  in  his  store.  And 
Brooks  announced  with  great  fanfare 
in  June  that  he  would  no  longer 
permit  his  new  CDs  to  be  sold  in  stores 
that  sold  used  ones.  Thus  the  confla- 
gration. "I've  just  done  a  huge  deal 
with  my  label  and  I  need  to  do  all  I  can 
do  to  make  it  a  profit  and  used  CDs 
aren't  going  to  do  my  label  s  - 
Brooks  told  reporters.  "The  writers 
are  getting  nothing,  the  labels  are 


getting  nothing  and  the  artists  are 
getting  nothing.  I  don't  know  how 
anyone  can  stand  for  it." 

The  record  labels  got  mad  before 
Brooks  did.  Starting  in  May  the  distri- 
bution arms  of  EMI  (  which  owns 
Brooks'  label),  Warner,  \u  A  and  Sony 
announced  they  would  no  longer 
supply  retailers  that  handle  used  CDs 
with  cooperative  advertising  dol- 
lars— a  loss  of  tens  of  millions  of 
dollars  in  marketing  support.  EMl's 
tough  tactics  went  further;  EMI  execu- 
tives stated  that  they  would  no  longer 
accept  the  return  of  CDs  without  the 
security  seals — even  if  the  products 
are  defective. 

All  this  would  seem  to  be  a  lot  of 
fuss  about  nothing'.  Used  cds  amount 
to  hardly  2%  of  the  S9  billion  record- 
ed music  industry.  But  the  used  CD 
numbers  could  soon  grow  dramati- 
cally, since  consumers  are  discovering 


that  a  disc  played  scores  of  in 
sounds  just  as  good  as  a  new  one. 

Something  called  the  Sound  1 
National  Music  Consumer  Stud' 
nationally  syndicated  survey  used 
record  industry  executives,  shoi 
that  24%  of  people  who  have 
players  purchased  at  least  one  usee 
in  the  past  six  months.  And  last  1 
\  ember  the  339  store  Wherehc 
chain  announced  it  would  be  test 
the  used  <  D  concept . 

"If  left  unattended,  used  (  Ds  cc 
end  up  being  20%  of  the  busines 
five  years,"  says  Russ  Bach,  heat 
EMI  Music's  U.S.  distribution  a 
"If  I  don't  fight  [used<  Ds]  today, 
will  have  lost  the  war  for  tomorro' 

The  record  companies  have  thi 
selves  to  blame  as  much  as  any 
else.  For  the  last  year  and  a  half 
prices  for  new  <  ds  have  marched 
lentlessly  upward — from  a  low 
S13.98  to  a  recent  high  of$16.98 

Wherehouse  and  most  other  u 
CD  stores  pay  between  SI  and 
(cash  or  credit )  for  old  discs  and  tl 
mark  them  up  to  S3  to  S12  for  res 
Retailer  profit  margins  on  new  d 
range  between  25%  and  35%;  u 
discs  are  up  to  triple  that. 

Much  of  the  used  CD  supph 
coming  from  customer  trade-ins, 
that's  not  all.  Russ  Bach  contends  t 
as  much  as  20%  of  the  goods 
promotional  copies,  stuff  sent  out 
free  to  stores,  journalists  and  ra 
stations.  Many  used  (  D  stores  in 
they  don't  sell  anything  marked  " 
promotional  use  only,"  but  m 
stores  selling  "used"  CDs  aren't  n 
essarily  selling  used  goods.  John  M 
maduke,  president  of  Hastii 
Books,  Music  &  Video,  a  104-st 
chain  based  in  Amarillo,  Tex.,  e 
mates  that  30%  of  "used"  discs  co 
from  record  company  employees  w 
load  up  on  unmarked  discs  from  i 
locked  cabinets  and  from  custom 
who  resell  CDs  thev  buy  at  deep  ( 
count  from  record  clubs. 

No  matter  the  source,  no  mal 
how  loud  the  record  companies  ho 
the  used  disc  market  seems  here 
stay.  "I  think  record  distributors 
fat  and  happy,  and  they  are  using  t 
issue  to  make  sure  they  stay  that  \va 
says  Marmaduke.  "I  don't  think  tl 
anticipated  the  backlash.  We  are  d 
ging  in  our  heels.  This  business  is  i 
going  to  go  away." 
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manufacturer  of  appliances,  Whirlpool  Corp. 
st  rate.  Sadly,  the  company's  finance  unit  isn't. 

Led  faces 
i  Michigan 


ta  Koselka 


for  good  companies,  it's  hard 
everything  right, 
e  Benton  Harbor,  Mich. -based 
x>ol  Corp.  Under  Chief  Execu- 
•avid  Whitwam,  this  $7  billion 
iues)  manufacturer  of  washing 
nes  and  other  appliances  has 
ntrated  on  expanding  its  busi- 
lobally,  investing  heavily  in  Eu- 
nd  now  Asia.  Focusing  on  the 
•-term  health  of  the  company, 
cement  has  successfully  im- 
i  product  quality.  Profits  last 
it  a  record  $205  million. 

Whitwam  has  stumbled  in  one 
tant  area,  Whirlpool's  captive 
e  company,  Whirlpool  Finance 

The  $204  million  (revenues) 
ecently  took  a  huge  writeoff; 
Whirlpool  insiders  fear  there's 
bad  news  still  to  come. 

years  Whirlpool  Finance  did 
f  one  thing  and  did  it  well.  It 
ed  Whirlpool  dealers'  inven- 
and  their  customers'  purchases, 
g  the  1980s  WFC  grew  around 

year.  In  1987  revenues  were 
nillion.  Earnings  were  $13.5 
n,  about  14%  on  revenues, 
itwam,  who  was  named  chief 
dve  in  1987,  thought  the  unit 

do  better.  After  all,  General 
ic  Co.'s  GE  Capital  Services  al- 
doubled  in  size  from  1986  to 


1988;  it  earned  $800  million  in  1988, 
around  7.4%  on  revenues. 

To  make  Whirlpool's  finance  unit 
more  like  ge's,  Whitwam  went  out- 
side the  company  and  hired  James 
LeBlanc  to  run  the  finance  company. 
LeBlanc  looked  like  a  brilliant  catch. 
With  his  help,  West  Coast  utility 
PacifiCorp's  financing  business  had 
grown  more  than  fourfold  (to  reve- 
nues of  $115  million,  profits  of  $23 
million)  between  1986  and  1988. 

When  he  arrived  at  Whirlpool  Fi- 
nance in  1988,  LeBlanc  brought  with 
him  six  other  executives  from  his  for- 
mer employer,  PacifiCorp.  The  new- 
comers quickly  alienated  many  older 
Whirlpool  Finance  staffers,  especially 
when  they  closed  offices  and  slashed 
the  field  staff  in  Whirlpool  Finance's 
old-line  dealer  inventory  financing 
operations. 

LeBlanc  planned  to  expand  the 
unit  by  making  higher-margined  air- 
craft and  leveraged  buyout  loans.  Un- 
der his  command,  wfc's  commercial- 
loan  portfolio,  largely  to  leveraged 
buyouts,  grew  from  nothing  to  $350 
million  in  1991.  An  aircraft  finance 
office  was  opened  in  London.  By 
1991  the  aircraft  portfolio  was  almost 
$500  million. 

LeBlanc's  early  results  were  prom 
ising.  In  1990  Whirlpool  Finance 


Corp.  earned  $27  million — almost 
40%  of  Whirlpool's  paltry  $72  mil- 
lion net  income  that  year.  The  next 
year  was  even  better,  wfc's  1991 
earnings  hit  a  record  $31  million. 

But  the  economy  was  souring.  GE 
Credit  and  other  finance  companies 
started  pulling  in  their  horns  on  air- 
craft financing  and  leasing.  But  Le- 
Blanc pushed  onward.  In  early  1992 
Whirlpool  Finance  even  took  an  equi- 
ty stake  in  GPA,  the  Irish  aircraft  lessor 
that  has  since  run  into  serious  finan- 
cial trouble  (Forbes,  June  22,  1992 
and  Apr.  26,  1993). 

Whirlpool  soon  got  a  bitter  fore- 
taste of  what  was  to  come.  The  loan 
portfolio  largely  accumulated  under 
LeBlanc  at  PacifiCorp  unraveled.  In 
1992  PacifiCorp  Financial  Services 
took  $102  million  in  writeoffs. 

By  late  1992  the  debt-rating  agen- 
cies were  after  Dave  Whitwam  to  refo- 
cus  WFC  on  its  core  business — or  put 
Whirlpool's  debt  rating  at  risk.  Con- 
cerned, Whitwam  sent  a  team  of  peo- 
ple to  find  out  what  was  up.  In  Janu- 
ary 1993  the  company  decided  wfc 
would  discontinue  its  commercial  and 
aircraft  financing  businesses.  Whirl- 
pool closed  down  LeBlanc's  London 
office  and  "dismissed"  three  of  the 
top  people  at  WFC. 

LeBlanc  survived,  but  he  now 
spends  much  of  his  time  dealing  with 
wfc's  past  mistakes.  This  spring,  for 
example,  Continental  said  it  would 
return  two  planes  to  the  company, 
sticking  the  company  with  two  expen- 
sive nonproductive  assets.  Mean- 
while, wfc's  equity  investment  in  GPA 
is  virtually  worthless. 

In  April  Whirlpool  took  a  $40  mil- 
lion aftertax  writedown  for  WFC.  The 
charge  wiped  out  almost  50%  of  the 
unit's  earnings  of  the  past  three  years. 
LeBlanc  says  he  believes  there  will  be 
no  more  such  losses.  Others  are  less 
sanguine. 

Looking  ahead,  where  will  LeBlanc 
concentrate  wfc's  assets?  "A  determi- 
nation was  made,"  he  says  guardedly, 
"that  would  have  wfc:  play  a  stronger 
and  more  visible  role  in  support  of 
Whirlpool's  global  strategy  and  initia- 
tive." In  other  words,  WFC  plans  to 
reemphasize  its  original  business,  fi- 
nancing Whirlpool  dealers'  inven- 
tories and  their  customers'  purchases, 
a  business  it  never  should  have  de- 
emphasized  in  the  first  place.  ■ 
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Bill  Gates  isn't  known  for  hiding  his  ego 
under  a  basket,  so  it's  worth  meeting 
the  fellow  of  whom  Gates  says: 
"He's  a  lot  like  I  am." 

Microsoft's 
other 
boy  genius 


By  Julie  Pitta 

When  CELLULAR  TELEPHONE  pioneer 
Craig  McCaw  invited  Microsoft 
( lorp.'s  Nathan  Myhrvold  to  speak  at 
a  McCaw  Cellular  Communications, 
Inc.  retreat  a  year  and  a  half"  ago,  he 
expected  an  entertaining  lecture  from 
a  physicist  turned  software  executive. 
W  hat  ,\L (  aw  got,  he  recalls,  w  as  "a 
stern  lecture  on  how  we  in  cellular 
w  eren't  working  closely  enough  with 
the  computer  industry."  Mc(  aw 
staffers  were  startled  by  the  audacity 
of  their  guest. 

"There  was,"  chuckles  McCaw,  "a 
bit  of  shock." 

After  the  shock  wore  off  the 
McCaw  people  realized  Myhrvold 
was  right.  "We  both  agree  that  com- 
puters are  going  to  talk  to  each  other 
on  a  mobile  basis,"  Mc(  aw  says.  Not- 
ing that  his  headquarters  and  Micro- 
soft's are  less  than  5  miles  apart,  he- 
adds:  "But  despite  our  closeness  in 
physical  location,  we  didn't  spend 
much  time  with  them.  Nathan's  talk 
clearly  refocused  us."  Today  McCaw 
and  Microsoft  staffers  meet  regularly 
and  have  been  hashing  out  the  techni- 
cal problems  of  connecting  comput- 
ers ox  er  xvireless  networks. 

Nathan  Myhrx'old  (pronounced 
Mervahld)  is  something  of  a  raritv:  a 
card-carrying  scientist  who  finds  his 
biggest  thrills  in  the  business  world. 
"He's  a  lot  like  I  am,"  says  Myhr- 
x  old's  boss,  Microsoft  Chairman  Wil- 
liam Gates  III,  a  man  not  knoxxn  for 
self-deprecation.  "The  same  thinking 


he  brings  to  a  technology  problem,  he 
applies  to  business  strategy." 

Like  Gates  a  schoolyard  prodigy, 
Myhrvold  completed  all  the 
coursew  ( >rk  for  his  Santa  Monica  high 
school  diploma — except  for  drixer's 
education,  a  requirement  in  Califor- 
nia— by  the  time  he  w  as  14.  He  grad- 
uated from  the  University  of  Califor- 
nia at  Los  Angeles  w  ith  a  bachelor's 
degree  in  mathematics  and  a  master's 
degree  in  geophysics  and  space  phys 
ics  in  1979,  the  year  he  turned  19. 

On  to  Princeton  University,  where 
he  received  a  master's  degree  in  math- 
ematical economics  a  year  later. 
Myhrvold  staved  on  at  Princeton  to 
get  a  doctorate  in  theoretical/mathe- 
matical phvsics. 

In  the  course  of  his  studies,  Myhr 
void  and  a  fellow  graduate  student 
began  tinkering  w  ith  computers,  try- 
ing to  write  a  software  program  to 
perform  complex  mathematical  equa- 
tions on  a  PC.  Myhrvold  and  his  friend 
hadn't  finished  their  software  pro- 
gram when  Myhrvold  took  a  postdoc- 
toral fellowship  with  physicist  and 
bestselling  author  Stephen  Haw  king 
at  Britain's  Cambridge  Unixersitv. 
But  it  xvasn't  long  before  the  com- 
mercial xxorld  began  tugging  Myhr- 
vold back  to  California.  A  year  after 
arriving  in  England,  Myhrx  old  took  a 
leave  of  absence  from  Haw  king.  With 
SI 0,000  from  his  own  savings  and 
from  friends,  he  and  Princeton 
classmate  Charles  Whitmer  and  a  cou- 


* 


pie  of  other  f  riends  moved  to  a  r 
shackle  house  in  Berkeley  to  * 
Dynamical  Systems,  to  proc 
graphics  software — similar  to  Mi 
soft's  Window  s. 

But  in  the  early  1980s  then  mif 
IBM  preempted  Myhrx old's  softv 
program  w  ith  TopView,  also  a  gEj 
ics  program.  With  money  runt 
out,  Myhrvold  scrambled  to  make 
product  a  clone,  compatible  \ 
ibm's  TopView. 
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Microsoft's 
Nathan  Myhrvold 
From  the 
classroom  to 
the  boardroom. 


his  point,  in  1986,  Bill  Gates 
d  Myhrvold's  life.  Gates  liked 
old's  Top  View  clone,  not  least 
e  Gates  was  in  the  thick  of 
g  out  a  deal  to  help  IBM  create 
re  for  a  new  line  of  IBM  PCs.  And 
old,  who  began  pointing  out 
:al  inadequacies  he  saw  in  Mi- 
:'s  Windows,  liked  Gates, 
/as  impressed  that  Bill  was  able 
ait  he  was  wrong,"  Myhrvold 
ibers.  "It" someone  has  a  better 


way  or  a  better  technology,  Bill's  very 
open  to  that." 

Gates  agreed  to  acquire  Myhr- 
vold's company,  and  soon  had  Myhr- 
vold joining  him  in  meetings  with 
IBM.  "Nathan  could  always  do  deals 
with  the  big  boys,"  says  Whitmer, 
who  also  went  to  Microsoft  and  is 
now  development  manager.  "He  saw 
them  as  people  to  be  manipulated  and 
pushed  into  the  right  spot." 

Gates  put  his  new  hire  in  charge  of 
developing  OS/2,  the  operating  sys- 
tem that  IBM  and  Microsoft  agreed  to 
codevelop.  The  IBM  and  Microsoft 
deal  became  a  bitter  disappointment 
to  both  sides,  with  both  blaming  the 
other  for  its  failure.  IBM  believed  Mi- 
crosoft favored  its  own  Windows  pro- 
gram over  OS/2,  the  software  they 
had  developed  together.  For  its  part, 
Microsoft  felt  that  IBM's  bureaucracy 
was  suffocating  the  OS/2  project. 

"I  worked  as  hard  as  anyone  did  to 
make  [OS/2]  successful,"  Myhrvold 
says.  "I  was  also  the  first  one  to 
suggest  that  we  kill  it.  I  actively  cam- 
paigned for  that." 

Around  the  time  that  IBM  and  Mi- 
crosoft parted  ways  in  1989,  Myhr- 
vold offered  Gates  a  plan  to  make  up 
for  the  loss  of  its  longtime  partner. 
His  idea:  broaden  the  market  for  Win- 
dows by  rewriting  it  so  that  it  could 
run  on  more  powerful  computers. 
The  notion  of  Windows  running  on 
everything  from  PCs  to  workstations 
to  larger  multiprocessor  computers 
was  irresistible  to  Gates,  and  Micro- 
soft's "Psycho  Project"  was  born. 

"We  called  it  'Psycho',  "  Myhrvold 
says,  "because  it  was  such  a  crazy 
idea." 

"Psycho"  was  the  precursor  to  NT 
(for  new  technology).  This  summer, 
five  years  after  Gates  gave  Myhrvold 
the  go-ahead,  NT  is  ready  to  ship.  The 
market  looks  broad  and  promising. 
Digital  Equipment  says  it  will  run  NT 
on  its  workstations,  and  Sequent 
Gomputer  has  adopted  it  for  its  multi- 
processing systems.  Other  big  names 
like  Hewlett-Packard  and  Gompaq 
Gomputer  are  expected  to  follow  suit. 

But  long  before  NT  was  ready  to 
ship,  Myhrvold  was  on  to  his  next 
product:  At  Work.  Scheduled  for 
shipment  this  fall,  At  Work  is  similar 
to  Windows  but  designed  for  so- 
called  office  appliances — copiers, 
faxes  and  telephones.  The  notion  is 


that  At  Work  will  allow  these  appli- 
ances to  be  customized.  For  example, 
using  At  Work  an  office  manager 
could  tell  a  computer  to  tell  a  fax 
machine  to  transmit  to  an  overseas 
office  only  during  the  time  period 
when  phone  calls  are  the  cheapest.  Or 
the  fax  might  query  the  computer  as 
to  whether  the  transmission  should 
be  received  in  hard  copy  or  electronic 
form.  Ricoh,  Xerox  and  Northern 
Telecom  have  already  said  they  will 
incorporate  At  Work  softw  are  in  their 
machines. 

Now  33  and  Microsoft's  senior  vice 
president  in  charge  of  advanced  tech- 
nology, Myhrvold  is  tackling  his  most 
challenging  assignment  yet.  Gates  has 
asked  him  to  work  with  Tele-Com- 
munications Inc.  and  media  giant 
Time  Warner  to  develop  standards  for 
interactive  television.  Such  standards 
are  probably  years  away,  but  it's 
Myhrvold's  job  to  make  sure  that 
Microsoft  "has  a  seat  in  the  game  of 
musical  chairs,"  in  Myhrvold's  words, 
that's  being  played  with  technical, 
entertainment  and  cable  industries. 

"Rupert  Murdoch,  [  Paramount 
Chairman  Martin]  Davis,  Frank  Wells 
[Disney  president],  every  regional 
Bell  operating  company  and  most  of 
the  cable  companies  want  to  talk  with 
us,"  Gates  said  recently.  "Nathan's 
off  in  cable-land  as  we  speak." 

What  does  Microsoft  bring  to  this 
party?  A  lot.  "I'll  be  the  first  to  tell  you 
that  I  don't  sing  or  dance  and  neither 
does  Microsoft,"  says  Myhrvold. 
"We  don't  dig  up  America's  streets  to 
put  in  fiber-optic  cable.  We  have  to 
work  with  these  people  [in  cable  and 
entertainment]  because  we're  not  go- 
ing to  get  into  those  businesses.  One 
thing  that  we  do  do  is  make  soft- 
ware." Myhrvold  knows  that  because 
neither  the  telephone,  cable  nor  Hol- 
lywood companies  come  close  to  Mi- 
crosoft's software  capabilities,  he's 
playing  with  a  strong  hand. 

Once  a  physicist,  always  a  physicist. 
"I  still  maintain  an  interest  in  the 
fundamental  questions — 'How  did 
the  universe  get  here?1  'What  are  the 
rules  that  govern  space  and  time?'  " 
says  Myhrvold.  But  he  also  relishes 
the  challenges  of  the  business  world, 
and  his  and  Gates'  increasing  influ- 
ence in  it.  "Nerds  like  us  can  do  lunch 
with  anyone  these  days,"  Myhrvold 
says  with  deep  satisfaction.  H 
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THE  SOFTWARE  HORIZON 

COMPUTERS/COMMUNICATIOKS 

Disabilities  Act 
bonanza 


COMMENTARY  BY  JOSEPH  R.  GARBER 


Joseph  R.  Garber  is  a  strategist  with 
Americom  Corp.  in  San  Francisco. 


It  takes  four  to  five  years  of  rigorous 
schooling  to  become  a  court  report- 
er, which  is  one  reason  graduates 
can  command  $50,000  to  $100,000 
annually. 

Nowadays  personal  computer  soft- 
ware can  understand  the  spoken  word 
and  translate  speech  into  digital  com- 
mands. Does  that  mean  PCs  will  put 
court  reporters  out  of  business?  Not 
likely.  In  these  litigious  times,  legal 
transcription  is  a  growth  industry  that 
consumes  all  the  talent  and  all  the 
technology  available.  Far  horn  replac- 
ing court  reporters,  therefore,  PCs  will 
make  them  more  productive. 

What  can  stenographers  do  that 
computers  can't?  Even  the  brainiest 
computer  has — and  will  have,  for  de- 
cades to  come — problems  determin- 
ing whether  a  witness'  mumbled 
grunt  translates  as  "uh-huh"  or  "uh- 
uh."  Nor,  for  a  long  time  to  come, 
will  computers  be  able  to  sort  out  a 
dialog  when,  as  is  common  in  courts 
and  in  depositions,  several  people 
speak  at  the  same  time.  Then  there  are 
the  witnesses  with  heavy  accents, 
speech  impediments  or  nearlv  inaudi- 
ble voices.  Sure,  someday  computers 
may  be  able  to  understand  them — but 
will  they  be  able  to  sense  what  a 
nodding  head  means,  or  remember 
that  the  witness  pointed  to  the  ac- 
cused as  being  the  man  seen  at  die 
scene  of  the  crime? 

Probably  not.  But  what   he  PC  is 


doing  is  increasing  the  back-office 
productivity  of  the  40,000  or  so  U.S. 
court  reporters,  in  many  cases  replac- 
ing the  reporter's  assistant.  It  isn't 
replacing  the  professional  who  sits 
near  the  witness  box. 

Stenographers  were  among  the  ear- 
liest users  of  office  automation  equip- 
ment. First  patented  in  the  1800s  and 
largelv  unchanged  in  either  keyboard 
or  platen  design  since  the  1930s,  the 
standard  stenotype  machine  costs 
$3,000.  The  court  reporter  depresses 
its  22  keys  (typically  4  to  6  of  them 
simultaneously)  to  generate,  at  about 
250  words  per  minute,  a  mostly  pho- 
netic record  of  what  was  spoken.  Ex- 
tra letters  are  added  to  distinguish 
homophones,  like  "they're"  and 
"their."  A  starter  steno's  dictionary 
has  about  20,000  words;  reporters 
will  expand  it  with  abbreviations  suit- 
ed to  the  proceedings  at  hand — a 
shorthand  for  "cardiotoxicity"  or 
"Milken,"  for  example. 

Back  in  the  old  days,  before  steno- 
type machines  came  with  a  floppv 
disk,  a  megabyte  of  memory  and  PC 
interface,  a  court  reporter's  real  work 
began  after  the  typing  was  over.  That 
work  consisted  of  translating  a  day's 
worth  of  phonetic  gibberish  into 
something  a  lawyer  could  read.  The 
chore  took  hours,  and  leaned  heavily 
on  stenographers'  assistants. 

Nowadays  the  technology  turns 
200  pages  of  stenotvpe  phonetic  code 
into  an  English  transcript  in  14  sec- 
onds. Needless  to  say,  such  magic 
comes  at  a  price.  Cheetah  Systems,  a 
privately  held  firm  in  Fremont,  Calif, 
charges  $10,000  for  its  turnkey  tran- 
scription system. 

Cheetah's  chairman,  Gary  Robson, 
made  his  first  killing  in  1986  at  age 
29,  by  selling  a  microelectronics  de- 
sign shop  he  and  his  brother  ow  ned  to 
Imperial  Chemical  Industries.  Look- 
ing around  for  an  encore,  he  listened 
to  his  wife,  a  court  reporter,  describe 
what  she  needed  in  a  stenography 


machine.  In  1987  Cheetah  was  bo 
It  was,  in  Robson's  words,  "the  el 
enth  company  in  a  ten-company 
dustry."  Now  Cheetah  is  numl 
three,  and  gaining  fast  on  numb 
one  and  two,  Quixote  Corp.  a 
X  scribe. 

Why  the  quick  success?  Robs 
says  his  software  was  the  first  in  19 
to  provide  speedy  translation  on  a 
platform,  a  24-hour-a-day  hotline 
its  customers  (they  do  a  lot  of  tr; 
scribing  at  night )  and  such  use 
features  as  automatic  punctuatu 
With  about  a  million  lines  of  "I 
and  assembly  language  code,  Ch 
tali's  package  purrs  on  a  standard  3 
or  486  PC. 

The  Robson  clan  didn't  stop  the 
The  threesome  were  quick  to  spot  t 
implications  of  the  costly  and  bure; 
cratic  Americans  w  ith  Disabilities  I 
and  Television  Decoder  Circui 
Act.  Starting  in  July  of  this  year,  ev 
new  13-inch  or  larger  telev  ision  s< 
in  America  must  have  caption  dec< 
ing  chips  in  it.  Most  broadcasters  \ 
start  captioning  all  their  prograi 
Most  corporations,  or  at  least  th< 
w  anting  to  avoid  Disabilities  Act  si 
by  their  hard-of-hearing  employe 
will  start  captioning  training  vid< 
and  video  conferences. 

Thus  Cheetah,  building  on  its  pc 
erful  court  reporting  software,  dev 
oped  a  S 1 5,000  package  for  telex  isi 
captioning,  bringing  it  to  market  w 
ahead  of  its  competitors.  The  ste 
captioner  listens  to  a  show ,  phone 
callv  transcribing  what  he  or  she  he 
into  a  Cheetah  system.  The  phone 
symbols  are  then  translated  in  r 
time  by  the  computer  into  Fmgl 
and  automatically  fed  into  the  broi 
cast  signal.  Cheetah,  still  numl 
three  in  the  court  reporter  mark 
is  number  one,  with  a  60%  share, 
the  taster-growing  video  captioni 
business. 

'Cheetah  has  been  a  boon  to  co 
reporters,  opening  to  them  a  w  In 
new  line  of  business;  reporters,  af 
all,  are  the  only  people  capable 
producing  on-screen  transcriptions 
the  rapid-fire  dialog  during  live  tele 
sion  events  such  as  sports  anei  news; 
during  business  meetings  and  vid 
cemferences.  A  former  court  repor 
turned  freelance  business  captione: 
delighted  with  her  new  career.  l% 
lawyers,"  she  explained.  I 
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EMBARC;  from  Motorola, 
keeps  you  informed  while 
you're  a  moving  target 


Roam  the  nation  and  stay  in  the  loop 

In  the  fast-paced  and  highly  competitive 
business  environment,  few  things  are  more 
important  than  timely  information, 
even  when  you're  on  the  move. 

In  over  200  cities  in  the  U.S.  and 
Canada,  you're  connected— to  E-mail 
from  the  office  and  news  and  weather 
briefs  from  USA  TODAY,  as  well  as 
optional  services  such  as  sports,  key 
market  and  financial  developments,  and  HeadsUp™ 
targeted  industry  news  briefs  from  INDIVIDUAL,  Inc. 
You  can  even  have  your  important  databases  routinely  updated— 
automatically! 

All  you  need  is  EMBARC's  compact,  powerful  NewsStream  receiver  (it 
plugs  directly  into  most  laptop,  palmtop  and  notebook  computers)  and  the 
simple  software  package  that  drives  it.  Pay  as  little  as  $395,  install  it  in  min- 
utes and  you're  ready  to  go— without  wires,  faxes  or  phones. 

Equip  your  whole  team  to  receive  memos,  documents 
and  file  updates  for  pennies  per  recipient. 
You'll  find  EMBARC  so  cost  effective 
you'll  communicate  more. 

Try  it  for  30  days;  if  you're  not  satis- 
fied, return  the  receiver  and  software 
for  a  full  refund  of  the  purchase  price. 
Sign  up  right  now  by  phoning 
1-800-EMBARC4,  Ext.  750.  Give 
your  team  the  home-field  advantage. . . 
even  when  they're  on  the  road. 

EMBARC  service  is  available 
for  DOS-based  laptops  and 
notebooks,  HP  95LX  palmtops 
and  Macintosh  Powerbooks. 
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Motorola,  Inc  All  other  product  and  company  names  are  the 
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Equality 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  Galileo's  Revenge: 
Junk  Science  in  the  Courtroom  (Basic  Books). 


When  Supreme  Court  nominee  Ruth 
Bader  Ginsburg  graduated  from  law 
school  in  1959,  the  big  law  firms 
weren't  hiring  women.  Justice  Sandra 
Day  O'Connor  (Stanford  Law 
School,  1952)  had  set  up  her  own 
small  shop  so  that  she  wouldn't  have 
to  settle  for  a  job  as  legal  secretary  in  a 
big  prestigious  firm. 

This  kind  of  wasteful  job  discrimi- 
nation is  being  wrung  out  of  the 
economy.  Antidiscrimination  laws 
have  evolved,  to  be  sure.  But  technol- 
ogy is  what's  now  making  the  legal 
changes  irrevocable.  Discrimination 
based  on  economically  irrelev  ant  fac- 
tors is  not  only  illegal  now,  it's  expen- 
sive. On  the  other  hand,  it's  easier 
than  ever  to  discriminate  on  the  basis 
of  things  that  count. 

Economic  life  is  being  unbundled 
all  around  us.  In  the  age  of  computers 
and  glass  w  ires.  General  Motors  can 
farm  out  more  and  more  of  its  manu- 
facturing to  smaller  suppliers.  It  has 
to.  Individuals  and  small  entrepre- 
neurs can  collaborate  today  in  large 
numbers,  over  large  distances.  Tele- 
conferencing, electronic  data  inter- 
change, computerized  inventory  con  - 
trol  and  groupware  knit  together 
small,  independent  suppliers  and  let 
them  do  things  that  not  long  ago  were 
centralized  under  a  single  corporate 
roof — and  do  them  much  more 
efficiently. 

This  column  is  outsourced.  I  deliv- 
ered it  even'  month  by  phone  for  two 
years  before  I  ever  set  foot  in  the 
Forbes  building  in  Manhattan.  From 


on-line 


my  fingertips  to  the  magazine's  type- 
setters and  back  again,  telephone  lines 
and  banks  provide  all  the  connections 
we  need.  I  don't  have  to  join  a  big  firm 
to  gain  access  to  a  decent  law  library, 
either;  the  two  best  libraries  by  far  are 
delivered  on-line  to  my  desktop.  To- 
day every  young  lawyer  is  his  own 
legal  secretary.  Between  the  comput- 
ers and  the  on-line  databases,  it  has 
become  not  only  possible  but  profit- 
able to  run  your  own  small  shop,  and 
sell  your  services  tar  and  wide.  Brains, 
not  gender  or  skin  color,  are  what 
count  now. 

As  tele- technology  expands  mar- 
kets and  shrinks  enterprises,  irrational 
discrimination  cannot  survive.  The 
cozy,  one-sex,  one-race  business 
clubs  of  yesterday  are  being  telecom- 
municated out  of  existence.  Nothing 
can  stop  people  today  from  banding 
together  in  small,  congenial  groups 
and  selling  their  goods  or  skills  at  a 
color-blind,  asexual,  prejudice-free 
distance. 

When  business  was  a  small-town 
undertaking,  the  onlv  two  diners  on 
Main  Street  might  both  refuse  to 
serve  you  for  reasons  that  had  nothing 
to  do  w  ith  the  color  of  your  money. 
But  place  your  order  with  Harry  & 
David — whose  race,  religion  and  sex- 
ual orientation  don't  interest  vou  in 
the  least — and  you  will  get  your  box 
of  fruit  in  the  mail  even-  month,  so 
long  as  your  dollars  are  green. 

The  New  Prejudice,  the  prejudice 
of  quota  counters  and  sensitivity  cen- 
sors, can't  survive  tele -technology, 
either.  Consider,  for  example,  the  del- 
icate business  of  lending  money.  If  a 
bank  is  big  and  makes  lots  of  loans,  it 
is  always  vulnerable  to  charges  of  dis- 
crimination, even  if  its  lending  poli- 
cies reflect  only  real  differences  in 
default  rates.  The  charges  will  be 
purely  statistical;  with  enough  trans- 
actions to  play  with,  someone,  some- 
where, can  always  find  a  w  ay  to  por- 
tray the  bankers  as  neo-Nazis  in 
pinstripes. 

Technology  will  save  banking  from 
political  opportunists  because  it  will 
enable  bankers  to  stop  lending  direct- 


ly.  They  will  let  much  smaller,  in< 
pendent  players  place  the  home  loa 
the  old  line  bankers  w  ill  then  buy 
mortgage  paper  in  an  impersonal  s 
ondary  market.  The  small  guys  ret. 
ing  the  loans  will  have  to  pick  a 
choose  their  borrowers  carefully  or 
broke.  But  they'll  be  too  small  to 
bludgeoned  with  the  statistical  tn 
cheons  favored  by  governmi 
commissions. 

Take  it  a  step  further.  Omit  i 
bank  from  the  transaction  altogeth 
Mortgage  brokers  compile  pools 
mortgages  and  sell  them  to  a  Drey 
fund;  the  fund  sells  its  shares  to  t 
public.  Now,  how  is  the  governmi 
going  to  charge  an  individual  inves 
with  race  discrimination  lor  prel 
ring  the  fund  w  ith  the  higher  vield 

Rational  discrimination — the  ki 
that  discriminates  between  good  h 
and  bad  ones — can  be  farmed  out  1 
everything  else,  and  the  incentives 
farm  out  are  strong.  When  the  w< 
force  of  a  1,000-person  enterpi 
doesn't  mirror  local  demograph 
the  diversitv  police  rush  in  a 
"prove"  bias  with  crude  statistics  t 
ignore  individual  merit.  Restructi 
the  large  corporation  into  a  hundi 
1 0  person  shops,  and  it's  the  diver; 
cops  who  are  out  of  a  job. 

If  you  get  600  heads  in  1 ,000  fl 
of  a  coin,  you  can  be  pretty  si 
you've  got  a  biased  coin.  But  6  he, 
in  10  flips  tells  you  nothing.  Th; 
the  way  statistics  work:  The  smal 
the  numbers,  the  more  they  conc< 
Hollywood  never  gets  sued  for  c 
crimination;  a  man  like  CI 
Eastwood  works  in  a  market  of  on 

As  businesses  shrink,  discrimii 
don  gets  easier,  but  as  markets  spn 
out  irrational  discrimination  gets  p 
hibitivelv  costly.  The  shrinking  a 
spreading  are  happening  everywh 
in  our  economy  today,  because  co 
puters,  radios  and  wires  make  smal 
enterprises  more  efficient  and  tc 
business  more  profitable.  Small-to 
clubbiness  and  big-city  corporate  c 
lectivism  are  giving  way  to  arrr 
length  transactions  conducted  o 
wires  and  constantly  disciplined 
the  market.  Competitive  markets  c 
criminate,  but  only  on  ratio 
grounds.  Whether  it's  promoted 
private  fools  or  public  ones,  irratio 
discrimination  in  America  w  ill  nej 
be  the  same  again.  I 
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STAYING  HLALIHY 


For  a  century  doctors  have  believed  that  nasty  bosses  and  other 
sources  of  stress  cause  ulcers.  Lately  they've  identified  a  new  culprit. 

The  H.  pylori  factor 


By  Katarzyna  Wandycz 

John  Newman,  64,  has  suffered 
pain  from  gastric  ulcers  for  most  of 
his  life.  He  was  first  diagnosed  w  ith 
ulcers  in  his  2()s;  in  his  40s,  New- 
man suffered  two  attacks  of  bleed- 
ing ulcers.  Follow  ing  the  teachings 
of  a  century,  doctors  told  him  his 
ulcers  were  caused  by  too  much 
stress.  So  Newman  quit  his  job, 
where  he  headed  contract  negotia- 
tions, and  began  working  from 
home  as  a  consultant. 

But  his  ulcers  continued  to 
plague  him.  And  his  physicians 
continued  to  blame  stress — if  it 
wasn't  Newman's  old  corporate 
lifestyle,  it  must  have  been  his 
stressful,  Type  A  personality,  even 
though  Newman  insists  he's  never 
been  a  Type  A  type. 

Why  the  emphasis  on  stress?  Be- 
cause a  body  under  stress  produces 
more  of  the  acids  used  to  break  down 
food.  The  acid  burns  a  sore,  most 
often  in  the  lining  of  the  intestine 
situated  just  below  the  stomach.  That 
sore  is  an  ulcer. 

In  the  last  few  years,  however,  med  - 
ical  researchers  have  noticed  an 
anomaly:  Some  people  have  high  lev- 
els of  acid  and  never  get  ulcers,  yet 
others  have  normal  levels  of  acid  and 
do  get  ulcers.  This  observation  led 
researchers  to  another  villain,  a  bacte- 
rium called  Helicobacter  p\lovi. 

"If  you  don't  have  these  bacteria, 
you  can  have  all  the  stress  and  acid  in 
the  world  and  you  may  never  get  an 
ulcer,"  savs  Martin  Blaser,  director  of 
infectious  diseases  at  Vanderbilt  Uni- 
versity. He  believes  that  up  to  80%  of 
all  ulcers  are  caused  by  H.  pylori. 

The  H.  pylori  bacteria  cause  a 
chronic  inflammation  of  the  wall  of 
the  stomach  or  upper  intestine.  Many 
people  earn-  the  bacteria;  most  live 
with  it  without  noticing  any  svmp- 
toms.  But  in  some  people  the  inflam- 
mation appears  to  reduce  the  body's 


natural  resistance  to  stomach  acids, 
and  that  in  turn  seems  to  promote 
ulcers.  "Acid  is  necessarv  for  ulcers 
but  not  sufficient,  and  [H.  pylori/ 
bacteria  are  essentially  necessary,  but 
not  sufficient,  either,"  says  Blaser. 

Identifying  H.  pylori  as  an  integral 
cause  of  ulcers  created  a  shock  in  the 
medical  community.  Barrj  Marshall, 
a  University  of  \ 'irginia  associate  pro- 
fessor of  internal  medicine,  first  no- 
ticed the  correlation  between  the  bac- 
teria and  the  inflammation  of  the 
stomach  ten  years  ago.  Marshall  in- 
fected himself  w  ith  H.  pylori  to  con- 
vince the  skeptics  that  he  was  right — 
sure  enough,  the  lining  of  his  stomach 
was  quickly  inflamed.  "It  was  like 
suddenly  finding  out  that  your  moth- 
er-in-law is  a  Martian,"  savs  Blaser  of 
Marshall's  discovery. 

Recent  studies  confirm  Marshall's 
early  findings.  They  show  that  ulcer 
patients  treated  with  antibiotics  that 
kill  H.  pylori  bacteria  tare  much  better 
than  patients  treated  with  anti-ulcer 
drugs  (like  SmithKline  Beecham's 
Tagamet  and  Glaxo's  Zantac),  which 
stop  acid  production.  For  example,  a 
study  by  professor  David  Graham,  of 
Houston's  Veterans  Affairs  Medical 
Center,  showed  that  only  12%  of  pa- 


tients treated  with  antibiotics 
-    fered  a  recurrence  of  ulcers,  wfe 
as  95%  of  patients  treated 
anti-ulcer    medications  stiff 
recurrences. 

Walter  Peterson,  professo 
medicine  at  the  University  of 
as'  Southwestern  Medical  Sell 
points  out  that  treating  ulcers 
antibiotics  is  cheaper,  too.  A  y< 
supply  of  SmithKline's  Taga 
anti-ulcer  drug  costs  around  Si 
while  H.  /n7tf/7-fighting  antibij 
cost  only  S75  for  the  cours 
treatment.  Antibiotics  are  t. 
for  several  weeks,  while  trcatn 
with  anti-ulcer  drugs  may  1 
lifelong  experience. 

Vanderbilt's  Blaser  is  careful  n< 
make  exaggerated  claims  about 
pylori.  "The  whole  relationship 
tween  the  acid  and  bacteria  is  not 
understood,"  he  cautions.  But 
National  Institutes  of  Health  is  r 
ning  a  conference  on  H.  pylori 
February.  The  nih's  chief  epiderj 
ogist,  James  Fverhart,  says  the  cor 
ence  may  w  ell  result  in  changing 
official  guidelines  for  treating  tilt 
This  would  encourage  many  ger 
practitioners,  who  still  tend  to  bl 
ulcers  on  stress,  to  test  for  H.  pylo 
blood  test  is  available  from  Ql 
Corp.).  This  may  threaten  the  S 
billion-a-year  market  for  Zantac 
other  prescription  anti-ulcer  clr 
and  the  SI  billion  market  in  over- 
counter  antacid  compounds  like  .\ 
lox,  w  hich  neutralize  acid. 

After  40  years  of  pain,  ulcer  pat 
John  Newman  isn't  waiting  for 
guidelines.  Two  months  ago 
joined  a  clinical  study  group  at  Hi 
ton's  Veterans  Affairs  Medical  Ce 
and  began  antibiotic  treatments. 

"I  feel  euphoric,"  says  Newn 
"For  the  first  time  in  my  memo 
feel  no  pain.  I  can  concentrate  be 
and  I  have  more  patience." 
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rhey  Paint  a  Pretty  Picture 


We  Show  You  How  Things 

Really  Work 


To  learn  more  about 
Insight,  call  Publisher 
James  D.  McVey, 
(212)  599-1730. 


PERSONAL  AFFAIRS 

EDITED  BV  WILLIAM  G.  FLANAGAN 

Anyone  can  buy  a  grandfather,  clock. 

But  can  you  build  one?  And  if  so,  how  fast? 

Eat  your  heart  out,  Simon  Willard. 

Tempus 
frustrates 


By  Fleming  Meeks 

The  GREAT  American  clockmaker  Si- 
mon Willard  (1753-1848)  used  to 
b<  >ast  that  he  could  build  a  clock  from 
scratch  in  six  working  days.  So  precise 
was  Willard's  eye  that  he  could  file 
teeth  for  the  gears  of  his  clocks  out  of 
hammered  brass,  without  even  trou- 
bling to  measure. 

Two  centuries  later,  with  no  me- 
chanical skills  and  only  a  passing  fa- 
miliarity with  pow  er  tools,  I  figured  I 
could  match  Willard  on  speed.  The 
playing  field  wasn't  perfectly  level.  I 
had  the  advantage  of  working  from  a 
kit  in  which  the  60-odd  w  ooden  parts 
were  precut,  and  the  actual  works  of 
the  clock  were  mostly  preassembled. 

I  bought  my  kit  from  Emperor 


Clock  Co.,  in  Fairhope,  Ala.  (800- 
642-0011).  It  cost  $909,  including 
the  solid  brass,  German-made  move- 
ment, w  hich  is  guaranteed  for  a  year. 
Delivery — the  kit  comes  in  nine  sepa 
rate  boxes — cost  another  $99.  Other 
companies  selling  clock  kits  are  the 
American  Clockmaker,  in  Clinton- 
ville,  Wis.  (800-236-7300),  and  Mur- 
ray Clock  Craft  Ltd.,  of  Willow  dale, 
Ont.  (416-499-4531 ). 

Working  mostly  on  weekends  in 
the  living  room  of  my  small  New  York 
City  apartment,  I  set  about  putting 
together  the  6-foot-7-inch  grandfa- 
ther clock.  Willard  versus  Meeks  vs  as  a 
tight  and  often  frustrating  race. 

Unlike  the  model  car  kits  of  my 


childhood,  the  clock  kit  left  plent\ 
margin  for  error.  Granted,  the  wo 
(solid  %-inch  Pennsylvania  cher 
w  as  precisely  cut  and  the  corners  p 
cisely  inhered.  But  it  was  up  to  me 
drill  and  countersink  the  hole 
about  100  all  told — as  I  w  ent  along 
had  to  drill  the  holes  in  the  ri\ 
places.  And  the  right  places  are  i 
alw  ays  apparent. 

f  or  example,  sav  one  of  the 
pieces  that  make  up  the  base  of  I 
clock  is  slightly  crooked.  Later  < 
when  it  comes  time  to  install  i 
columns — eight  more  separ 
pieces — an  earlier  mistake  of 
eighth  of  an  inch  w  ill  throw  the  c 
umns  way  off.  Tolerances  are  lc 


Author  with  living  room  full  of  clock  parts 
Rabbet?  Tenon?  What's  that? 


Tolerances  are  low;  your  patience  must  be  high. 
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ttience  must  be  very  high, 
ciallv  when  it  comes  to  the 
dons.  I  clung  to  the  instruc- 
le  way  a  drowning  man  clings 
iece  of  driftwood.  But  they 
cept  me  afloat. 

>ider  this  entry:  Step  I,  Case 
Assembly,  B:  "Before  glue  sets, 
:ase  rear  top  rail.  The  top  edge 
rail  should  be  flush  with  the 
:r  of  the  rabbet  of  each  side 
issembly.  The  rabbet  on  this 
»uld  be  facing  out  and  down, 
ising  glue  and  a  1  Vi-inch  wood 
hrough  each  tenon." 
>et?  Tenon?  Fortunately,  the 
n  identified  them,  though  I 
i't  tell  you  what  they  are. 
it  gluing:  For  expediency's 
W  brother  Marshall,  a  skilled 
orker,  recommended  I  use  El- 
'rofessional  Carpenter's  Wood 
vhich  sets  in  30  minutes,  in- 
f  the  regular  Elmer's  Glue-All, 
sets  in  about  6  hours.  But  he 
led  me  to  use  it  carefully,  since 
nail  smears  would  show  up 
he  wood  was  stained, 
i't  I  just  wipe  the  glue  off?" 

I  come  out  of  the  wood  as 
is  it  will  come  out  of  your 

he  said.  "So  wear  a  good 
I  did,  and  it  helped  a  lot. 
I  to  do  some  shopping,  too,  for 
nal  tools — four  bar  clamps 
S19  each  at  Home  Depot),  a 

a  nail  punch,  a  countersink  for 
U  and  a  pair  of  needle -nosed 
for  adjusting  the  hammers  for 
imes).  Altogether,  my  new 
ist  about  $125. 
ng  the  pieces  together,  how 
as  only  the  beginning.  Having 
d  the   instructions  and  at- 

the  hardware  and  hung  the 
I  was  then  instructed  to  take 
rk  apart,  resand  the  wood  and 

the  finish.  The  finish  turned 

be  surprisingly  easy,  though 
jnsuming.  (Four  coats  took 
ire  than  12  hours.)  Easy,  be- 
lie stain  and  polyurethane  you 
h  the  kit  are  gels.  Wiped  on 
:loth  and  polished  with  anoth- 
r  produce  a  smooth  finish, 
lly,  the  big  moment:  installing 
;kworks.  Several  weekends  ear- 
lad  attached  the  mounts  that 
te  clock,  lining  up  the  clock's 

it  fit  the  opening.  But  later, 


Fifty  hours  of  work  and  several  near  disasters  later 
Heirloom  complete.  Total  cost:  $1,133. 


when  I  actually  installed  the  clock,  it 
didn't  line  up  right.  When  I  tried  to 
force  it  a  little,  the  mounts  cracked. 
Improvising,  I  unscrewed  them  and 
reattached  them  to  the  opposite  sides 
of  the  case,  drilling  and  screwing 
through  parts  of  the  wood  that  were 
still  solid.  It  worked. 

Cocky,  I  began  drilling  the  final 
holes,  for  the  two  braces  that  hold  the 
clock's  face  in  place.  Almost  immedi- 
ately, I  drilled  right  through  the  front 
of  the  clock  case  and  four  layers  of 
carefully  applied  finish.  My  cockiness 
turned  to  panic.  I  called  the  compa- 
ny's customer  service  line;  a  woman 
calmly  advised  me  to  patch  my  boo- 
boo  with  a  mixture  of  wood  putty, 
sanding  dust  and  stain.  It  worked 
remarkably  well,  leaving  only  a  slight 
blemish. 

All  that  was  left  was  to  hook  up  the 
weights,  chimes  and  pendulum. 
Cranking  the  weights — which  will 
run  the  clock  for  four  days  before  they 


need  rewinding — and  setting  the 
pendulum  in  motion,  I  felt  a  great 
sense  of  release.  Almost  immediately, 
the  St.  Michael  chime  melody  be- 
gan— it  goes  on  the  quarter- hour — 
and  soon  the  Big  Ben  tone  an- 
nounced the  hour. 

Carefully,  I  moved  the  clock  into 
place  up  against  the  wall.  I  walked 
across  the  room  and  sat  down  on  the 
sofa  to  admire  the  timepiece  and  the 
discreetly  mounted  brass  plate  that 
reads  "Handcrafted  bv  Fleming 
Meeks,  1993." 

Elapsed  time  on  the  project?  About 
50  hours.  So  I  reckon  I  beat  Simon 
Willard  and  his  6  days  by  a  whisker, 
assuming  that  his  workdays  spanned 
more  than  8  hours.  But  here's  another 
way  to  look  at  it:  Emperor  will  sell  you 
the  completed  clock  for  $3,195.50, 
so  the  labor  value  works  out  to  about 
$2,300 — in  my  case,  about  $46  an 
hour.  Not  bad  for  a  fellow  on  report- 
er's wages.  ■! 
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For  interesting  works  by  famous  artists 
at  bargain  prices,  try  drawings. 

Pissarro 
for  $1,000 


By  Christie  Brown 

LIKE  many  art  LOVERS,  Atlanta  obste- 
trician Michael  Schlossberg  began 
collecting  prints.  That  w  as  all  his  bud- 
get would  allow. 

But  prints  are  affordable  because 
they're  produced  in  editions  of  hun- 
dreds, even  thousands,  of  copies,  and 
that  left  Schlossberg  unsatisfied. 
"You  saw  the  same  ones  in  other 
people's  homes,1'  says  Schlossberg, 
who  had  acquired  prints  by  such  art- 
ists as  Marc  Chagall   and  Marcel 


Vertes.  "I  couldn't  afford  the  paint- 
ings, but  I  wanted  unique  w  orks." 

The  solution?  Drawings.  Over  the 
last  25  years  Schlossberg  has  amassed 
over  1,000  drawings  by  such  19th 
and  20th-century  artists  as  Jacques 
Louis  David,  Auguste  Rodin,  Kdgar 
Degas,  Paul  Gauguin,  Georges  Sen 
rat,  Edouard  Manet,  Eugene  Dela- 
croix, Edward  Hopper  and  Alexander 
Calder. 

('limbing  four  high  on  the  walls  of 


Self-portrait  by  C 
Cost:  $14,000. 


his  Atlanta  home,  Schlossberg's 
lection  includes  a  pen  and  ink  drav 
of  a  cabaret  dancer  by  Henri  T 
louse- Lautrec,  a  crayon  sketch  of 


k  as:*.' 


Drawings  by  Pau 
Cadmus.  Joseph 
Stella.  Gaston 
Lachaise  and  oth 
artists  at  the  Mid 
Rosenfeld  Gallerj 
Available  for  a 
fraction  of  wha 
the  paintings 
cost. 
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by  Amedeo  Modi- 
,  a  formal  pencil  por- 
of  a  young  fifer  by 
:  Auguste  Renoir  and 
i  piece  of  paper  with 
>led  studies  of  hands 
iblo  Picasso.  All  are 
f  a  kind. 

hough  almost  always 
per,  the  materials  used 
iiffer  widely — pencil, 
oal,  ink,  crayon,  pastel 
'atercolor.  Drawings 
ten  just  a  way  for  art- 
:o  loosen  up  their 
,  for  experimenting 
tyles,  making  prelimi- 
tudies  for  paintings  or 
ling  impressions.  Oc- 
lally  drawings  are  in- 
d  to  be  finished  works 
mselves. 

z  vast  majority  of  art- 
rawings  sell  for  a  small 
jn  of  what  the  artists' 
ngs  bring.  Take  the 
h  impressionist  Ca- 
Pissarro  (1830- 
).  A  painting  by  Pis- 
can  easily  bring  over 
illion,  but  his  draw- 
range  from  about 
10  to  515,000  at  auc- 
In  1991  Schlossberg 
$14,000  for  an  inter- 
;  pen  and  ink  drawing  ^^^M 
ssarro;  it  shows  the 
himself  dozing  while  surround- 
little  scenes  of  his  family,  some 
om  were  also  artists. 
:  affordability  of  drawings  was 
lure  for  another  Georgia  physi- 
Dr.  Philip  Brewer,  of  Columbus. 
1970s  Brewer,  now  57,  collect- 
merican  oil  paintings  by  such 
as  Albert  Bierstadt,  George  In- 
ind  George  Luks.  But  he  was 
;ed  out  of  the  market  for  paint- 
n  the  early  1980s,  when  prices 
i  escalating  wildly.  "I  found  I 
get  better  quality  per  work  with 
ngs  than  with  oil  paintings,'" 
•rewer. 

h  drawings,  Brewer  was  also 

0  broaden  his  collecting  to  in- 
all  the  periods  from  early  Ameri 

)  modernist  artists.  The  earliest 

1  in  his  collection  are  a  pencil 
lit  of  a  voting  man  by  John 
•ton  Copley  (1738  1815)  and  a 
oal  study  for  a  long  lost  biblical 


lichael  Schlossberg  with  his  drawing  collection 
Unique  works  on  a  low  budget. 


painting  by  Benjamin  West  (1738- 
1820).  Now  numbering  about  90 
pieces,  Brewer's  collection  includes 
drawings  by  Thomas  Cole,  John 
Sloan,  Arthur  B.  Davies,  William 
Glackens  and  Paul  Cadmus. 

Brewer  has  also  collected  drawings 
by  famous  sculptors:  Jacques  Lip- 
chitz,  Chaim  Gross  and  Gaston  La- 
chaise.  Yet  the  most  he  has  ever  paid 
for  any  drawing  was  $32,000;  that 
was  for  a  work  by  Yasuo  Kuniyoshi 
( 1 889- 1953 ),  a  Japanese-born  Amer- 
ican artist  whose  works  were  part  of 
the  international  art  world's  buying 
frenzy  in  the  1980s. 

"There's  an  immediacy  about 
many  drawings,"  says  Brewer. 
"They're  not  studied  or  overworked, 
which  gives  you  insights  into  the  art- 
ists that  you  don't  find  in  some  of 
their  more  finished  works." 

A  drawing,  however,  is  rarely  the 
fu  st  thing  a  dealer  will  show  a  custom- 


er. "Many  dealers  personal- 
ly prefer  drawings  to  paint- 
ings, but  the  rent  money  is 
in  the  more  expensive 
paintings,"  says  New  York 
dealer  Michael  Rosenfeld. 
"But  if  someone  has  the 
courage  to  ask,  they'll  see 
the  drawings." 

Both  Brewer  and 
Schlossberg  travel  to  New 
York  City  several  times  a 
year  to  hunt  for  drawings. 
Among  Schlossberg's  fa- 
vorite resources  are  Shep- 
herd Gallery  Associates, 
Midtown  Payson  Galleries 
and  David  and  Constance 
Yates. 

Brewer's  sources  include 
Michael  Rosenfeld  Gallery, 
Kraushaar  Galleries,  Jill 
Newhouse,  Hirschl  &  Ad- 
ler  Galleries  and  Kennedy 
Galleries.  Both  collectors 
have  also  bought  drawings 
from  Christie's  and  Sothe- 
by's, which  include  draw- 
ings in  their  general  sales 
and  at  painting  auctions. 

Note  that  drawings  nor- 
mally require  a  lot  more 
care  than  paintings.  One 
big  danger  is  sunlight;  ul- 
traviolet rays  break  down 
paper  as  well  as  watercolor, 
crayon  and  colored  inks. 
Instead  of  glass,  Schlossberg  and 
Brewer  frame  their  drawings  with  ul- 
traviolet-filtering  plexiglass,  which 
screens  out  damaging  rays. 

Proper  framing  is  very  important 
for  drawings.  They  should  be  mount- 
ed on  acid -free  rag  board  to  avoid 
discoloration  or  mold.  Drawings 
should  also  be  recessed  in  the  frame, 
so  they  do  not  touch  the  glass  or 
plexiglass.  Watercolors  and  pastels  in 
particular  can  adhere  to  glass  and 
bleed.  A  good  framing  job  for  a  24- 
by-30-inch  drawing  runs  anywhere 
from  $200  to  $600. 

While  many  American  museums 
have  big  drawing  collections,  few  ac- 
tively collect  American  drawings,  and 
relatively  little  scholarship  has  been 
done  in  the  field.  One  of  the  best 
sources  for  information  is  a  bimonthly 
magazine,  Drawing,  published  by  the 
Drawing  Society  in  New  York.  (An- 
nual subscription:  $45.)  BBS 
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A  tip  from  Tomima  Edmark:  If  you  work  for  a  big 
company,  have  your  own  small  firm  ready  to  go. 

Unemployment 
insurance 


By  R,  Lee  Sullivan 

It  was  August  of  1989,  and  Tomima 
Edmark,  a  Dallas-based  IBM  main- 
frame saleswoman,  thought  her  long 
blonde  pony  tail  looked  a  little  drab. 
Edmark  found  she  could  braid  her 
ponytail  by  using  a  makeshift  device 
consisting  of  a  plastic  loop  and  a 
knitting  needle. 

Could  other  people  use  such 
a  product?  Tinkering  with  new 
ideas  came  naturally  to  Edmark. 
Her  physician  father  was  an  in- 
ventor and  had  once  come  up 
with  a  successful  artificial  heart 
valve.  Figuring  she  was  onto 
something  with  her  hair  gadget, 
Edmark,  then  32,  plunked 
down  $5,000  to  patent  what 
she  called  Topsytail.  Assuming 
that  companies  that  sold  combs 
and  brushes  would  swamp  her 
with  orders,  she  called  on  New 
York  City- based  Riviera  Trad- 
ing Corp.  and  Kearny,  N.J.- 
based  Goody  Products,  Inc. 
Both  turned  her  down  flat.  "I 
just  didn't  see  a  need  for  the 
item,"  recalls  Riviera  Chairman 
Boris  Kliot. 

A  good  saleswoman,  Edmark 
took  the  turndowns  as  a  chal- 
lenge  and  decided  to  market  the 
plastic  gadget  on  her  own  while  still 
working  full  time  for  IBM.  Paying  for  a 
mold  with  $9,000  in  savings,  she 
found  a  plasticsmaker  who  would 
produce  as  many  Topsytails  as  she 
needed  for  about  50  cents  apiece. 
Then  she  started  advertising  in  small 
hairstyle  magazines  like  Hairdo  Ideas. 

The  first  ad,  in  April  1991,  brought 
in  orders  worth  $1 ,000.  Edmark  filled 
them  herself,  stuffing  Topsytails  into 
envelopes  at  night  after  work.  By  the 
end  of  1991  she  was  moving  200 


units  a  month  at  $10  each. 

While  in  New  York  on  IBM  busi- 
ness, Edmark  persuaded  Glamour 
magazine  editor  Melissa  Fedor  to  try 
Topsytail.  "It  was  so  simple,'11  recalls 
Fedor,  who  featured  it  in  the  February 
1992  issue.  Within  three  weeks  Ed- 
mark had  $100,000  worth  of  orders 


Tomima  Edmark  with  her  Topsytail 
Turning  a  bad  hair  day  into  a  big  payday. 


and  had  to  enlist  her  cleaning  lady  to 
help  stuff  400  envelopes  each  week. 

A  few  weeks  later  Edmark  got  what 
turned  out  to  be  her  big  break:  IBM 
eliminated  her  job,  along  with  three- 
quarters  of  her  Dallas  mainframe  sales 
office.  "It  was  really  a  load  off  my 
mind,"  says  Edmark,  who  wanted  to 
work  hill  time  expanding  Topsytail. 

Armed  with  a  $25,000  early  retire- 
ment package,  Edmark  lived  off  the 
money  while  she  hawked  her  product 
to  retailers.  In  previous  trips  to  trade 


shows  and  hair  salons  with  a  pron 
tional  video,  Edmark  had  found  tl 
Topsytail  sales  dramatically  increa; 
whenever  women  saw  how  easy  t 
plastic  device  was  to  use.  So  she  vv< 
looking  for  someone  to  help  her  t; 
Topsytail  to  television. 

After  several  false  starts,  Edm 
finally  found  T.V.  Products,  Inc. 
Florham  Park,  N.J. -based  cornp. 
that  promotes  things  like  kitchen  g; 
gets  and  sunglasses.  The  compc 
agreed  to  put  together  a  two-mini 
commercial,  manage  Topsytail's  te 
vision  marketing,  print  advertisi 
and  retail  distribution.  All  Edm 
had  to  do  was  appear  in  the  comm 
cial  and  sell  them  enough  product 
a  price  reputed  to  be  about  $  1  apie 
to  meet  the  demand. 

The  strategy  worked.  On  her  ov 
Edmark  had  sold  about  250,0 
Topsytails   at   $10   apiece  in 
months.  In  the  first  six  months  af 
her  commercial  hit  the  n 
works  in  December  1992,  T 
Products  sold  3.6  million 
about  $15. 

When  Edmark  went  on 
Network  in  March,  she  s< 
5,000  Topsytails  at  $15  each 
her  first  1 1  minutes. 

Edmark's  biggest  proble 
Knockoff  artists.  She  has  sp< 
over  $100,000  so  far  sui 
counterfeiters.  "We'll  eventu 
ly  win,"  she  sighs,  "but  me; 
while  they're  in  the  marke 
selling  copies  for  as  little  as  $ 
Retailers  are  beginning  to 
port  flagging  sales.  But  Edm; 
is  already  thinking  about  1 
next  products.  She's  hoping 
introduce  a  line  of  hair  jewe 
and  a  hairstyling  video  in  tii 
for  Christmas.  Toymakers  h; 
approached  her  about  a  Top 
tail  doll. 
Edmark,  who  never  earned  m< 
than  $80,000  a  year  at  IBM,  won't ! 
how  much  she's  making  now.  But  s 
concedes  her  profit  margins  are  "c 
scene."  Chortles  one  counterfeit 
"These  things  cost  22  cents  to  ma 
It's  just  ridiculous!" 

Which  has  Riviera's  Kliot,  who  h 
turned  Edmark  down  when  she  i 
fered  him  Topsytail,  gnashing 
teeth.  "I'm  sorry  I  didn't  go  with  ii 
he  says.  "It's  a  phenomei 
success."  I 
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We're  Looking  for  Millions  Of 
Missing  Homeowners. 

illions  of  lower-income  families  have  the  lenders,  real  estate  agents,  credit  counselors, 

;sire  to  buy  a  home.  Many  are  ready  now.  appraisers,  and  others  in  the  lending  industry. 
Jt  they  may  be  intimidated  by  the  buying  Together  we  created  an  outreach  program 

•ocess.  Uncertain  how  the  system  works.  to  assist  lower-income  families  who  want  to 

r  blocked  by  discrimination.  Others  just  buy  homes.  We  produced  a  guide  to  help  them 

ied  a  little  help  getting  started.  They  may  decide  if  they're  ready.  And  we're  matching 

;ed  information  on  how  mortgage  lenders  up  families  with  professionals  in  their  area  who 

'aluate  employment  records.  Or  advice  on  can  help  them  with  the  home-buying  process. 


itablishing  a  credit  history. 


Fannie  Mae  is  the  nation's 


These  are  problems  the  Showing  America  A  New  Way  Home.  largest  source  of  funds  for 
Dusing  industry  urgently  needs  to  address.  home  buyers.  For  more  information  about  our 
And  Fannie  Mae  is  taking  the  lead.  We're  efforts  to  help  people  overcome  the  barriers 
jilding  partnerships  by  bringing  together      to  homeownership,  call  us  at  1-800-548-9444. 

<  1993,  Fannie  Mae 


FACES  BEHIND  THE  FIGURES 

EDITED  BY  JOHN  R.  HAYES 


Medicine  man 

AFTER  NINE  YEARS  as  director  of  Har- 
vard's Massachusetts  Cieneral  Hospi- 
tal, Dr.  Charles  Sanders  figured  it  was 
time  to  switch  careers  before  he- 
burned  out.  Out  of  the  emergency 
room  and  into  the  firestorm. 

Today  chairman  and  chief  execu- 
tive of  Glaxo  Inc.,  the  $2.8  billion 
(fiscal  1992  sales)  U.S.  arm  of  British 
drug  giant  Glaxo  Holdings,  Sanders  is 
leading  a  two-front  battle — in  Wash- 
ington and  in  the  marketplace.  A  car- 
diologist by  training,  Sanders,  61, 
seems  suited  for  the  task.  In  24  years 
at  Harvard  he  held  on  to  his  friendly, 
low-key  Dallas  drawl  and  learned  a  lot 
about  politics  and  health  policy. 

In  Washington,  Sanders  has  been 
busy  lobbying  against  price  controls. 
He's  not  happy  with  the  government- 
heavy  plan  the  Clintons  are  develop- 
ing. But  he  believes  the  industry  can 
avoid  the  worst  case  by  keeping  its 
head  low  and  restraining  price  in- 
creases. "Staying  on  the  reservation" 
is  how  he  puts  it.  "I  can  live  with 
that,"  he  says.  "Last  year  we  grew  our 
business  20%  in  volume  and  1 .8%  in 
price  in  the  U.S." 

That  growth  is  almost  certain  to 
slow.  Glaxo  did  phenomenally  well  in 
the  1980s,  thanks  to  its  anti-ulcer 
drug,  Zantac.  But  next  year  a  cheap 
generic  version  of  Zantac's  key  rival, 
Tagamet,  should  be  available,  and 
generic  knockoffs  of  Zantac  could  be 
out  by  1996.  What's  more,  the  Food 
&  Drug  Administration  has  criticized 


some  of  Glaxo's  claims  for  Zantac's 
superiority.  All  this  while  managed 
care  and  state  Medicaid  programs  are 
trying  to  exclude  expensive  drugs 
from  their  formularies — their  lists  of 
approved  drugs — when  cheaper, 
equally  effective  drugs  are  available. 

Sanders'  response:  He  wants  to  of- 
fer health  plans  a  package  deal  that 
would  include  Zantac;  Glaxo's  newer, 
exclusive  drugs;  and  maybe  even  oth- 
er companies'  generic  drugs.  That 
would  help  defend  Zantac's  market 
share  while  promoting  Glaxo's  prom- 
ising new — and  high-margin — drugs: 
Imitrex,  for  migraines,  and  Zofran,  an 
antinausea  drug.  That's  smart  mar- 
keting in  the  brave  new  world  of 
healthcare.  — JANET  NOVACK 


Empire  builder 


Oliver  Sockwell  has  a  grand 
scheme.  He's  chief  executive  of  the 
College  Construction  Loan  Insur- 
ance Association,  or  Connie  Lee. 
That's  the  for-profit  bond  insurance 
company  Congress  set  up  in  1986  to 
help  colleges  with  poor  credit  ratings 
finance  new  dorms  and  classrooms. 

Now  Sockwell  is  lining  up  support 
in  the  White  House  to  expand  his 
charter.  He  wants  to  insure  low-rated 
municipal  bonds  used  to  build  roads, 
sewers  and  elementary  schools. 
"There's  an  overwhelming  need  to 
build  infrastructure,"  he  says. 

SockwelPs  public-spiritedness  has 
privately  owned  competitors  like  Fi- 


nancial Guaranty  Insurance  Co. 
Municipal  Bond  Investors  Assura 
Corp.  in  a  fit.  Nervous  about  let 
this  quasi-public  camel  any  far 
into  their  tent,  they  say  Connie  L 
insuring  dangerous  paper  at  the  ii 
itable  expense  of  the  federal  gov< 
mcnt.  "That's  a  bunch  of  croc 
snaps  Sockwell,  quick  to  point 
that  Connie  Lee's  obligations  ar 
backed  by  federal  guarantees. 

Whether  Congress  would  step 
ward  in  a  pinch  is  anyone's  guess, 
it's  clear  that  Sockwell  is  in  a  b 
With  only  $6  billion  of  insuranc 
force,  he  needs  a  lot  more  volum 
compete  with  the  economies  of  s 
his  competitors  enjoy.  But  since  al 
risk  is  in  one  market,  his  rating  agt 
restricts  his  growth.  Having  bui 
company  to  help  a  market,  Sock 
now  needs  new  markets  to  help 
company. 

The  son  of  a  State  Departn 
budget  analyst  and  a  D.C.  pu 
school  teacher,  Sockwell,  50, 
been  around  Washington  1 
enough  that  he  might  pull  this  ol 
Howard  University  physics  grad  \ 
an  M.B.A.  from  Columbia, 
worked  at  Smith  Barney  until  IS 
when  he  moved  to  Sallie  Mae, 
government-sponsored  enterp 
that  insures  student  loans.  Not  coi 
dentally,  it's  also  a  founding  stxc 
holder  of  Connie  Lee. 

Moral?  Government  enterpj 
never  die,  or  even  fade  away.  They 
expand  their  franchises. 


ABOVE: 

Glaxo's  Charles  Sanders 
Safe  on  the  reserv^on. 


RIGHT: 

Oliver  Sockwell  of  Connie  Lee 
Helping  rebuild  America? 
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REET  REVIEW 

BY  ERIC  S.  HARDY 

\lbany  Senior  Vice  President 
Johnson  is  looking  for  a  5%  to 
erection  in  stock  prices  some- 
luring  the  third  quarter;  from 
e  expects  a  full-fledged  bear 
t  to  develop  by  the  first  half  of 
This  isn't  scaring  him  away 
stocks,  but  it  is  making  him 
ally  discriminating.  These  days 
)n  is  recommending  only  those 
ries  that  have  historically  done 
uring  the  final  stages  of  bull 
ts.  Examples:  fooci  processors, 
lold  products  and  drug  compa- 
lis  favorites  in  these  groups  are 
n,  Procter  &  Gamble  and  John- 
Johnson. 

/ard  the  end  of  a  quarter,  mon- 
nagers  often  dump  their  con- 
us  losers  so  as  to  reduce  the 
;r  of  unpleasant  questions  from 
.  So  the  start  of  a  new  quarter 
a  good  time  to  pick  up  battered 
gh-quality  issues  such  as  Wal- 
Philip  Morris  and  Merck. 


cial  focus 


/esters  unsure  whether  to  buy  grow  th 
le,  the  ten  stocks  below  offer  some  of 
On  the  value  side,  these  issues  yield  at 
5%  (the  market  yield:  2.5%);  their 
earnings  ratios  are  under  20  (the 
t  P/E:  25).  On  the  growth  side,  each 
>e  stocks  has  a  ten-year  average  earn- 
rowth  rate  that  exceeds  its  P/E  ratio. 

wth  and  value 


The  overall  market 


npany 

1 0-yr  growth  rate 
per  share 
earnings  dividends 

erican  Brands 

9% 

7% 

st  Hawaiian 

14 

13 

art 

12 

11 

ndleman 

16 

11 

rion  Merrell  Oow 

43 

36 

tl  Medical  Enterpr 

11 

13 

elps  Dodge 

25 

lip  Morris 

21 

23 

and  Group 

16 

15 

iohn 

13 
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2200 
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The  Barra  All-US  price  index  as  of  7/8/93 

Market  value:  $4,651.1  billion 
P/E:  25.2 

P/E  minus  negative  EPS:  17.2 
Price/book:  2.6 
Yield:  2.5% 


12-month  closeup 

■Barra  index 
200-day  moving  average 


Performance 

Last  4  weeks 
Since  12/31/92 


Price     Total  return 

1.1%  1.3% 
3.3  4.7 
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Closeup  on  the  market 


Index  or  investment 

2-week  change 

%  change  from 
t  year  ago       5-year  high 

Barra  All-US  index 

0.8  % 

_J 

10.9% 

-0.9% 

S&P/Barra  Growth  index1 

-0.3 

1 

5.0 

-5.0 

S&P/Barra  Value  index2 

1.2 

17.4 

-0.2 

Dow  Jones  industrials 

0.7 

_l 

5.7 

-1.1 

S&P  500 

0.5 

J 

8.3 

-1.7 

NYSE 

0.7 

_J 

9.1 

-1.2 

Nasdaq 

2.0 

1 

24.4 

-0.9 

Amex 

0.4 

1 

13.3 

-1.9 

EAFE3 

1.5 

■i 

15.0 

-14.2 

CRB  futures  index4  ' 

4.8 

RH|  5.0 

-20.7 

Gold  (Comex  spot) 

5.3 

— 1  13.2 

-21.4 

Yen 5  (per  $US) 

-0.2 

1 

-13.6 

-33.8 

Oil 5 (W  Texas  Intermediate) 

-3.3  $ 

-16.9 

-56.8 

The  best  and  worst  performing  stocks6 


2-week 

1993 

2-week 

1993 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

United  Cos  Financial 

29 

63% 

$2.00 

Chart  Inds 

57/8 

-35% 

$0.78 

Quantum  Chemical 

20 

54 

-2.30 

General  DataComm  Inds 

9'/4 

-33 

0.50  ; 

Cragin  Financial 

35  Vt 

45 

2.72 

Policy  Management  Sys 

263/4 

-27 

2.28 

Trimble  Navigation  Ltd 

121/4 

40 

0.40 

Sequent  Computer  Sys 

125/8 

-26 

0.94 

Digital  Microwave 

ll3/4 

38 

0.41 

Andrea  Electronics 

30 

-25 

NA 

The  best  and  worst  performing  industry  factors6 


rce:  Value  Line  via  Lotus  One  Source. 


Best 

2-week 
change 

Since 
12/31/92 

Worst 

2-week 
change 

Since 
12/31/92 

Trucking 

6.6% 

-10.0% 

Coal  &  uranium 

-8.2% 

-13.6% 

Precious  metals 

6.4 

59.9 

Iron  &  steel 

-6.7 

7.3 

Household  products 

4.5 

4.0 

Water  transport 

-4.4 

-1.0 

Consumer  durables 

4.5 

12.8 

Pollution  control 

-3.9 

-18.2 

Aluminum 

4.5 

-4.7 

Pharmaceuticals 

-3.0 

-9.6 

for  period  ending  7/8/93.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
iDRs,  REITs  and  closed-end  funds  are  excluded.  1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  nigh  historical  earnings  growth  and  has  predicted  above-average 
jwth.  'Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3  A  dollar-denominated  capitalization-weighted 
)re  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source;  Morgan  Stanley  Capital  International  Perspective.  "  Index  of  21  commodity  futures.  5  Source:  Kmght-Ridder 
iformation. 6  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc. 8  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including 
ze,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Caiif . 
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HEW  ISSUES  REVIEW 


BY  SCOTT  DeCARLO 


The  biggest  new  issues1 


Company/business 

Exchange 

Offer 
date 

Offer 
price 

6/30/93 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  da 
absolute   rel  to  rr 

Allstate/insurance 

n 

•6/2/93 

27 

29  ! 

f  2,120 

Goldman  Sachs 

7% 

108 

TIG  Holdings/insurance 

n 

4/20/93 

22  Vs 

25  ]/2 

1,001 

Morgan  Stanley 

13 

111 

Sonat  Offshore  Drilling/oil  drilling 

n 

5/27/93 

22 

203/8 

341 

Goldman  Sachs 

-7 

93 

Zurich  Reinsurance  Centre/reinsurance 

n 

5/11/93 

35 

32  V4 

299 

First  Boston 

-8 

91 

Station  Casinos/casino  hotels 

0 

5/24/93 

20 

15 

294 

Salomon  Brothers 

-25 

75 

Geon/organic  resins 

n 

4/29/93 

18 

183/8 

234 

Goldman  Sachs 

2 

99 

MFS  Communications/telecomm  svcs 

0 

5/19/93 

20 

30 

220 

Salomon  Brothers 

50 

149 

Libbey/glass  products 

n 

6/17/93 

13 

123/8 

195 

Bear  Stearns 

-5 

95 

Starter/sports  apparel 

n 

4/8/93 

21  Vz 

22  3/4 

167 

Merrill  Lynch 

6 

104 

Reinsurance  Group  of  America/reinsurance 

n 

5/4/93 

26 

31 V* 

150 

Salomon  Brothers 

20 

118 

Performance  update 


The  new  issues  market  shows  no  signs 
of  cooling  off.  Securities  Data  Co.  of 
Newark,  N.J.  reports  that  in  the  first 
two  quarters  of  1993  a  total  of  $14.4 
billion  in  equity  capital  was  raised 
through  230  initial  public  offerings. 
This  represents  a  $1.2  billion  gain 
over  the  first  half  of  last  year,  when 
261  new  issues  came  to  market. 

The  insurance  industry,  in  particu- 
lar, is  cashing  in.  Allstate — formerly  a 
wholly  owned  subsidiary  of  Sears, 
Roebuck — went  public  on  June  2  and 
raised  $2.1  billion  in  the  largest  initial 
public  equity  offering  by  a  U.S.  cor- 
poration. Scars  still  retains  an  80% 
interest  in  Allstate's  450  million 
shares  outstanding.  This  gives  the  in- 
surer a  market  value  of  $13  billion. 

Another  billion-dollar  insurance 
offering  was  Transamerica's  issuance 
of  TIG  Holdings,  a  property  and  casu- 
alty insurer.  The  Apr.  20  deal,  which 
put  a  majority  of  TIG  Holdings  into 
public  hands,  was  led  by  Morgan 
Stanley . 

In  all,  28  insurance  companies 
went  public  during  the  12  months 
through  June.  Between  them  they 
raised  $6  bill;.  >n  in  new  equitv. 

Noninsurers,  too,  had  their  share  of 
big  deals  durL 
was  Dr  Peppi 
went  public  on  [. 
$308  million. 


( )ne  example 
n-Up,  which 
?,6  and  raised 


The  best  new  issues1 


Company/business 

Offer 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  da 
absolute   rel  to  n 

300/interactive  multimedia  sys 

15 

$44 

Morgan  Stanley 

88% 

185 

Aldila/gclf  club  shafts 

14 

32 

Alex  Brown  &  Sons 

80 

178 

Discovery  Zone/children's  playgrounds 

22 

55 

Merrill  Lynch 

70 

171 

Catalyst  Semiconductor/semiconductors 

11 

33 

Montgomery  Sees 

66 

163 

Sanmina  Holdings/circuit  boards 

10 

23 

Montgomery  Sees 

63 

162 

The  worst  new  issues1 


Offer  Offering 


Lead 


Performance  to  da 


Company/business 

price 

($mil) 

underwriter  absolute 

rel  to  rr 

Absolute  Entertainment/computer  games 

10 

$14 

Needham  -49% 

50 

Equinox  Sys/computer  peripherals 

ll'/2 

17 

Robinson/Humphrey  -39 

61 

Electronic  Retailing  Sys/electronic  signs 

13 

25 

Montgomery  Sees  -33 

66 

Stanley  Furniture/furniture 

8'/2 

13 

Wheat  First  Sees  -32 

68 

Santa  Cruz  Operation/software 

12'/2 

75 

Goldman  Sachs  -27 

73 

The  most  active  investment  bankers        Industries  going  public 


Underwriter 

Total 
offerings 

Total  raised 
($mil) 

■Industry 

Total 
offerings 

Total  raise 
($mil) 

Goldman  Sachs 

20 

$3,930 

Manufacturing 

152 

$6,353 

Merrill  Lynch 

21 

2,600 

Insurance 

28 

6,007 

Morgan  Stanley 

13 

1,596 

Services 

57 

1,677 

Lehman  Brothers 

26 

1,395 

Retail 

34 

1,554 

Salomon  Brothers 

12 

1,309 

Investment  banking 

1 

695 

Note:  This  report  covers  initio  .  tarings  of  common  equities  with  offer  date  of  4/1/93  to  6/30/93,  offering  price  of  $2.50  or  more  and  offering  value  of  $5  million  or 
Closed-end  funds,  limited  partners.'.. .  and  ADRs  (American  Depositary  Receipts)  of  corporations  already  traded  in  foreign  countries  are  excluded,  as  are  REITs  and  spinoffs, 
quarter.  -The  ending  value  of  $1C         led  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market.  3Latest  12  months.  Source':  Securities  Data  Co. 
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Now  Available  in  Leading  Bookstores 
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1993  edition  of  Forbes 
MediaGuide  500.  The 
Forbes  MediaGuide  500 
*ives  you  critical,  unbiased 
■eviews  of  the  nations  top 
500  journalists.  You'll 
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gear's  major  stories,  a 
detailed  review  of  the 
Dest  stories  and 
rolumns  of  1992 
dong  with 
:omprehensive 
atings  of  the 
eading  j  our  nalists 
n  Business, 
Commentary, 
^oreign,  National 
Security, 

Science/Health/ 
mvironment, 
Society  and 


-tolitics. 


rhe  Forbes 

MediaGuide  500  -  it's 
great  way  to  get  a  better 
landle  on  today's  fast  moving  media  world 


Get  the  Scoop  on 
the  Nation's  Top  500 
Journalists 


)nly  $19.95.  Or,  for  a  limited  time,  you  can  receive  your  own  copy  FREE,  when  you 
abscribe  to  the  all  new  MediaGuide  Quarterly.  For  more  info  call  1-800-825-0061. 


JKIfHnBSHSflSfll 


p¥ff 
M 1 1 1 1 

EE 


:  FUNDS 


D  BY  JASON  2WEIG 


Claude  Rosenberg  gets  his  investment  data  in  an 
unorthodox  way,  and  he  won't  take  just  anybody's 
money.  But  he  does  all  right  by  his  chosen  few. 

The  sleuth 


By  John  H.  Taylor 

Ciaude  N.  Rosenberg  Jr.'s  two  mu- 
tual funds  sound  too  good  to  be  true. 
Since  it  opened  in  late  1979,  Rosen 
berg's  rcm  Growth  Equity  Fund  (as- 
sets, $2  billion)  has  produced  a  com- 
pound annual  return  of  20.4%,  com- 
pared with  15.8%  for  the  Standard  & 
Poor's  500.  The  ultimate  compli- 
ment: Perennial  Forbes  mutual  hind 
honor  roll  member  Bergstrom  Capi- 
tal has  sunk  nearly  5%  of  its  net  assets 
into  RCM  Growth  Equity. 

Rosenberg's  other  fund, 
$530  million  (assets)  RCM  Small 
Cap  Fund,  was  launched  in  Jan- 
uary 1992  and  has  returned 
15.1%  (annualized)  since  its  in- 
ception, versus  12.1%  for  the 
135  small -company  funds 
tracked  by  fund  rater  Morning- 
star,  Inc. 

Interested  in  buying  into  Ro- 
senberg's funds?  Bad  news:  You 
can't  get  into  the  funds  unless 
you  are  a  client  of  Rosenberg's 
RCM  Capital  Management.  And 
that  requires  a  minimum  of  S10 
million  for  individuals  and  $20 
million  for  institutions.  RCM 
Capital  (assets,  $24  billion) 
manages  the  two  mutual  funds. 
Most  of  the  funds'  shareholders  M 
are  names  like  AT&T,  Xerox,  the 
J.  Paul  Getty  Trust,  Stanford  Univer- 
sity and  the  state  of  Oregon.  But  a 
third  hind  exclusively  for  high-net- 
worth  individuals  Ls  in  the  works. 

Rosenberg  gets  his  intelligence  and 
many  of  his  investment  ideas  in  an 
unusual  way.  In  i984  he  set  up  Grass- 
roots Research,  a  nationwide  network 
of  over  300  investigative  reporters 
and  regular  folks — housewives, 
teachers,  farmers.  He  pays  these  ama- 
teur and  professional  sleuths  to  do 
things  like  chat  up  consumers  in  store 
lobbies  and  gab  with  doctors  about 
what  they're  buying  or  prescribing. 


Here's  an  example.  In  1987  Rosen- 
berg paid  several  Grassroots  members 
to  see  if  TPA,  Genentech's  new  drug 
designed  to  dissolve  blood  clots, 
would  be  the  hit  that  Wall  Street 
expected.  After  talking  to  75  cardiol- 
ogists, the  researchers  concluded  that 
many  were  unwilling  to  prescribe  TPA. 
On  the  basis  of  this  information,  R(  M 
Equity  Fund  sold  its  400,000  shares 
of  Genentech.  Within  nine  months, 
Genentech  crashed  from  40  to  15. 


RCM  partners  William  Price  (left)  and  Claude  N.  Rosenberg 
Some  of  the  best  research  isn't  done  on  Wall  Street. 


In  late  1990  Grassroots  researchers 
were  asking  supermarket  buyers  in  the 
West  about  their  hottest  new  prod- 
ucts. One  name  kept  coming  up: 
Clearly  Canadian,  a  mineral  water 
product  (Forbes,  Nov.  11,  1991). 
"Few  of  us  had  ever  heard  of  it," 
recalls  Rosenberg's  partner,  William 
Price.  "But  we  did  some  more  re- 
search and  discovered  the  company 
was  planning  a  nationwide  rollout." 
rcm  bought  the  stock  at  5  and  sold  it 
about  a  year  later,  after  it  had  nearly 
quadrupled. 

Rosenberg,  65,  values  his  Grass- 


roots researchers  precisely  beca 
they  are  not  influenced  by  Wall  Str 
he  doesn't  want  them  to  read  \ 
Street  research  reports.  But  Ros 
berg,  w  ho  w  as  once  research  dire< 
at  the  San  Francisco  investment  f 
of  J.  Barth  &  Co.,  doesn't  dismiss 
importance  of  traditional  reseat 
For  instance,  the  Growth  Fum 
managed  by  Price,  another  portfi 
manager  and  six  research  anal) 
The  Small  Cap  Fund  is  managed 
seven  research  analysts. 

What  do  the  analysts  and  the  Gr 
roots  people  agree  on?  These  c 
RCM  Growth  Equity  is  heavily  inv 
ed  in  Oracle  Systems,  the  produce 
database  management  syste 
Chiron  Corp.,  the  Emeryville,  Ca 
based  biotech  outfit;  Southwest  j 
lines  of  Dallas;  Sensormatic  Electr 
ics,  the  Florida-based  manufacture 
theft  detection  devices;  and  Tran 
[antic  Holdings  Inc.,  a  New  Y( 
based  reinsurer. 

Compared  with  iu  M  Gro 
Equity,  R(  M  Small  Cap  Fun 
small — and  will  stay  that  v 
R(  M  plans  to  close  the  func 
new  investors  when  its  assets 
S750  million.  Among  F 
Small  Cap's  major  holdit 
Idexx  Laboratories,  wi 
makes  animal  health  care  pr 
ucts;  Dreyer's  Grand 
Cream,  the  Oakland-based 
cream  maker;  Danka  Bush 
Services,  w  hich  makes  and 
tributes  office  equipment; 
G&K  Services,  a  uniform  rei 
company.  RCM  sells  the  Sr 
Cap  Fund's  shares  in  any  c( 
pany  whose  market  value  i 
passes  $750  million. 

Rosenberg's  and  his  partn 
stock-picking  success  m 
them  wealthy  long  ago.  In  1986 
Price  and  the  other  partners  sold  F 
Capital  Management  to  Prime 
Corp.  for  a  price  believed  to 
around  $150  million.  But  they 
get  a  share  of  the  profits  and 
allowed  to  run  RCM  and  the  two  fu 
their  own  way. 

"It's  been  a  great  deal  for  us,"  : 
Rosenberg.  "We've  been  left  tot 
alone.  Primerica  doesn't  even  ha\ 
representative  on  our  executive  cc 
mittee."  And  with  $24  billion  un 
management,  rcm  has  been  a  gi 
deal  for  Primerica. 


140 


Forbes  ■  August  2,  1' 


I,  Richard  King  is  a  veteran  of  the  international 
itment  wars.  Maybe  that's  why  his  Warburg, 
js  International  Equity  fund  has  done  so  well. 

arty  bird 

ula  Khalaf 


iid  King  got  into  money  man- 
tit  out  of  boredom.  A  political 
:  and  economics  graduate  of 
liversity  of  Durham,  he  landed 
i  1967  as  assistant  to  the  princi- 
London  University,  where, 
;  other  things,  he  served  sherry 
Queen  Mother,  who  was  uni- 
chancellor. 

sville.  So  in  1968  King  quit 
;ned  up  with  W.I.  Carr  Sons  & 

British  brokerage  house  that 
m  to  work  as  a  securities  analyst 
g  Kong,  Tokyo  and  Singapore, 
s  began  the  career  of  one  of  the 
t  stars  of  the  international 

management  scene, 
irly  1989  King  jumped  to  E.M. 
rg,  Pincus  &  Co.  and  in  May  of 
ar  launched  the  Warburg,  Pin- 
:ernarional  Equity  fund.  Since 
ich,  the  fund  has  recorded  a 
und  annual  return  of  12.8%. 
xmt  matches  the  s&P  500,  but 
iperior  to  other  foreign  funds. 
itionaJ  stocks  as  a  whole  have 


lagged  New  York  when  adjusted  for 
currency  fluctuations. The  51  foreign 
funds  tracked  over  the  same  period  by 
Morningstar,  Inc.  returned  an  aver- 
age 6.2%  per  year.  (All  returns  are 
measured  in  U.S.  dollars  after  adjust- 
ing for  currency  fluctuations.) 

King  soon  found  himself  operating 
almost  in  an  information  vacuum. 
There  were  literally  hundreds  of  com- 
panies out  there  that  had  never  seen 
or  heard  from  an  analyst.  As  a  result, 
he  discovered  such  promising  stocks 
as  Fujitsu  Business  Systems,  a  Japa- 
nese seller  of  Fujitsu  PCs,  and  Stork 
V.F.M.,  a  Dutch  engineering  firm. 

Besides  talking  with  the  company, 
King  tries  to  calculate  the  value  of  a 
company  as  a  business.  He  looks  for 
companies  priced  in  the  stock  market 
at  about  40%  below  what  he  thinks  a 
businessman  would  pay  to  purchase 
the  company;  he  is  prepared  to  hold 
stocks  for  three  to  five  years. 

These  days  Warburg,  Pincus  Inter- 
national Equity  owns  65  to  70  stocks 


rgasbord 


Country 

Industry 

Price 

Market  cap 

P/E* 

Price/ 

($US) 

($mil) 

NAVt 

Shipping 

Norway 

Shipping 

$15.80 

$59 

9 

0.6 

ler 

Mexico 

Banking 

1 60 

5,875 

9 

1.2 

lie 

France 

Mechanical  engineering 

55.00 

145 

8 

0.6 

Iron  &  Steel 

Korea 

Steel 

32.50 

380 

11 

0.8 

n  Holding 

Austria 

Construction 

78.40 

392 

15 

2.5 

Japan 

Game  manufacturing 

99.40 

4,968 

28 

5.0 

France 

Reinsurance 

103.50 

570 

38 

0.8 

&  Friedlander 

UK 

Banking 

1.00 

188 

10 

0.7 

UK 

Nursing  homes 

3.50 

308 

17 

1.3 

Japan 

Movie  distribution 

181.50 

2,840 

60 

0.5 

price  divided  by  1993  estimated  earnings.  tCurrent  price  divided  by  King's  estimate  of  net  asset  value. 
Warburg,  Pincus  International  Equity. 


locks  are  among  Richard  King's  favorites.  Nearly  all  have 
:e/earnings  ratios  or  are  priced  cheap  to  their  net  asset  value. 


in  16  different  markets.  Japan  ac- 
counts for  20%  of  assets,  the  U.K.  1 3% 
and  Australia  7%.  About  25%  of  assets 
are  in  such  emerging  markets  as  Ko- 
rea, Indonesia  and  Mexico.  Conti- 
nental Europe  has  nearly  23%. 

In  deciding  which  countries  to  buy, 
King  often  looks  for  social  and  eco- 
nomic trends.  This  top-down  analysis 
directs  him  toward  specific  sectors 
and  companies.  Example:  As  Mexi- 
cans become  more  aggressive  con- 
sumers, they  will  finance  bigger 
houses  with  mortgage  debt  and  spend 
more  money  on  bank  credit  cards. 
King  thinks  Mexican  credit  card 
spending  should  grow  30%  a  year.  To 
play  this  trend,  he  has  been  buying 
Grupo  Financiero  Bancomer,  Mexi- 
co's second-largest  bank.  King 
bought  Bancomer  at  $1.05  a  share 
when  it  went  public  last  year.  At  a 
recent  $1.60,  he's  still  buying  it. 

King  has  done  well  with  distressed 
securities  and  other  special  foreign 
situations.  "In  overseas  markets, 
when  companies  have  gone  close  to 
bankruptcy  and  then  come  out, 
they're  just  ignored,"  he  says.  As  an 
example,  he  cites  Compagnie  Fives- 
Lille  S.A.,  a  French  mechanical  engi- 
neering company  (1992  sales,  $876.5 
million).  The  company  had  a  disas- 
trous year  in  1990  after  diversifying 
into  consumer  electronics  goods.  But 
in  late  1991 ,  after  many  analysts  had 
given  up  on  the  company,  new  man- 
agement began  refocusing  on  me- 
chanical engineering  again.  King 
started  picking  up  Fives-Lille  last  year 
at  $48.  He's  still  buying  at  $55. 

Warburg,  Pincus  International  has 
$220  million  in  assets,  levies  no  load 
fees  and  has  annual  operating  costs  of 
$1.30  per  $100  in  assets,  among  the 
lowest  expenses  of  any  international 
fund.  The  average  stock  in  the  fund  is 
priced  at  14.8  times  trailing  12- 
month  earnings,  versus  21.4  times  the 
average  P/E  of  domestic  funds.  Proba- 
bly Warburg's  biggest  attraction  is  the 
time  King  spent  overseas. 

"I  lived  through  the  Hong  Kong 
crash  of  1973,"  he  recalls.  "The  mar- 
ket's price/earnings  ratio  went  from 
103  to  7.  Everyone  had  said  103  was 
cheap.  Then  everyone  said  7  was  ex- 
pensive." Though  he  is  still  just  48, 
Richard  King  counts  as  a  veteran  in 
the  relatively  new  field  of  internation- 
al investing. 
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STATISTICAL  SPOTLIGHT 


Are  you  a  penny-pinching  investor,  aware  that 
transaction  costs  can  eat  you  alive?  Then  you 
might  consider  signing  up  for  a  dividend 
reinvestment  plan  that  offers  discounts. 

A  little 

something  extra 


By  Eric  S.  Hardy 

In  a  TIRED  BULL  market  discounts  on 
good  closed  end  funds  are  rare,  and 
companies  trading  at  a  fraction  of 
their  breakup  values  are  very  hard  to 
find.  But  there  remains  at  least  one 
place  where  you  can  still  buy  a  dollar 
for  95  cents:  a  dividend  reinvestment 
plan.  Investors  who  sign  up  get  their 
quarterly  dividends  in  the  form  of 
additional  shares,  either  newly  issued 
or  purchased  by  the  issuer  on  the  open 
market.  A  third  option  is  for  the  com- 
pany to  divert  treasury  stock  to  partic- 


ipating shareholders. 

About  1,000  corporations  are  of- 
fering reinvestment  plans,  but  oniy 
about  1 00  sell  you  shares  at  a  discount 
to  market  prices.  Indeed,  a  handful 
even  allow  a  discount  on  shares  you 
buy  when  you  supplement  your  divi- 
dend with  a  cash  payment. 

There's  a  catch.  To  participate  in  a 
dividend  reinvestment  plan,  you  have 
to  keep  your  shares  with  the  issuer  or 
its  transfer  agent.  For  a  diversified 
portfolio,  that  is  going  to  create  a 


tangle  of  paperwork.  Why  can't  bi 
kers  enroll  you  in  a  reinvestment  pi 
for  shares  consolidated  in  a  broken 
account?  They  don't  want  the  ex 
hassle.  A  few  firms,  however,  inch 
ing  Charles  Schwab,  do  offer  t 
sen  ice  for  a  nominal  charge.  Rut  ki 
in  mind  that  they  can't  pass  throu 
any  discounts  you  might  receive 
reinvested  dividends. 

Another  drawback  is  tax  accou 
ing.  Say  you  buy  300  shares 
Kemper  Corp.  and  elect  to  reinv 
your  dividends.  Four  times  a  year  y 
are  buying  new  shares  and  fraction; 
shares.  After  five  years  you  have 
different  cost  bases  from  which 
figure  your  taxable  gain  (or  loss 
you  decide  to  unload  the  position. 

Okay,  but  despite  the  hassle  tb 
are  advantages  in  being  able,  ove 
long  period,  to  buy  at  slightly  be! 
market  prices.  The  table  shows 
companies  that  offer  discounts 
reinvestors.  These  companies  yield 
least  2.5%,  show  an  annualized  fi 
year  div  idend  growth  rate  of  at  le 
4%,  and  pay  out  no  more  than  80% 
earnings  in  dividends. 

Want  a  longer  list?  Get  Buyt 
Stocks  Without  a  Broker,  by  Charles 
Carlson  (McGraw-Hill,  $16.95). 


An  offer  you  can't  refuse 

Company/business 


Recent 


-Dividends  per  share- 


P/E 


price 

yield 

—5-year  average — 

growth 

payout 

American  Express/financial  services 

31% 

3.2%' 

6% 

54% 

39.2 

American  Water  Works/water  utility 

2VU 

3.7 

8 

42 

13.6 

Ball/glass  containers 

28 

4.4 

6 

58 

13.2 

Bancorp  Hawaii/banking 

44% 

3.1 

10 

30 

10.8 

BB8J  Financial/banking 

34% 

2.9 

7 

33 

11.7 

First  of  America  Bank/banking 

39% 

4.0 

9 

36 

13.4 

First  Union/banking 

48y8 

2.92 

10 

38 

12.9 

Fleming  Cos/food  wholesaling 

33'/8 

3.6 

4 

41 

10.0 

Huntington  Bancshares/banking 

27% 

2.9 

12 

37 

14.0 

Kemper/msurance 

35% 

2.6 

9 

42 

NM 

Kennametal/metalworking  tools 

32V4 

3.6 

4 

49 

23.0 

Mercantile  Bankshares/banking 

30V8 

3.02 

10 

34 

11.8 

NationsBank'banking 

50Vs 

3.2 

14 

40 

10.9 

North  Carolina  Natl  Gas/gas  utility 

271/a 

4.0 

8 

58 

14.1 

Piedmont  Natural  Gas/gas  utility 

22% 

4.3 

7 

70 

14.7 

Union  Bank/banking 

27% 

5.0 

7 

38 

8.9 

Union  Planters/banking 

27 

2.7 

10 

50 

12.9 

Utilicorp  United/eisctric  utility 

29V2 

5.4 

11 

74 

20.8 

Valley  Resources/gas  utility 

12V4 

5.6 

8 

77 

13.5 

York  Financial/savings  &  loan 

19 

3.43 

9 

30 

10.2 

icre  footnoted,  all  companies     i  a  5%  discount  on  reinvested  dividends.  '3%  discount  on  reinvested  dividends. 

;  Disc;  .  !!  ai     pnliss  to  additional  cash  purchases.  310%  discount  on  reinvested  dividends.  NM:  Not  meaningful. 
•  irces.  B  .•  ■  ."nckb  Without  a  Broker,  tf  Charles  B.  Carlson;  Media  General,  via  Lotus  One  Sowce. 


Not  only  do 
these  20 
high-quality 
companies  off  e 
dividend 
reinvestment 
plans,  but  they 
also  give 
shareholders  a 
discount — rangi 
from  3%  to  10 
on  shares 
purchased  with 
reinvested 
dividends. 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


|Hhe  land  we're  offering  is  far 

I  from  the  crowds  and  rat  race  of 
A  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  5WK4 
Ft.  Garland,  CO  81 133. 


ie  Properly  Report  required  by  Federal  law  and  read  II  before  signing  anything  No  Federal  agency  has 
ie  merits  or  value,  il  any.  of  this  property  Equal  Credit  and  Housing  Opportunity.  A  statement  and  ollering 
tt  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  nol  constitute  approval 
e  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
merils  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
f,  NYA86- 1 53.  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
ired  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value  Obtain  the  New  Jersey  Public 
Statement  and  read  it  before  signing  anything  NJA  #60686004  CO,  Florida  AD  20537 


MUTUAL  FUND  MARKETERS: 
REACH  YOUR  BEST  PROSPECTS  WITH... 


MUTUAL  FUNDS  PORTFOLIO 

A  HIGHLY  RESPONSIVE  DIRECT  MARKETING  VEHICLE 


♦  This  special  advertising  section  in  FORBES  pro- 
vides an  effective  and  affordable  opportunity  for 
you  to  generate  direct  response  leads  at  a 
low  cost  for  one  or  more  of  your  funds. 

♦  FORBES'  750,000  subscribers  are 
affluent  and  active  investors  who 
seek  out  information  about 
mutual  funds.  They  have 


r 


an  average  household  income  of  $216,898  and  an 
average  net  worth  of  $1,595,838.  In  addition, 
64%  own  mutual  funds,  with  an  average  valu 
of  $161,379.  The  Mutual  Funds  Portfolio 
section  gives  you  direct  access  to 
this  desirable  audience  at  a  frac- 
tion of  regular  FORBES  adver- 
tising rates. 

Source:  Don  Bowdren  Associates, 
1990  Subscriber  Study 


Consider  the  following: 

♦  Related  editorial  is  a  bonus  for  mutual  fund  advertisers. 
The  section  appears  in  the  annual  Mutual  Funds  Survey 
special  issue  that  investors  count  on  year  after  year  for 
investment  decisions. 

The  high  number  of  quality  responses  to  previous  sections 
proves  that  readers  not  only  read  but  respond  to  the  FORBES 
Mutual  Funds  Portfolio. 

Your  800  number  is  included  in  your  ad,  as  well  as  on  the 
special  reader  response  card,  making  it  convenient  for 
investors  to  request  information  about  your  funds. 

Participation  is  easy  —  FORBES  produces  the  ad  for  you  — 
and  it's  affordable. 

For  more  information,  including  rates  and  a  reprint  of  our  last  section, 
call  Virginia  Carroll  at  212-620-2339. 


Issue  Date:  August  30,  1 993 
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ave  not  seen  the  end  of  the  volatility  in  the  dollar/yen 
onship.  Clinton's  trip  to  Japan  changes  little. 

he  differences 
re  fundamental 


DREW  J.  KRIEGER 


.  Krieger  is  managing  director 

■rency  Advisors,  Inc., 

currency  investment  management 

,ing/overlay  firm 

Englewood  Cliffs,  N.J. 

ior  of  The  Money  Bazaar. 


\  Nov.  23,  1992,  May  24  and 

1993  issues  of  Forbes,  I  urged 
>  to  buy  both  long-term  (18 
s  to  2  years)  and  short-term  (3 
s)  options  on  the  yen. 

basic  premise  was  that  the 
jllar  relationship  was  in  the 
s  of  moving  into  its  most  struc- 

unstable  period  since  the  de- 
f  Bretton  Woods  and  the  start 
free-floating  currency  markets, 
hen  the  market  has  been  wild, 
ig  erratically  in  a  broad  range, 
t  participants  have  mixed  views 
:  direction  of  the  next  major 
but  there  is  a  growing  recogni- 
lat  the  relationship  is  unbal- 
and  there  will  be  another  big 
change.   The  recommended 

have  worked  out  nicely  and 

continue  to  do  so. 
re  is  no  end  in  sight  to  the 
ty.  All  the  publicity  about  Pres- 
wlinton's  visit  to  Tokyo  really 
:s  nothing.  Japan  is  generating 

trade  surpluses,  not  just  with 
S.,  but  also  with  the  Europeans. 

imbalances  cause  currency 
is  revenues  generated  from  ex 


ports  are  repatriated. 

Furthermore,  the  diversified  in- 
vestment practices  of  the  Japanese, 
who  are  among  the  world's  most 
assiduous  savers,  create  still  further 
volatility.  As  major  investors  abroad, 
the  Japanese  are  constantly  moving 
money  and  hedging  their  investment 
exposures.  There  are  also  gross  dis- 
crepancies in  the  respective  purchas- 
ing parities  in  the  U.S.  and  Japan, 
exacerbating  further  the  issue  of  "fair 
value"  for  the  currency  rate. 

The  sheer  volume  of  trade  and 
capital  Hows  in  and  out  of  the  yen  are 
so  enormous  that  even  if  there  were  a 
condition  of  relative  trade  balance — 
which  there  isn't — wide  fluctuations 
would  still  ensue  as  the  market  cleared 
the  massive  trade  and  investment 
transactions. 

Little  is  changed  for  now  by  the 
recent  enormous  strengthening  of  the 
yen  versus  the  dollar.  As  I  pointed  out 
in  my  May  24,  1993  column,  the 
usage  of  currency  adjustments  to  cor- 
rect external  trade  imbalances  is  at 
best  a  slow  and  arduous  road.  Re- 
member, in  1985  the  U.S.  trade  defi- 
cit with  Japan  was  $43.5  billion  (and 
the  yen/dollar  rate  was  235);  last 
year's  trade  deficit  was  $49.4  billion 
(and  the  yen/dollar  rate  was  127). 
Such  a  huge  currency  shift  theoreti- 
callv  should  have  wiped  out  and  even 
reversed  the  surplus  to  a  deficit  if  the 
theory  held  true.  Instead,  the  deficit 
widened. 

Furthermore,  the  wisdom  of  a 
country,  such  as  the  U.S.,  implement- 
ing a  currency  devaluation  program 
while  it  is  running  large  structural 
deficits  and  is  heavily  dependent  on 
foreign  capital  to  finance  its  deficits  is 
questionable.  There  is  always  the  risk 
that  such  a  controlled  and  managed 
program  becomes  a  rout,  or  worse,  a 


complete  free-fall,  as  foreign  holders 
of  dollars  bolt  for  the  safety  of  their 
base  currencies. 

Recent  comments  by  the  U.S.  Sec- 
retary of  the  Treasury  state  clearly  that 
further  yen  appreciation  is  not  sought 
by  the  U.S.  Lloyd  Bentsen's  com- 
ments demonstrate  a  growing  sense 
of  caution  about  the  pace  of  the  dol- 
lar's decline  and  the  potential  damage 
such  a  decline  could  generate. 

In  short,  nothing  has  changed  in 
the  fundamentals  that  cause  yen/dol- 
lar volatility.  The  pressures  will  persist 
until  the  U.S.  finally  makes  successful 
efforts  at  reducing  its  budget  deficits 
and  increasing  domestic  savings  and 
investment.  Conversely,  the  Japanese 
must  increase  domestic  demand  and 
more  fully  open  up  their  markets  to 
fairly  priced  imports.  The  low-invest- 
ment policies  of  the  U.S.  during  the 
1970s  resulted  in  enormous  problems 
during  the  1980s,  when  the  U.S.  ran 
high-consumption  policies  and  low 
taxation,  as  the  Japanese,  who  had 
invested  heavily,  were  able  to  supply 
the  goods  Americans  wanted  to  buy. 

A  basic  point  that  needs  to  be  con- 
sidered in  this  context  is  whether 
perhaps  the  chronic  Japanese  surplus- 
es are  not  reflective  of  unfair  trade 
practices  and  restrictive  import  poli- 
cies but  rather  are  the  natural  effect  of 
differing  cultures  and  philosophies  re- 
garding saving  and  consumption.  As 
long  as  the  Japanese  prefer  to  save  and 
invest,  rather  than  consume,  then  the 
imbalance  will  persist.  The  issue  cuts 
at  the  very  heart  of  the  relationship 
between  the  two  most  powerful  na- 
tions in  the  world.  The  stakes  are 
high,  and  if  the  parties  continue  on 
the  current  path,  a  head-on  collision 
will  be  inevitable. 

It's  this  simple:  Both  the  U.S.  and 
Japan  must  undergo  severe  change  in 
their  respective  philosophies  and  be- 
havior in  order  to  avert  an  "accident." 
I'm  sorry  to  say  I  doubt  the  U.S.  has 
the  fortitude  and  foresight  to  carry 
out  this  program.  Nor  am  I  sure  the 
Japanese  have  the  will  to  change  their 
fundamental  ways. 

Look  for  continued  volatility  in  the 
yen/dollar  relationship  and  maintain 
your  long  option  strategies.  Unfortu- 
nately, options  are  much  more  expen- 
sive now  than  in  prior  months,  so 
entering  into  fresh  positions  at  cur- 
rent levels  is  somewhat  risky.  Hi 


■  August  2,  1993 


145 


PORTFOLIO  STRATEGY 

MONEY  &  INVESTMENTS 


The  bears'  day  will  come, 
but  not  this  year. 

Stay  bullish 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  His  third  book  is 
100  Minds  that  Made  the  Market. 


We  are  about  halfway  through  a  bull 
market  in  stocks.  It  started  in  late 
1990  and  may  end  about  the  start  of 
1996.  Long-term  bond  prices  should 
do  fine  until  about  then  also.  Short- 
term  rates  will  probably  behave  well 
until  sometime  next  year. 

I've  been  bullish  so  long  that  some 
readers  write  complaining  that  I'm  a 
Pollyanna.  Not  so.  Dig  out  my  col- 
umns from  late  1989  to  late  1990. 
Nonstop  brutal  bearishness — but  al- 
ways laced  with  the  caveat  that  the 
time  to  turn  bullish  would  come. 

In  time,  therefore,  I  will  become  a 
bear  again.  But  the  time  is  not  yet. 
Not  until  certain  signs  have  ap- 
peared. Short-term  interest  rates 
should  have  risen  for  at  least  a  year. 
The  excess  of  long-term  rates  over 
short-term  rates  should  have  fallen 
for  at  least  18  months — the  yield 
curve  will  have  flattened;  right  now 
it  is  quite  steep. 

The  economic  expansion  should  be 
old.  And  about  four  years  will  have 
elapsed  from  the  bottom  of  the  last 
bear  market. 

What  will  really  clinch  things  to 
start  the  bear  market  will  be  a  vocal 
excess  of  bullishness. 

None  of  these  factors  is  present  yet. 

Quite  the  contrary.  Reading  die 
press,  or  listening  to  investors,  vou 
hear  a  preponderance  of  voices  ex- 
pecting poor  stock  and  bond  results. 


You  would  expect  gloom  at  or  near 
bear  market  bottoms.  But  the  only 
time  in  my  20-year-plus  career  with 
quite  such  thick  pessimism  so  long 
after  a  market  bottom  was  between 
1977  and  1979 — a  great  time  to  buy 
stocks,  particularly  value  stocks. 

Newsletters,  Barron's  institutional 
investor  poll,  and  consumer  confi- 
dence are  all  gloomy.  Mutual  fund 
and  institutional  cash  balances  are  at 
highs.  Bears  adorn  magazine  covers. 
Bulls  don't.  And  there  are  any  num- 
ber of  professionals  being  quoted  ev- 
erywhere with  bearish  forecasts,  but 
darned  few  bulls. 

But  since  the  bearish  crowd  is  so 
noisy  right  now,  let's  examine  its 
premises.  They  include:  1 )  The  1990s 
can't  be  very  good  for  securities  be 
cause  the  1980s  were  so  great — a.k.a. 
the  party  must  be  over;  2 )  P/Es  and  the 
like  are  so  high  that  stocks  must  fall  far 
to  get  back  to  a  normal  range;  3)  We 
are  at  or  near  a  bottom  for  interest 
rates;  4)  The  1990s  will  be  a  slow- 
growth  decade  on  Main  Street,  tied  to 
debt,  deficits  and  taxes  and  a  tapped- 
out  consumer;  5 )  Clinton. 

As  detailed  in  prior  columns,  I  view 
all  these  arguments  as  a  bit  off  base. 
For  example,  while  the  later  1980s 
were  great,  they  merely  got  us  back  to 
normal  after  the  dismal  decade  of 
1972-82.  Almost  evervthing  is  more 
normal  now  than  most  folks  realize. 
But  even  were  all  the  bears'  points 
basically  right,  they  are  still  not  bear- 
ish if  the  market  has  already  discount- 
ed them,  which  it  has. 

It's  surprise  that  moves  markets, 
and  only  surprise.  All  the  bearish  ar- 
guments are  too  old  and  well  digested 
not  to  be  fully  in  the  market  already.  It 
w  ill  take  new  and  bad  surprises,  or 
time  to  forget  the  old  arguments, 
before  the  bear  begins. 

Some  stocks  that  should  reward 
you  in  the  last  half  of  this  bull  market 
include  Syms  Corp.  (10),  a  small,  28- 
store  retail  chain  of  off-price  but 


brand-name  apparel.  It  sells  at  a  bi 
a  discount  itself — onlv  two-third; 
its  1987  price— and '  95%  of  b< 
value,  half  of  revenue  and  a  p/e  of 
It  is  very  heavy  in  men's  brands,  wh 
has  been  a  terrible  turf  since  19 
Having  floated  through  the  toi 
times,  Syms'  revenue  growth  ; 
profit  margins  should  impr 
through  1996,  and  the  stock  witl 
to  approximately  18. 

Those  wishing  to  bottom  : 
should  troll  for  Russ  Berrie  ( 1 
Half  its  sales  are  from  the  fadlike  ; 
ubiquitous  Troll  product  line.  1 
other  half  spans  10,000  cheap 
pulse  gift  items  that  play  on  lc 
friendship  and  humor.  The  mar 
thinks  the  Troll  will  die.  Maybe.  ] 
the  stock  is  too  cheap  anyway.  It  s 
at  half  its  1987  levels  and,  the  w: 
tally  all  the  statistics,  is  among 
15%  cheapest  of  all  small-cap  sto 
at  60%  of  revenue,  5  times  earni 
and  1 .2  times  book  value — with  a 
dividend  yield.  If  reports  of 
Troll's  death  are  premature,  it  : 
$35  stock;  if  they  aren't,  it  sho 
still  hit  $25. 

USLICO  ( 18)  is  an  almost  invisi 
$400  million  (revenues)  insura: 
firm  that  has  been  going  nowh 
for  years.  But  the  stock,  also  sti 
where  it  was  ten  years  ago,  is  mi 
too  cheap  if  interest  rates  dc 
ratchet  back  up  sharply.  At  76% 
book  value  and  half  of  its  ann 
revenue,  the  stock  is  likely  to  see 
before  this  bull  market  is  over. 

A  similar  insurance  cheapie  is 
dependent  Insurance  (o-t-c,  1 
Valued  at  $210  million,  this  $i 
million  (revenues)  firm  is  likeh 
hit  25  in  this  bull  market.  With 
southeastern  customer  base,  it 
particularly  hard  hit  by  Hurric 
Andrew.  But  at  40%  of  revenue 
70%    of   book    value,    the  | 
shouldn't  matter  too  much.  Lib 
insurer,  spread  your  own  risk 
buy  both  this  one  and  uslico. 
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Dst  without  exception,  the  old  pros 
e  investment  letter  game  are  bearish. 

Iray-haired 
ears 


ARK  HULBERT 


Ibert  is  editor  of  the  Alexandria,  Va.- 
ulbert  Financial  Digest,  which  monitors 
rmance  of  investment  advisory  letters, 
st  book  is  The  Hulbert  Guide  to  Financial 
ters  (Dearborn  Financial  Publishing). 


S  A  generational  conflict  for 
/lost  of  the  veteran  investment 
writers  I  follow  are  bearish, 
younger  brethren,  on  balance, 
ich  more  bullish.  I  define  veter- 
someone  who  has  been  in  the 
ss  25  years  or  longer. 

generational  difference  is  dra- 
The  average  recommended 
lio  exposure  to  stocks  is  just 
mong  the  just  over  one  dozen 
a  letter  editors.  Not  one  of 
is  aggressively  bullish  on  the 
t's  prospects  over  the  next  sev- 
ars.  Yet,  among  the  entire  uni- 
)f  letters  tracked  by  the  Hulbert 
rial  Digest,  the  average  expo- 
)  stocks  stands  at  54%.  The  vets 
5  than  half  as  bullish  as  the  kids. 
i  referee  of  competing  invest- 
letter  performance  claims,  I'm 
sed  to  be  neutral,  but  my  lean- 
o  listen  to  the  old  pros.  Many  of 
'eteran  letter  editors  have  stellar 
erm  records.  Each  of  the  four 

that  are  ahead  of  the  market 
1980 — when  I  started  tracking 
iustry — have  been  published  at 
ince  the  late  1960s.  So  I  think 
nild  take  the  bearishness  of  the 
as  seriously. 


What  was  it  in  the  experience  of 
these  veterans  that  inclines  them  to- 
day toward  bearishness?  Dan  Sullivan, 
editor  of  the  Chartist,  has  no  doubt. 
Sullivan  has  been  publishing  the 
Chartist  since  the  late  1960s,  and  it  is 
in  first  place  among  all  letters  the  hfd 
has  tracked  since  1980.  He  believes 
the  defining  event  for  veteran  editors 
was  the  1968-74  bear  market. 

It's  easy  to  appreciate  why  it  would 
have  been.  From  the  1000  level  that 
was  first  hit  in  1966,  the  Dow 
dropped  below  the  580  level  in  late 
1974— a  drop  of  almost  50%.  The 
decline  in  secondary  stocks  was  even 
steeper.  And  when  the  high  inflation 
rates  of  the  1970s  are  factored  in,  this 
bear  market  was  even  more  devastat- 
ing than  the  crash  of  1929-30. 

"Just  like  the  previous  generation 
had  to  deal  with  the  specter  of  another 
1929-32,  we  have  1968-74,"  Sulli- 
van writes.  "Until  you  have  actually 
been  a  participant  in  the  stock  market 
through  this  type  of  debacle,  you  just 
do  not  realize  how  punishing  a  bear 
market  can  be." 

Richard  Russell,  editor  of  Don'  TJje- 
ory  Letters,  is  another  veteran  adviser 
who  was  publishing  during  the  1968- 
74  bear  market — since  1958,  in  fact, 
longer  than  any  other  investment  let- 
ter editor  I  am  aware  of.  And  his 
attitude  is  similar.  Russell  believes  a 
"killer"  bear  market  will  begin  in  the 
not-too-distant  future — late  1993  or 
1 994  is  his  best  current  guess — and  he 
pleads  with  subscribers  not  to  get 
caught  up  in  the  bullish  euphoria. 

In  contrast  to  advisers  like  Sullivan 
and  Russell,  those  who  haven't  lived 
through  a  protracted  and  severe  bear 
market  are  less  likely  to  pay  bear  mar- 
kets the  respect  they  deserve.  Younger 
advisers  today  have  experienced  noth- 
ing but  a  bull  market.  To  them  bear 


markets  are  just  hiccups.  After  all, 
they  point  out,  it  took  the  stock  mar- 
ket just  two  years  to  recover  com- 
pletely from  the  1987  crash,  the  worst 
in  market  history. 

My  instinct  tells  me:  Pay  attention 
to  these  relative  graybeards.  Of 
course,  not  all  of  them  are  individ- 
ually worth  listening  to.  The  Gran- 
ville Market  Letter,  which  has  been 
written  by  Joe  Granville  since  the 
early  1960s,  is  ranked  at  the  very 
bottom  for  performance  since  1980, 
with  a  devastating  loss  of  55%  in  his 
stock  portfolio. 

But  if  Granville  is  a  triumph  of  hype 
over  experience,  most  of  the  old  vet- 
erans have  performed  well,  especially 
when  you  factor  in  the  1974  trauma, 
which  might  easily  have  predisposed 
them  to  lifelong  bearishness.  Yet  only 
one  of  them  missed  a  significant  por- 
tion of  the  1980s  bull  market  by 
turning  prematurely  bearish.  I'm  re- 
ferring to  Charles  Allmon,  who  has 
been  publishing  Growth  Stock  Outlook 
since  the  mid-1960s.  Allmon  partici- 
pated in  the  1980s  bull  market  until 
1986,  at  which  point  he  grew  suspi- 
cious of  it.  With  only  a  few  minor 
exceptions,  he  has  been  85%  or  more 
in  cash  ever  since.  Nevertheless,  All- 
mon performed  sufficiently  well  dur- 
ing the  first  half  of  the  1980s  so  that 
even  with  his  large  cash  position  he  is 
one  of  the  better-performing  advisers 
over  the  last  13  years. 

These  veteran  advisers'  current 
bearishness  is  thus  particularly  com- 
pelling. Far  from  being  bearish 
"stopped  clocks,"  they  turned  in 
some  of  the  best  performances  during 
the  bullish  1980s.  But  now  they  are 
worried  about  a  repeat  of  the  1968- 
74  bear  market.  Computers  or  no, 
new  era  or  no,  there  is  no  substitute 
for  experience.  WH 
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In  the  stock  market  it's  painful  to  be  right  too  early, 
but  if  the  stock  is  cheap  enough  the  pain  can  be  worth  it. 

The  Harold 
Simmons  bet 


BY  FREDERICK  E.  ROWE  JR. 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


A  MONEY  MANAGER  I  know  complains 
that  he  frequently  suffers  from  prema- 
ture accumulation.  It's  a  common 
disease.  The  major  symptom  is  a 
slightly  sick  feeling  caused  by  the 
realization  that  the  outstanding  value 
the  investor  has  seized  in  the  market 
could  have  been  seized  cheaper  at  a 
later  date. 

The  most  painful  form  of  prema- 
ture accumulation  is  a  premature 
short  position.  With  the  long,  there  is 
an  ameliorating  factor.  As  the  market 
value  declines,  the  problem  shrinks. 
That  5%  position  is  suddenly  a  3% 
position.  Not  a  big  deal.  The  potential 
for  loss  is  limited  to  the  amount  of 
money  you  have  invested. 

But  w  ith  a  short  position  the  poten- 
tial for  loss  is  theoretically  unlimited. 
Instead  of  shrinking  in  importance  as 
the  trade  goes  against  you,  it  grows 
worse.  That  same  5%  position  is  sud- 
denly a  10%  or  15%  position  and  your 
insides  are  screaming. 

Thus  investors  who  buy  long  or  sell 
short  based  upon  their  perceptions  of 
compelling  value  rather  than  trend- 
following  continually  seek  ways  to 
avoid  being  premature.  They  con- 
stantly ask  themselves  "How  high  is 
high  and  how  low  is  low?" 


Well-known  investors  employ  a  va- 
riety of  criteria.  John  Templeton  in 
his  glory  days  attempted  to  buy  out- 
of-favor  stocks  wherever  he  found 
them  throughout  the  world  at  two 
times  what  he  thought  they  could 
ultimately  earn.  Benjamin  Graham 
bought  stocks  for  less  than  net  work- 
ing capital  or  the  amount  for  which 
the  company  could  be  quickly  liqui- 
dated. Mario  Gabelli  attempts  to  buy 
stocks  for  less  than  private  market 
value,  which  is  the  value  that  an  in- 
formed buyer  would  pay  for  the  entire 
company  in  a  private  transaction. 

Knowing  when  to  sell  short  is  far 
more  problematic  than  knowing 
when  to  buy,  particularly  in  a  market 
characterized  like  this  one  by  low 
interest  rates  and  a  fondness  among 
some  investor  types  for  squeezing 
short-sellers.  Even  that  cash- burning, 
leveraged  cement  company  that  looks 
like  a  certain  candidate  for  Chapter  1 1 
might  reallv  have  a  cure  for  some 
horrible  disease.  In  brief,  being  pre- 
maturely short  in  this  market  is  just 
too  dangerous. 

However,  I  have  prematurely  accu- 
mulated small  long  positions  in  three 
companies  that  I  collectively  refer  to 
as  my  Harold  Simmons  bet.  The  three 
companies  are  NL  Industries  (5), 
Valhi  (4)  and  Maxxam  (27). 

A  shrewd  businessman  I  know  once 
observed,  "It's  been  my  experience 
that  a  man  generally  don't  alternate 
between  dumb  and  smart.'''  In  the  last 
couple  of  years,  Harold  Simmons  has 
seen  the  value  of  his  stock  market 
holdings  decline  by  approximatelv  SI 
billion.  Through  Valhi,  90%  of  which 
is  owned  by  Simmons  family  trusts, 
and  through  pension  plans  that  he 
controls,  Simmons  has  been  ice  cold 
as  an  investor  for  the  last  couple  of 
years.  I  think  he  is  still  plenty  smart. 


Simmons'  investment  practice- 
been  to  buy  into  somewhat  cycl 
businesses  at  low  prices  relative 
w  hat  he  expects  those  businesses 
cash  How  over  time.  The  busii 
cycle,  after  all,  is  self-correcting, 
prices  for  a  commodity  product 
dow  n,  marginal  producers  drop  ( 
If  consumption  continues  to  gr 
eventually  prices  recover. 

Valhi  owns  49%  of  NL  Industi 
which  manufactures  titanium  di 
ide.  Ti02  is  a  specialty  chemical  v 
as  a  brightener  in  paints  and  on 
surfaces  of  appliances.  Demand  fc 
correlates  directly  with  econo 
growth,  and  we  Americans  const 
proportionately  more  of  this  proc 
than  any  other  country.  Much  of: 
debt  is  denominated  in  deuts 
marks,  and  much  of  its  productio 
in  Germany.  Therefore,  the  con 
ny's  earnings  have  been  hurt  by 
rope's  recession,  high  German  in 
est  rates  and  unfavorable  curre 
translations. 

All  that  is  changing,  and  w< 
demand  for  Ti02  should  exceed  s 
ply  within  two  years.  I  do  not  tr 
the  company  is  going  broke.  If 
price  of  Ti02  returns  to  the  high  le 
of  1990,  which  I  think  may  hapj 
NL  can  earn  S6  a  share. 

Since  Valhi  is  a  49%  owner  of  XL 
earnings  will  also  benefit.  Valhi,  a 
is  down  considerably  from  its  allt 
high  of  22.  In  a  strong  econo 
recover)-,  Valhi  should  be  able  to  t 
more  than  S3  per  share. 

nl's  retirement  trust  and  rek 
entities  in  turn  own  14.7%  of 
shares  of  Maxxam.  And  Maxxar 
controlled  by  Charles  Hurwitz,  \ 
owns  31.4%  of  Maxxam's  comm 
Maxxam  in  turn  owns  87%  of  Ka 
Aluminum.  Hurwitz's  reputatioi 
not  the  greatest.  Simmons  is  su 
him  for  self-dealing. 

Thus  a  big  fox  is  guarding  a  sms 
fox.  Nevertheless,  if  you  can  stom 
debt  and  dubious  reputations,  Ms 
am's  peak  cyclical  earning  power, 
ative  to  its  stock  price,  is  mind-b 
gling.  Maxxam  in  a  good  alumin 
market  can  earn  S35  per  share. 

Lots  of  debt,  questionable  repi 
tions  and  lack  of  current  earni 
sometimes  serve  up  great  opporti 
ties.  They  can  make  a  stock  ch 
enough  so  that  premature  accumi 
tion  shouldn't  be  too  painful. 
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hose  who  like  to  buy  on  bad  news, 
gn  stocks  look  interesting. 

ix  European 
:ocks  to  buy  now 


S.  SALOMON  JR. 

• 

WKktm 

mon  Jr.  is  chairman  and  chief  executive 
)n  Brothers  Asset 
lent  Inc.  and  portfolio  manager  of 
Brothers  Capital  Fund  Inc. 
assistant:  Caroline  Davenport. 


rlEN  the  news  is  bleak.  Hard  to 
but  wise,  this  bit  of  advice  is  apt 
ow  for  the  major  stock  markets 
ape. 

t  European  economies  are 
dy  one  or  two  years  behind  the 
a  terms  of  the  business  cycle. 

to  say  that  the  fundamentals 
•rible,  especially  in  Germany, 
terest  rates  have  yet  to  come 
significantly. 

i  not  recommending  a  whole- 
itch  from  U.S.  stocks  to  foreign 
Even  though  the  U.S.  market 
rich  by  traditional  valuation 
res,  investors  still  are  likely  to 
returns  of  8%  to  10%  here  over 
xt  few  years  as  earnings  im- 
Besides,  Europe  is  a  riskier 
nent  proposition.  I  do  not  ex- 
le  turnaround  there  to  begin 
the  second  half  of  1994  at  the 
:.  The  timing  and  the  rate  of 
:  in  interest  rates  are  difficult  to 
:  with  certainty, 
ertheless,  I  recommend  thatin- 
!  put  up  to  10%  of  their  portfo- 
iuropean  stocks.  The  valuation 
sc  markets  looks  reasonable 


both  in  absolute  terms  and  relative  to 
the  U.S.  Dividend  yields  are  50  to  150 
basis  points  higher  in  Europe.  With  a 
fundamental  turnaround  likely  to  oc- 
cur over  the  next  12  to  18  months, 
these  markets  look  cheap. 

Germany  deserves  special  mention, 
since  the  situation  there  is  unique. 
One  way  to  think  about  the  events  of 
the  past  few  years  is  that  West  Germa- 
ny essentially  completed  a  leveraged 
buyout  of  East  Germany,  but  the 
transfer  price  was  wrong:  West  Ger- 
man marks  should  not  have  been 
made  equal  to  the  East  German  cur- 
rency. As  a  result,  Germany  is  labor- 
ing under  the  burden  of  too  much 
debt,  and  the  subsidy  to  East  German 
consumers  has  raised  inflationary 
pressures.  For  now,  the  Bundesbank's 
ability  to  maneuver  is  restricted.  Over 
time,  I  expect  the  situation  in  Germa- 
ny to  improve  markedly. 

The  following  European  issues 
look  particularly  intriguing  at  current 
levels. 

Dresdner  (23),  among  the  top  ten 
banks  in  Europe,  exemplifies  the  Ger- 
man ''universal  bank"  with  both  retail 
and  wholesale  commercial  and  invest- 
ment banking  activities.  Its  principal 
banking  thrust  is  to  build  up  its  mar- 
ket share  in  the  new  federal  states  in 
the  former  East  Germany. 

L.M.  Ericsson  (44),  based  in  Swe- 
den, is  a  worldwide  supplier  of  tele- 
communications equipment.  Europe 
and  the  Americas  account  for  70%  of 
revenues,  but  the  company  also  has  a 
presence  in  China,  where  the  econo- 
my is  growing  faster  than  that  of  any 
other  major  country. 

Repsol  S.A.  (24)  is  a  Spanish  oil  and 
gas  exploration  and  production  com- 
pany that  also  produces  and  sells  pet- 
rochemicals and  distributes  gasoline 


and  butane.  The  Spanish  government 
owns  57%  of  the  company.  A  broad- 
based  expansion  program  will  up- 
grade Repsol's  ability  to  produce  a 
more  profitable  product  mix. 

Aegon  (44)  is  headquartered  in  the 
Netherlands  and  is  a  leading  interna- 
tional insurer.  The  company's  most 
important  markets  are  the  Nether- 
lands and  the  U.S.  Instead  of  ex- 
panding aggressively  across  Europe, 
Aegon  concentrates  on  niche  mar- 
kets, and  it  is  the  low-cost  producer  in 
most  of  the  markets  it  serves. 

Hanson  Pic.  ( 1 8 )  is  a  major  diversi- 
fied firm  in  the  U.K.  with  principal 
businesses  in  coal  and  gold  mining, 
tobacco,  specialty  chemical  and  build- 
ing material  products.  A  restructuring 
program  has  significandy  improved 
the  profitability  of  core  operations. 

U.K-based  Cable  &  Wireless  (35) 
is  a  global  telecommunications  hold- 
ing company.  It  owns  58%  of  Hong 
Kong  Telecom  and  100%  of  Mercury 
Communications,  which  together 
contribute  half  of  earnings. 

Investing  in  foreign  stocks  can,  of 
course,  involve  currency  risks.  I  ex- 
pect that  the  U.S.  dollar  will  strength- 
en relative  to  European  currencies. 
While  this  does  introduce  an  added 
element  of  risk,  it  is  less  troublesome 
for  the  owners  of  stocks  than  bonds.  If 
the  dollar  is  strong  against  European 
currencies,  then  the  translation  loss  to 
a  stockholder  will  be  more  than  offset 
by  the  fundamental  improvement  in 
the  company.  Typically,  European 
firms  depend  to  a  more  significant 
degree  on  foreign  trade  than  do  U.S. 
companies,  and  therefore  a  weak  local 
currency  will  help  spur  a  turnaround 
in  the  basic  business.  Bondholders,  by 
contrast,  do  not  have  any  offset  to  the 
translation  loss  in  their  portfolios.  BH 
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IS  THE  MARKET 
"TOO  HIGH"? 


Is  the  stock  market  now 
headed  tor  sizable  gains, 
or  lor  another  "free  fall"7 

Before  you  make  any  de- 
cisions to  unload  slocks,  or 
to  buy  more,  or  to  stand 
pat,  I  urge  you  to  check  at 
once  the  current  status  of 
my  key  market  indicators 
MARTIN  ZWEIG  ..which  I've  spent  more 
than  30  years  developing 

These  are  the  indicators  that  enabled  The 
Zweig  Forecast  to  show  a  50  4%  gam  for  the 
"crash  year  "  of  1987,  with  a  9%  portfolio  gain  on 
Black  Monday  itself  and  that  made  possible 
the  Forecast's  huge  638 ,5%  gains-with  not 
even  one  down  year-over  the  1 2 1  v  years 
(through  12/92)  since  Hulbert  began  monitoring 
advisory  services.  (Past  results  are  no  guaran- 


tee of  future  performance.) 

Let  me  rush  you,  as  a  bonus,  the  very  latest 
issue  of  The  Zweig  Forecast  showing  you  exactly 
what  my  key  indicators  are 
saying  now.  Plus  the  un- 
listed number  of  my  tele- 
phone hotline  which  up- 
dates my  indicator  readings 
at  least  three  times  a  week 
Plus  a  gift  copy  of  my  book, 
"Winning  on  Wall  Street" 
($20  retail).  Act  today.  Pro 
rata  money-back  guaran- 
tee, of  course 

Three-Month  Trial  $55. 
One  Year  $265.  Visa/MC. 
1-800-535-9649  Ext.  9061 

THE  ZWEIG  FORECAST 

PO.  Box  2900,  Wantagh,  NY  11793-0926 
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BUSINESS  OPPORTUNITIES   ■      BUSINESS  OPPORTUNITIES 


SOVEFIONE  BILLION  S 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Call/Write  for  FREE  KIT: 
P.O.  Box  464-FB 
Wilmington,  DE  19899 

800-321 -CORP  •  302-652-6532 
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Receive  Value  Line 
for  only  $55 


An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  mos 
recent  Ratings  and  Reports  on  1 700  stocks  and  the  practical  guide  How  i 
Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocl 
each  week  for  10  weeks  for  St*6c$55  Available  only  once  every  three  years 
any  household.  SPECIAL  BONUS:   "With  your  subscription  you  also  wil 
receive  a  copy  of  WALL  STREET  WORDS,  an  accessible  dictionary  of  ove 
3,500  terms  (retail  price  $8.95).  In  addition  to  clear  definitions,  this 
convenient  guide  features  special  explanations,  helpful  hints,  and  case 
histories  on  87  topics  of  special  interest,  contributed  by  32  Industry 
professionals — plus  48  case-example  paragraphs  by  the  author."  (Availab 
while  supplies  last.)  Your  subscription  to  Value  Line  may  be  tax-deductibl 
Consult  your  tax  advisor.  Send  check  or  money  order  along  with  name, 
address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept.  616D02)  American  Express,  MasterCard  or  Visa.  24  hours  a  day, 
7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  tor  delivery. 
NY  residents  add  sales  tax  Foreign  rates  upon  request. 

The  Value  Line  Investment  Survey4 

71 1  3rd  Avenue 
NY,  NY  10017-4064 
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WE  BUY  DIAMONDS! 

Call  or  fax  GIA  info 

for  cash  offer. 
-  Any  quantity!  - 

HOUSE  OF  ONYX 

1  Main  St.,  Greenville,  KY  42345 
l-800-844-3100or  FAX  502  +  338-9605 


FORBES  BINDERS 


CASE 


SAVE  YOUR  COPIES  OF  FORBES 

These  custom-made  cases 
and  binders  protect  your 
valuable  copies  trom  dam- 
age They  hold  about  half  a 
year's  issues  Made  from  re- 
inforced board  covered  with 
leather-like  material  in 
red  Title  is  hot-stamped 
in  gold  Binders  have 
special  spring  mechanism 
to  hold  snap-in  rods.  BINDER 
Cases:  1-S7.95    3-S21  95  6-S39.95 
Binders  1  $9  95   3-S27  95    6-$52  95 
ORDER  FROM  Jesse  Jones  Industries.  Depi  FB 
499  East  Erie  Ave..  Phila..  PA  19134  Enclose 
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unit  for  P&H  Outside  USA  $2  50  per  unit  (U  S  tunds 
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University  Degrees 

Home  study  Associate,  Bachelor, 
MBA  degrees.  Paralegal,  Finance, 
Marketing,    Management,  Hearth 
Care  Administration,  International 
Business,  Human  Resources. 
Call  (800)  477-2254 
Southern  California  University 
202  Fashion-F,  Tustin  CA  92680 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 
For  Work,  Life  and  Academic 
Eipenence  •  No  Classroom 
Attendance  Required 
1-800-423-3244 
FAX  (310)  471-6456 
or  tend  detailed  resume 
lor  Free  Evaluation 

Pacific  Western  University 
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A  substantial  publicly  traded 

company  on  NASDAQ 
interested  in  "Joint  Venture  - 
Medical  Field"  with  Senior 
Executives/Director  of  major 
corporation,  minimum  3  year 
successful  track  record. 
To  develop  a  company 
of  their  own  and  eventually 
take  public. 

Write  to  P.O.  Box  C 
c/o  Chairman  of  the  Board 
Private  and  Confidential 
Forbes  Magazine 
60  Fifth  Ave.,  NY.  NY  10001 
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FREE 
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of  business  books  for  sale 
by  the  U.S.  Government! 
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company  on  NASDAQ 
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with  a  small  company  with  a 
minimum  of  3  year  track 

record  of  $200,000  profit  to 
develop  and  take  public. 
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c/o  Chairman  of  the  Board 
Private  and  Confidential 
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60  Fifth  Ave.,  NY,  NY  10001 
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Inflation  plays 

Michael  Cosgrove  runs  Econo- 
clast,  Inc.,  a  Dallas-based  research 
service  subscribed  to  by  such  institu- 
tional investors  as  Fidelity  Invest- 
ments and  John  Hancock.  The  com- 
pany is  aptly  named.  Whereas  most 
economists  think  rapid  growth  causes 
inflation,  Cosgrove  argues  that  the 
time  to  worry  about  inflation  (and 
rising  interest  rates)  is  when  there  is 
economic  weakness,  as  today.  His 
thesis:  that  during  slack  times  produc- 
tion of  goods  and  services  declines,  so 
that  when  aggregate  demand  does 
start  to  grow,  bottlenecks  soon  ap- 
pear and- prices  jump. 

To  substantiate  his  thesis,  Cos- 
grove  looked  at  data  from  the  Inter- 
national Monetary  Fund.  He  found 
that  between  1960  and  1992  there 
was  no  correlation  between  the  per- 
centage change  in  the  CPI  and  the 
percentage  change  in  real  GDP  in  the 
U.S.  In  fact,  the  correlation  was 
negative. 

Looking  ahead,  Cosgrove  expects 
interest  rates,  both  long  and  short,  to 
rise  over  the  next  18  months.  So  his 
advice  is  to  avoid  interest-sensitive 
sectors  like  banking  and  insurance. 

To  make  inflation  pay,  Cosgrove 
thinks  investors  should  buy  commod- 
ity producers  in  such  groups  as  alumi- 
num, copper,  oil,  gas,  drilling,  chemi- 
cals, silver,  gold  and  machinery. 
Among  his  recommendations  are 
these  NYSE-listed  companies:  Sun- 
shine Mining  (3%),  Alcoa  (70%), 
Freeport  McMoRan  (I8V2),  Home- 
stake  Mining  (20V8),  Hewlett-Pack- 
ard (79%),  TRW  (62Vs)  and  Thermo 
Electron  (58x/8). 

Cosgrove  also  favors  U.S.  compa- 
nies well  positioned  to  enjoy  robust 
earnings  growth  overseas.  These  in- 
clude Rohm  &  Haas  (537/s),  Scott 
Paper  (32),  Gillette  (55)  and  o-t-c- 
listed  Apple  Computer  (38). 

-Jody  Brhnnan 

Shoney's  shines 

Nashville-based  Shoney's,  Inc.  (es- 
timated sales,  $1.1  billion)  operates 
around  1,830  restaurants  in  the  U.S. 
and  Canada.  About  40%  are  company 
owned;  the  rest  are  franchised.  Its 
three  main  chains  are  Shoney's,  Cap- 
tain D's  and  Lee's  Famous  Recipe 
Chicken. 


Last  fall  Shoney's  settled  a  class 
action  race  discrimination  suit.  The 
settlement  calls  for  $  1 05  million  to  be 
made  available  between  1993  and 
1997  to  pay  potential  claims.  Plus  the 
company  will  pay  $26  million  of 
plaintiff  legal  expenses  and  $4  million 
in  associated  payroll  taxes  and  admin 
istrative  costs. 

The  result  of  the  settlement  was  a  • 


A  Shoney's  restaurant 

After  the  settlement,  growth? 


one-time,  $77  million  net  charge 
against  earnings.  For  the  fiscal  year 
ended  last  Oct.  25,  Shoney's  reported 
a  loss  of  65  cents  a  share.  Shoney's 
stock  has  since  bounced  between  16 
and  25.  Recent  New  York  Stock  Ex- 
change price:  19Vi. 

Analyst  Donald  Zwyer  of  Salomon 
Brothers  is  bullish  at  these  levels.  He 
notes  that  the  company's  balance 
sheet,  which  in  1988  was  leveraged  up 
in  a  recapitalization,  has  improved 
dramatically,  thanks  to  strong  cash 
flow.  As  of  May,  total  debt,  includ- 
ing capitalized  leases,  had  been  cut 
by  more  than  $250  million,  to  $518 
million.  And  it  will  continue  to  de- 
cline; scheduled  payments  over  the 
next  three  years  will  amount  to  $241 
million. 

Meanwhile,  Shoney's  has  in- 
creased its  remodeling  budget,  from 
just  $6.6  million  last  year  to  an 
annual  $15  million  in  1993  and 
1994.  Historically,  its  remodeled 
restaurants  have  enjoyed  higher 
same-store  sales  growth. 

Zwyer  expects  Shoney's  to  earn 
$1.30  a  share  in  the  current  fiscal 
year  and  $1.60  the  following  year. 
So  the  stock  sells  for  a  reasonable  12 
times  estimated  earnings  for  fiscal 
1994,    beginning    in    just  three 


months.  He  thinks  it  will  hit  24  c: 
the  next  12  months.  There  are  3 
million  shares  outstanding. 

Downgrade  for  Tribune 

On  July  6  Chicago's  Tribune  ! 
announced  two  acquisition 
Compton's  Multimedia  Publish 
Group,  for  $57  million  in  cash,  i 
Contemporary  Hooks,  for  $40  i 
lion  in  cash  and  stock.  Analyst  Kt 
Gruneich  of  First  Boston  thinks  b 
deals  make  sense.  Earnings  diluti 
he  savs,  will  be  nominal  both  this  \ 
and  in  1994. 

All  the  same,  Gruneich  has  cut 

1993  per-share  earnings  estin 
from  $2.65  to  $2.55  and  reduced 

1994  projection    from  $3.10 
$2.95.  And  he's  bumped  Trib 
stock — recent  NYSE  price  of  497/ 
from  a  buy  to  a  hold. 

Why  the  downgrade  for  $1.9 
lion  (estimated  1993  sales)  Tribu 
which  earlier  this  year  Grime 
thought  had  the  best  chance  ol 
the  newspaper  stocks  to  surp 
pleasantly?   Gruneich   replies  t 
while  the  natural  operating  lever 
inherent  in  Tribune's  broadcast 
business  has  performed  as  antici] 
ed,  even  surprised  of  late,  he's 
sure  its  revenue  growth  in  rec 
months  is  sustainable.  Also,  v 
newsprint    prices  softening, 
swing  into  profitability  will  be 
laved  at  newsprint  producer  QL 
Corp.,  49%  owned  by  Tribune. 

Finally,  Gruneich  worries  that 
hard  to  get  a  good  fix  on  advertis 
linage  throughout  Tribune's  new? 
per  group,  and  that  circulation  is 
soft  at  the  Chicago  Tribune,  the  cc 
pany's  flagship. 

Given  Gruneich's  earnings  adji 
ments,  Tribune  stock  now  trades 
higher  P/E  than  Gannett  and  '. 
Enterprises,  on  which  he  has  buys. 
P/E  is  also  higher  than  Knight-I 
der's  and  Washington  Post's,  wh 
he  rates  holds  as  well.  And  its  mult: 
based  on  operating  cash  flow  is  hig 
than  all  other  newspaper  compani 
excluding  soon- to- be -acquired  Afj 
ated  Publications. 

Long  term,  Gruneich  thinks  1 
again  be  recommending  the  purch 
of  Tribune.  But  for  now  he  thi 
investors  should  wait  to  buy  die  sti 
on  w  eakness. 
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[Terence  of  opinion 

KILD  Corp.,  the  $470  million 
ated  fiscal  1993  sales)  con- 
rate,  is  struggling  because  of 
ess  in  its  aerospace  fastener 
ss,  over  half  of  its  revenues.  The 
illy,  Va. -based  company  is  now 
y  cutting  back  that  division, 
'airchild's  13  million  Big  Board 
have  dropped  from  a  1992  high 
to  a  recent  3%. 

how  come  the  various  junk 
issued  by  Fairchild  and  its  affili- 
total  face  value,  $443  million — 
II  rallied  about  ten  points  apiece 
he  last  year,  to  prices  near  or 
par?  After  all,  the  annual  inter- 
pense  on  the  bonds  exceeds 
ild's  cash  flow. 

mon  Brothers  analyst  O.  Ike  Mi- 
Jr.  says  the  bond  market  is  right 
Fairchild,  and  the  stock  market 
.  He  thinks  die  bonds  issued  by 
ild  and  one  of  its  affiliates,  rhi 
lgs,  will  trade  even  higher  over 
ict  few  months.  He  also  expects  a 

Fairchild's  stock, 
haels  thinks  that  in  the  coming 
is  Fairchild,  with  help  from 
rp,  its  banker,  will  sell  off  some 
assets  to  cut  debt.  (Citicorp  is 
ted  from  trading  in  Fairchild.) 
nstance,  Fairchild  could  sell 

in  one  of  its  stronger  opera- 
like communications.  This  $58 
i  (estimated  1992  sales)  divi- 
rovides  discount  telecommuni- 
s  services  to  businesses, 
gh  the  first  nine  months  of 
1993,  it  accounted  for  39%  of 
ing  profits,  on  just  14%  of  sales, 
ough  its  rhi  subsidiary,  Fairchild 
vns  large  equity  interests  in  two 

companies:  Banner  Aerospace 
nd  Rexnord  Corp.  At  recent 

its  8.5  million  Banner  shares 

market  value  of  $39  million;  its 
illion  Rexnord  shares  are  worth 
million.  And  while  Fairchild  has 
30.5  million  in  cash,  it  could  tap 
r  owned  Fairchild  Industries  for 
:r  $45  million. 

haels  says  Fairchild  needs  to  cut 
3t  by  only  $25  million  to  get 
>t  expense  back  below  cash 
i  his,  he  says,  could  soon  boost 
ice  of  Fairchild's  $117  million 
i  subordinated  bonds  from  96 
,  or  higher.  Michaels  looks  for 
itock  to  rise  above  5  by 
-Riva  Atlas  mi 
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C     O     N     N     E     C     T     I     0  N 


The  Catalog  Connection  is  back  in  FORBES  FYI!  This  colorful  advertis- 
ing section  is  a  favorite  of  FORBES'  affluent  mail-order  enthusiasts. 

Whether  your  catalog  offers  the  latest  fashions,  sound  systems, 
sporting  equipment,  gourmet  foods  etc.,  make  sure  it's  seen  by 
FORBES  FYI  readers  —  in  the  Catalog  Connection.  They're  affluent 
and  ready  to  buy. 


To  showcase  your  catalog  in  the  Catalog  Connection, 
call  Linda  Loren:  212-620-2440  or  Fax:  212-620-2472. 


FYI  Date:  September  27,  1993 
Closing  Dale:  July  30,  1993 


Imagine  being  born  with  spina  bifida  and  having  10  operations  by  the  time  you're 
10  years  old.  It's  enough  to  make  anyone  forget  what  it's  like  to  be  a  kid.  That's  why  Easter 
Seal  camp  was  the  perfect  thing  for  Jimmy.  It  gave  him  the  opportunity  to  do  all  the 
things  that  the  average  kid  takes  for  granted.  And  according  to  Jimmy,  who's 
now  27,  it  was  the  chance  of  a  lifetime.  That's  the  kind  of  chance  Easter 
Seal  quality  rehabilitation  programs  give  people  with  disabilities  every 
day.  So  give  to  Easter  Seals,  give  the  power  to  become.  U« 


IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELA] 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
5y  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 
people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


)at.  ir 

 * 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO  ...        .  •  .. 

EXTRA  COST.  "  ' 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  fligl 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operate 
by  Forbes  Magazine.  For 
more  information  write  t< 
Errol  Ryland,  Manager,  41 
Box  149,  Fort  Garland,  CC 
81133,  or  call  1-800-FORBES 
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nore  things  change  . . ." 
ears  ago  in  Forbes 

the  issue  of  August  4,  1923) 
oks  as  if  the  stock  market  may 
ouched  bottom  following  the 
)ig  Stock  Exchange  failures, 
Wall  Street  was  seething  with  all 
)f  sensational  rumors  concern- 
pending  crashes.  The  low  point 
!uly  5.  Dullness  followed.  Since 
lere  has  been  absence  of  selling 
re,  and  whenever  the  bears  have 
o  buy  back  stocks  they  had  sold 
quotations  have  been  forced 
ds." 

e  temper  of  our  farmers  does 
lprove  through  betterment  in 
Itural  conditions  within  the 
welve  months,  President  Har- 
lay  conclude  that  to  seek  reelec- 
ould  be  useless.  The  election, 
Dverwhelming  vote,  of  Magnus 
3n  as  Senator  from  Minnesota 
e  Farmer-Labor  platform  re- 
iow  grievously  dissatisfied  our 
s  are  with  their  present  lot." 


imber  of  [South  American]  falls 
s  of  developing  6,000  to  50,000 
ower  is  extraordinary;  the  num- 
ess  than  6,000  hp  is  incalculable. 


ears  ago 

the  issue  of  August  1,  1933) 
exporters  are  frankly  confused 
velopments  since  the  dollar 
1  on  its  downward  slide  in  April, 
business  has  increased,  but  not 
:h  as  many  had  expected.  For- 
tiporters  are  buying  only  on  a 
o-mouth  basis;  they  shy  away 
contracts  for  deliveries  over  a 
eriod  of  time;  and  most  of  them 
to  stock  an  inventory  large 
h  to  allow  prompt  delivery.  .  .  ." 


"The  latest  theatre  idea,"  read  the  1933  caption  of  this  picture,  "is  this  drive-in 
moving  picture  show,  one  of  which  opened  in  Camden,  N.J.  in  July." 


"Fascism — dictation,  regimenta- 
tion— won't  fit  America  and  Ameri- 
cans. We  simply  are  not  built  that  way. 
We  are  not  a  lot  of  'dumb,  driven 
cattle.'  Prohibition  was  supposed  to 
stop  all  drinking,  wasn't  it?  Did  it? 
Dictatorship  will  work  not  more 
effectively." 


50 


years  ago 


(From  the  issue  of  August  1,  1943) 
"So  far  the  war  has  produced  no 
widespread  epidemics,  such  as  the  flu 
epidemic  during  World  War  I.  But 
wartime  dislocations,  worry,  excite- 
ment, long  hours  and  hard  work  are 
responsible  for  a  sharp  rise  in  occupa- 
tional ailments,  heart  conditions,  tu- 
berculosis and  pneumonia.  Vitamin 
deficiencies  alone  present  a  big 
problem." 

"Henry  Kaiser,  the  one-a-day  ship- 
building wizard,  is  going  to  launch  his 
energies  into  the  automobile  busi- 
ness. He  plans  a  $400  postwar  car,  to 
be  sold  at  every  gas  station  in  the 
country.  They'll  sell  for  cash,  thus 
eliminating  finance  charges." 

25  years  ago 

(From  the  issue  of  August  1,  1968) 
"It  doesn't  happen  very  often,  but  it 
did  last  year:  Mighty  E.I.  du  Pont  de 
Nemours,  dean  among  U.S.  growth 
companies,  reported  lower  sales  than 
the  year  before,  its  first  year-to-year 
drop  since  1958.  .  .  .  Essentially,  du 
Pont  has  suffered  during  the  past  few 
years  from  two  things.  One  is  overca- 
pacity in  fast-growing  synthetic  fibers 


where  it  is  the  largest  producer.  The 
other  is  the  increasing  sophistication 
of  its  competitors.  .  .  ." 

"Inland  Steel's  current  status  is  a 
measure  of  how  far  the  steel  industry 
has  fallen  from  favor.  Once  regarded 
as  the  growth  company  of  the  steel 
industry,  Inland  today  sells  at  barely 
nine  times  its  average  earnings  for  the 
past  five  years,  at  only  five  times  last 
year's  cash  flow.  .  .  ." 

10  years  ago 

(From  the  issue  of  August  1,  1983) 
"Mr.  and  Mrs.  America  typically 
carry  six  credit  cards  in  their  wallets, 
says  Spencer  Nilson  of  Los  Angeles, 
publisher  of  a  newsletter  for  credit 
card  executives.  But  some  kinds  of 
plastic  money  aren't  as  popular  as 
formerlv.  Bank  cards  dropped  from 
120  million  in  1979  to  103  million 
last  year,  Nilson  reports,  and  will  slip 
below  90  million  by  1990.  Each 
American  carried  an  average  of  2.5 
such  cards  in  1979,  now  has  1.5." 

"Real  growth  in  GNP  will  approach 
5%  during  the  first  half  and  possibly 
top  6%  during  the  second  quarter. 
That  pace  will  accelerate  as  the  year 
wears  on.  The  recovery  is  so  strong 
because  the  recession  was  unusually 
severe.  Taming  inflation  took  a  heavy 
toll  on  workers,  consumers  and  busi- 
ness. But  lots  of  good  news  is  now 
resulting  from  that.  Inventory  liqui- 
dation was  sharper  in  1982  and  early 
1983  than  ever  before,  and  the  [re- 
sulting] rebuilding  is  brisk."  ■ 
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The  Vietnam  War  Memori- 
al is  as  impressive  in  its 
starkness  as  the  stark 
reality  of  death  was  for 
those  whose  names  it  holds. 
With  rare  exception,  facing 
death's  not  easy.  A  war 
for  a  cause  that  unites  a 
nation  in  a  fight  essential 
for  its  survival  and 
principles  is  one  thing.  .  .  . 
But  to  fight  and  die  in  a 
"police  action"  that  rent  the 
home  front,  when  hundreds 
of  one's  peers  were 
applauded  for  fleeing  the 
country .  .  .  that's  another 
matter.  It's  long  past  time 
that  those  who  lived  through 
it,  as  well  as  those  who 
died  in  it,  get  the  deep 
though  belated  thanks  of 
their  countrymen  and  the 
caring  they  merit. 

-Malcolm  Forbes 


A  Text... 

O  Lord,  how  manifold 
are  thy  works!  in 
wisdom  hast  thou  made 
them  all:  the  earth 
is  full  of  thy  riches. 
Psalms  104:24 


Sent  in  by  John  Giba,  Tequesta, 
Fla.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


It  is  later  than  you  think. 

-Sundial  inscription 

If  time  were  the  wicked 
sheriff  in  a  horse  opera, 
Fd  pay  for  riding  lessons 
and  take  his  gun  away. 
-W.H.  Auden 

Time  is  a  dressmaker 
specializing  in  alterations. 
-Faith  Baldwin 

It  is  familiarity  with 
life  that  makes  time  speed 
quickly.  When  every  day  is 
a  step  in  the  unknown, 
as  for  children,  the  days 
are  long  with  gathering 
of  experience. 
-George  Gissing 

To  ever}'  thing  there  is  a 
season,  and  a  time  to  e 
purpose  under  the  heaven. 
-Ecclesiastes  3:1 


Dost  thou  love  life,  then 
do  not  squander  time,  for 
that's  the  stuff  life 
is  made  of. 
-Benjamin  Franklin 

Time  wounds  all  heels. 

-Jane  Ace 

Life  is  too  short,  and  the 
time  we  waste  in  yawning 
can  never  be  regained. 

-Stendhal 

Time  is  a  tile  that  wears 
and  makes  no  noise. 

-English  proverb 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $59.50  ($23.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $23.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  IA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


Among  the  millions  of  nerve 
cells  that  clothe  parts  of 
the  brain  there  runs  a 
thread  of  time,  the  thread 
that  has  run  through  each 
succeeding  wakeful  hour  of 
the  individual's  past  life. 
-Dr.  Wilder  G.  Peneield 

God  Himself  chasteneth  not 
with  a  rod  but  with  time. 

-Bai.tasar  Gracian 

Every  day  has  been  so  short, 
ever)'  hour  so  fleeting,  every 
minute  so  filled  with  the 
life  I  love,  that  time  for 
me  has  fled  on  too  swift 
a  wing. 
-Aga  Khan  III 

Time  is  a  storm  in  which 
we  are  all  lost. 

-William  Carlos  Williams 

Many  of  us  spend  half 
our  time  wishing  for 
things  we  could  have 
if  we  didn't  spend  half 
our  time  wishing. 
-Alexander  Woollcott 

Time  brings  all  things  to  pass. 

-Aeschylus 

The  trouble  with  life  is 
that  there  are  so 
many  beautiful  women — 
and  so  little  time. 

-John  Barrymore 

Killing  time  is  the  chief 
end  of  our  society. 
-Ugo  Betti 

Years  following  years  steal 
something  even'  day; 

At  last  they  steal  us  from 
ourselves  away. 

-Alexander  Pope 

Time,  which  changes  people, 
does  not  alter  the  image  we 
have  retained  of  them. 

-Marcel  Proust 
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Mutual  Fund  Investors, 
This  Is  Simply  A  Better 
Way  To  Invest." 


—Charles  Schwab,  Chairman 


Introducing  one  source  for 
10-load,  no-transaction-fee  mutual  funds. 


Our  new  Mutual  Fund 
JneSource™  service  just  may 
e  the  best  thing  that's  ever 
appened  for  mutual  fund  in- 


/^\  Mutual/*^  Fund  n 

OneSource 


INVESCO,  Twentieth  Century, 
Janus,  Dreyfus,  Benham,  Strong, 
Neuberger  &  Berman,  SteinRoe 
and  others.  And,  no  matter 


estors.  Now,  with  just  one  phone  call,  you  can  how  many  funds  you  own,  you'll  receive  a  single, 

hoose  from  200  well-known  mutual  funds  with  easy-to-understand  statement, 
roven  track  records  and  pay  no  loads  and  no        To  find  out  more  about  Schwab's  Mutual  Fund 

"ansaction  fees.  OneSource,™  stop  by  one  of  our  190  local  offices 

You  can  choose  from  fund  companies  like  or  call  us  today  at  1-800-2  NO-LOAD  ext.  06. 


Charles  Schwab 

Helping  Investors  Help  Themselves ' 


e  will  provide  you  with  a  free  prospectus  for  any  fund  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing. 

ailable  funds  may  change,  some  funds  may  charge  12b- 1  fees  in  excess  of  0  25%  Transaction  fees  may  apply  if  you  make  5  or  more  short-term  redemptions 
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When  you're  driving  a  V8-powered  540i  and 
a  threatening  situation  confronts  you,  several 
systems  work  in  concert  to  help  you  steer  clear. 

First  the  engine.  With  higher  horsepower  and 
torque  than  virtually  all  of  its  competitors,  this  4.0 
liter  V8  gives  you  the  responsiveness  you  need  to 
get  out  of  harm's  way. 
Developed  for  our 
large  7-Series  cars, 
it's  a  super  power 
plant  that  moves 


the  5-Series  chassis  0-60  in  a  6.7  second  t 
Second  is  an  array  of  technologies  that  acti 
make  you  feel  at  one  with  the  car  and  the  en\, 
ment.  Such  as  a  four-wheel  independent  si 
pension.  Engine-speed  sensitive  power  stee 
And  weight  distribution  that's  near  the  ideal  5C 

balance,  for 
footed  cornerir 
Next  come 
50  active  and 
sive  safety  feat 


"See  your  dealer  for  details  on  these  limited  warranties.  "Services  provided  by  Cross  Country  Motor  Club.  Inc..  Boston.  Mass.  021 55  except  in  California,  where  services  are  provided  by  C 


AING  VEHICLE  HAS  JUMPED 
OOSE  YOUR  LUXURY  CAR. 


ing  automatic  front  seat  belt  tensioners, 
g  technology,  even  a  design  that  already 
>the  1997  federal  side- impact  regulations 

course,  all  this  is  not  to  the  exclusion  of 
>rt.  Aboard  the  540i  you  can  treat  yourself 

finest  in  leather,  wood  and  audiophiie 
i.  There's  even  separate  air  conditioning 
u  and  your  passenger. 
Bally,  the  540i  comes  with  a  4-year/50,000 
lumper-to-bumper  warranty*  24-hour  road 
issistance,**  and  a  customer  care  program 

tor  Club  of  California.  Inc..  [Boston.  Mass  Benefits  may  vary  to  conform  with  the  laws  of  your  state.  ©  1993  BMW  of  North  America.  Inc.  The  BMW  trademark  and  logo  are  registered. 


as  responsive  as  our  cars. 

Call  1-800-334-4BMW  to  arrange  a  test  drive 
of  the  new  540i,  530i  or  530i  Touring. 


THE  ULTIMATE  DRIVING  MACHINE. 


Forbes 


AUGUST  16,  1993  VOLUME  152  NUMBER  4 


Elf  Sanofi: 
How  much  of  State-controlled 
that  foreign  fashion. 


Nasdaq  is  terrific  for  the  brokers. 
But  for  the  little  guy  or  gal? 
■Ill  II  III  74 


ON  THE  COUER 


Fun  And  Games  On  Nasdaq  74 

By  Gretchen  Morgenson 

Nasdaq  now  trades  almost  as  many 
shares  as  the  Big  Board.  Is  it  because 
it's  so  efficient?  Or  because  it  enriches 
the  brokers? 

Kodak's  Partner  60 

By  Rita  Koselka 

Elf  Sanofi,  the  French  firm  teaming 
up  with  Kodak  in  pharmaceuticals, 
has  shown  that  even  state-controlled 
companies  can  flourish. 

The  $300  Million  Litigator  84 

By  Jody  Brennan 

By  working  his  close  ties  to  labor 
unions,  Peter  Angelos  has  helped  over 
10,000  clients  file  asbestos  suits. 

Personnel  Software  104 

By  Suzanne  Oliver 

Aspen  Tree  Software  reduces  the 
tricky  art  of  screening  job  applicants 
to  something  a  personal  computer 
can  understand. 

The  $50,000  Movie  Posters  116 

By  Christie  Brown 

In  case  you  missed  a  chance  to  get 
burned  investing  in  baseball  cards. 


MANAGEMENT/CORPORATE  STRATEGIES 


Autos:  Everyday  Higher  Prices  42 

By  Jerry  Flint 

Say  farewell  to  Detroit's  fat  rebates, 
and  to  its  skimpy  profitability. 


Payless  Cashways  43 

By  Christopher  Palmeri 

David  Stanley  had  a  choice:  tackle 
giant  Home  Depot  head-on,  or  try  to 
outmaneuver  it. 

Geridian  Corp.  45 

By  Jerry  Flint 

The  old  Control  Data's  chief  execu- 
tive is  determined  to  make  the  most  of 
what  he  has. 

Miami  Beach  Bubble  50 

By  Kate  Bohner 

Miami's  South  Beach  area  is  very  hot, 
but  whose  judgment  would  you  trust: 
Gloria  Estefan's  or  David  Geffen's? 

Numbers  Game; 

The  DiMaggio  Debacle  64 

By  Roula  Khalaf 

Would  you  pay  $390  for  a  baseball 
signed  by  Joe  DiMaggio?  You  have 
company,  and  therein  lies  a  blot  on 
Score  Board  Inc.'s  balance  sheet. 

Up  &  Comers: 

Artisoft  67 

By  William  P.  Barrett 

Jack  Schoof  was  a  bright  young  com- 
puter entrepreneur,  but  what  he  really 
needed  was  an  airtight  nuptial  agree- 
ment with  his  former  wife. 

CMS  Energy  Corp.  70 

By  James  R.  Norman 

Bill  McCormick  tried  to  pull  a  fast 
one  on  Michigan's  utility  regulators. 
Then  the  regulators  found  out. 


Sara  Lee  Corp. 

By  Gary  Slutsker 

The  panty  hose  crisis. 

Network  Syndication 

By  Lisa  Gubernick  and  Sharon  Moshavi 
Now  that  the  nets  can  sell  their  a 
programs,  will  they  avoid  the  co: 
mistakes  of  the  studios? 

Kia  Motors  Corp. 

By  Damon  Darlin 

Is  the  U.S.  market  ready  for  anotl 
Korean  import? 
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Food  Mischief 

By  Peter  Fuhrman 

Were  he  writing  his  dark  satires  tod 
Evelyn  Waugh  would  have  a  ball  w 
the  U.S.'  food  aid  to  Russia. 

Mutual  Distrust 

By  Richard  C.  Morais 

Germany's  sleepy  financial  retail  m 
ket  is  getting  a  goose  from  the  likes 
Templeton  and  Fidelity. 

Up  &  Comers: 
Varitronix  International 

By  Andrew  Tanzer 

How  two  Ph.D.  engineers  fr( 
Hong  Kong  made  a  killing  in  liqi 
crystal  displays. 

Ares-Serono  Group 

By  Nina  Munk 

Women  will  pay  as  much  as  $1 ,40* 
month  for  this  Swiss  firm's  ovular] 
hormone.  No  surprise  that  the  fell 
who  runs  it  is  a  billionaire. 


4 


Forbes  ■  August  16,  L| 


&  INVESTING 


Ends:  Clones 

ieth  Graver 

in  a  fund  name?  Nothing 
-which  means  you  should  nev- 

a  fund  just  because  its  label 
Is  you  of  another  fund. 

inds;  Not  For  Pikers  128 

ieth  Graver 

luch  money  pouring  in  can 
'  a  small -company  fund.  Regis 
small  Company  Fund's  solu- 
$100,000  minimum. 


Please  Deposit 
No  Gents 

By  Sharon  Moshavi 

From  Europe,  here  come  telephone 
debit  cards — the  latest  way  for  com- 
panies to  market  their  image. 


SCIENCE  &  TECHNOLOGY 


110 


An  Apple  For  The  Computer 

By  Michael  Gianturco 

A  good  way  to  lick  illiteracy:  talking 
chips. 


>rbes  Index 
>rbes/Barra 
treet  Review 
Markets  Review 


38 

123 
124 


112 


walker  138 

International;  semiconductor 
;  Pulitzer  Publishing;  Imcera 


ID  ISSUES 


e  Docket: 

nd  Suffering  86 

Frum 

consumers  be  happier  if  they 
't  collect  for  it?  Two  Brookings 
s  make  the  case. 


ITERS/COMMUNICATIONS 


108 


g  Games 

d  A.  Shaffer 

>  Nintendo  and  Sega,  who's 
to  make  money  on  digital 
'are? 


PERSONAL  AFFAIRS 


Staying  Healthy: 
Too  Young  To  Diet 

By  Katarzyna  Wandycz 

Should  you  let  your  doctor  test  your 
child  or  grandchild  for  cholesterol? 
That  depends  mainly  on  you. 

A  Week  In  Provence  114 

By  Richard  C.  Morais 

There's  only  one  way  to  enjoy  the 
overrun  South  of  France  these  days. 
Ignore  the  guidebook  stars  and  fol- 
low your  nose. 

Careers:  Religious  Experience  118 

By  Brigid  McMenamin 

John  Osher  might  have  gone  to  busi- 
ness school.  Instead  he  joined  a  reli- 
gious community.  Which  helps  ex- 
plain why  he's  a  successful  toy  compa- 
ny executive. 


1  FACES  BEHIND  THE  FIGURES 

Austin  Furst  Jr. 

120 

Inovision  Corp. 

Donald  Trauscht 

120 

Borg-Warner  Security 

COLUMNISTS 

Observations 

57 

Thomas  Sowel! 

Capital  Markets 

131 

Ben  Weberman 

The  Contrarian 

132 

David  Dreman 

Wall  Street  Irregular 

134 

Mark  Hulbert 

Foreign  Exchange 

135 

Andrew  J.  Krieger 

MM  I 

Side  Lines 

10 

Follow-Through 

12 

The  Informer 

18 

Readers  Say 

20 

Fact  and  Comment 

25 

Other  Comments 

30 

Commentary 

35 

What's  Ahead  For  Business 

37 

Flashbacks 

141 

Thoughts 

142 

Editorial  index  is  on  page  6 

Cover  illustration  by  Brian  Ajhar 


■  August  16,  1993 


5 


COMPANIES  IN  THIS  ISSUE 


Forbes 


EACH 

REFERENCE  IS  TO 
THE  FIRST  PAGE 
OF  THE  STORY  IN 
WHICH  THE 
COMPANY  NAME 
APPEARS. 


Absolute  Entertainment,  108 
Acclaim  Entertainment,  108 
Accolade,  108 

ADC  Telecommunications,  21 
ADP,  45 
Advcst,  123 

American  Bullion  Exchange,  116 

American  Express,  104 

American  General,  104 

American  Journal  of  Epidemiology,  88 

Apple  Computer,  74,  104,  108 

Arcs-Serono  Group,  88 

Artisoft,  67 

Aspen  Tree  Software,  104 
AT&T,  25,  102,  108,  141 
Atari,  108 

Automotive  News,  42 


Babson  funds,  126 
Bache,  141 
Baltimore  Orioles,  84 
Bank  of  Tokyo,  50 
BankAmerica,  120 
Barclays  dc  Zoete  Wedd,  88 
Bear  Stearns,  37,  74,  139 
Bechtel,  70 
Bethlehem  Steel,  84 
BI  Research,  134 

BlackRock  Financial  Management,  131 

Bond  Corp  Holdings,  18 

Borg- Warner,  120 

Bosvvell  Industries,  1 10 

Bristol  Laboratories,  112 

British  Aerospace,  66 

British  Telecommunications,  102 

Alex.  Brown,  128 

Business  Week,  67 


Cap  Toys,  1 18 

Capcom,  108 

Capital  Cities/ABC,  96 

Carrier  ( United  Technologies ),  1 38 

Casio  Computer,  66 

Catellus  Development,  18 

CBS,  96,  138 

Ccridian,  45 

Chinoin,  60 

Christie's  International,  1 16 

Chrysler,  42 

Liz  Claiborne,  1 32 

Club  Med,  132 

CMS  Energy,  70 

CNBC(GE),  116 

Coastal,  70 

Compaq  Computer,  1 04 
Consumer  Reports,  98 
Control  Data  Systems,  45 
Corning,  104 
Creative  Artists  Agency,  96 
CS  First  Boston,  74 


Dacra,  50 

Daewoo  Motor,  98 

Daihatsu,  98 

Daimler-Benz,  66,  98 

Dallhold  Investments  Pty,  18 

Dayton  Hudson,  132 

Dean  Witter,  12,  74 

Dell  Computer,  74 

Detroit  Edison,  70 

Deutsche  Bank,  44 

Devon  Group,  128 

DIT  Deutsche  Investment-Trust,  44 

DLJ  Securities,  94 

Dresdner  Bank,  44 

DSC  Communications,  134 


Eastman  Kodak,  60 
El  Paso  Electric,  74 
Electronic  Arts,  108 
Elf  Sanofi,  60 
Elite,  50 
Perry  Ellis,  60 
Exportkhleb,  40 


Ferrari ,  66 

Fidelity  Inuflht,  126 

Fidelity  Investments  (I  MR),  44,  66,  126 
Fleming  fund*,  44 

Foley's  (May  Department  Stores;,  104 
Ford  Motor,  42,  98 
Franklin  National  Bank,  88 


GAF,  84 

GEf ;  Marconi,  66 
Cieneral  F.lcctric,  70 
General  Motors,  25,  42,  98 
Gcrbcr  Products,  I  18 
Goldman,  Sachs,  74 
Granitex,  40 


HarperCollins,  26 

Harry  Browne 's  Special  Reports,  1 34 

Hasbro,  108 

Herbalife  International,  18 
Hcrzog,  Heine,  Geduld,  74 
Home  Depot,  43 
Home  Shopping  Network,  64 
Honda  Motor,  98 
Hornbeck  Offshore,  1 34 
Hyundai  Motor,  98 


IRM,  25,  67,  74 
Illinois  Central,  12 
Imcera  Group,  139 
Inovision,  120 
Intel,  74 

International  Rare  Coin  &  Bullion,  116 

Interview,  50 
Invesco,  128 

Investment  Technology  Group,  74 
Island  Records,  50 
Isuzu,  98 


Jostens,  1 10 


Kay  ser- Roth,  94 
KCCI,  138 


August  16,  1993 
Volume  152 
Number  4 

FORBES  (ISSN  0015  6914)  is  published  biweekly  except  weekly  during  two  weeks  in  October,  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
Second-class  postage  paid  at  New  York,  N.Y.  and  at  additional  mailing  offices.  Canadian  second-class  postage  paid,  permit  number  9490.  GST  i 
R125769513.  POSTMASTFR:  Send  address  changes  to  Forbes,  P.O.  Box  10048,  Des  Moines,  IA  50340-0048.  Copyright  ©  1993  Forbes  Inc. 
protected  through  a  trademark  registration  in  the  U.S.  Patent  Office. 

Subscriptions:  U.S.A.  one  year  (27  issues),  S54.  Canada,  one  year,  S95  Canadian  funds  (includes  GST).  All  others  S125,  U.S.  funds.  Air  Mail  M 
available  upon  request.  Forbes  Subscriber  Service:  To  order,  change  address  or  other  customer  service,  call  1-800-888  9896  or  write  Forbes,  1 
Box  10048,  Des  Moines,  IA  50340  0048. 
Forbes  does  not  supply  back  issues  or  copies  of  individual  articles.  Requests  for  permission  to  reprint  should  be  sent  to  the  Permissions  and  Repril 
Department  at  Forbes.  Forbes  is  indexed  in  major  periodical  indexes  and  can  be  located  in  bound  copy  or  microform  in  major  libraries.  The  full  I 
available  electronically  on  major  database  systems. 
Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearance  Center  (CCC),  27  Congress  SI 
Salem,  MA.  01970  to  photocopy  articles  owned  by  Forbes  for  a  flat  fee  of  SI. 50  per  copy  per  article.  Send  payment  to  the  CCC  stating  the  ISSN 
6914),  volume  and  first  and  last  page  number  ot  each  article  copied.  Copying  for  other  than  personal  use  or  internal  reference,  or  of  articles  orct 
not  owned  by  Forbes  without  express  permission  of  Forbes  or  the  copyright  owner  is  expresslv  prohibited. 


Forbes  ■  August  16. 


IT  MIGHT  MEAN  A  JAM  TO  YOU. 
UT  IT'S  BREAD  AND  BUTTER  TO  US. 


In  times  of  growth,  new  roads  are  built.  In  times  of 
>sion,  old  roads  are  rebuilt.  Which  means  no  matter  how 
look  at  it,  there  isn't  a  more  solid  investment  than  rock, 
snt,  sand  and  gravel,  and  asphalt. 

That's  why  we  at  Hanson  acquired  Beazer  in  1991.  And 
decision  has  proven  not  only  shrewd,  but  timely. 
Since  then,  Congress  has  enacted  a  $151  billion  highway 
road  plan.  And  President  Clinton's  recent  commitment  to 
ild  America's  roads,  highways,  and  airports  positions  us  to 
it  from  an  economic  recovery. 

But  Beazer  isn't  our  only  success  story.  We  own  an 
ressive  array  of  businesses  with  equally  solid  foundations. 
■  Peabody  Coal,  Grove  Crane,  Jacuzzi  Whirlpool  Baths  and 
•erware,  to  name  a  few. 

All  of  which  have  rewarded  our  shareholders  with  a 


track  record  that's  considered  among  the  most  enviable  in 
modern  financial  history. 

For  example,  over  the  last  28  years  our  earnings  per 
share  have  grown  at  an  annualized  rate  of  19%.  And  since 
being  listed  on  the  New  York  Stock  Exchange  in  1986,  sales 
have  soared  to  $15  billion  and  net  income  has  nearly  tripled. 
While  our  gross  dividend  yield  at  year-end  1992  was  6.3%. 

There  is,  of  course,  a  reason  for  our  success:  a  manage- 
ment philosophy  steeped  in  common  sense.  Namely,  to  own 
basic  businesses  that  provide  good,  essential  products  and 
services  and  then  to  keep  a  firm  eye  on  the  bottom  line. 

Which  ultimately  means  that  during  good  times  and  bad, 
our  investors  will  inevitably  be  able  to  find  signs  of  prosperity 
in  our  Annual  Beport. 

For  a  copy,  call  1-800-8-HANSON. 


HANSON 
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The  Titanium  Chronograph 
$  4995.- 

Suggested  retail  price 


The  Compass  Watch  _,    . . .  .  ,  _.     ...  , 

$  5500  -  The  World-Time  Watch 

Suggested  retail  price  $  3750.— 

Suggested  retail  price 


Porsche  Design  please  call  (800)  521  -51 52 
For  further  information  and  a  complete  color  catalog,  please  call  (800)  432-9330. 
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Staying  healthy 


Kasia  Wandycz 


To  judge:  from  the  volume  of  mail  we're 
receiving,  readers  ar.e  spending  a  lot  of  time  with 
our  new  feature,  Staying  Healthy.  Overseeing 
the  section  is  Katarzyna  (Kasia)  Wandycz.  Born 
in  Gdansk,  Poland,  Wandycz  holds  advanced 
degrees  in  linguistics  from  the  University  of 
Warsaw  and  journalism  from  Columbia  Univer- 
sity. She  joined  Forbes  in  1988. 

How  does  Wandycz  get  her  Staying  Healthy 
ideas?  Same  way  any  Forbes  reporter  gets  ideas, 
by  keeping  her  eyes  and  ears — and  mind — open. 

"During  his  30th  birthday  party,  and  after  a 
couple  of  drinks,  an  investment  banker  asked  why  men  don't  get  tes1 
for  prostate  cancer  as  regularly  as  women  are  tested  for  brea: 
cancer,"  says  Wandycz.  "So  I  looked  into  prostate  cancer  and  fourj 
there's  a  new  blood  test  for  finding  it  early — but  after  a  little  moi 
research,  I  also  discovered  that  the  test  has  serious  drawbacks  as  we) 
as  advantages."  (See  "The  big  choice,"  July  5.) 

Another  time,  an  angry  parent  asked  Wandycz  why  his  7-  and  1( 
year-old  children  had  recently  been  subjected  to  cholesterol  testin; 
Was  the  pediatrician  just  trying  to  pad  the  bill?  For  Wandvcz 
answer,  see  "Too  young  to  diet,"  starting  on  page  112. 


Behind  those  big  over-the-counter  spreads 

A  decade  AGO,  the  volume  of  shares  traded  on  the  New  York  Sto< 
Exchange  was  double  that  traded  through  Nasdaq's  over-th 
counter  market.  Today  the  NYSE  and  Nasdaq  trade  almost  the  san 
number  of  shares.  How  did  Nasdaq  expand  so  fast?  After  taking 
long  look  at  how  Nasdaq  works,  Gretchen  Morgenson  conclud 
that  part  of  the  reason  for  surging  o-t-c  volume  is  that  stocks  are  soil 
not  bought — and  brokers  have  more  incentive  to  sell  Nasdaq-trad 
stocks.  Says  Morgenson:  "One  source  asked  me,  'You  know  w 
they  call  Nasdaq  a  dealer  market?  Because  it's  set  up  for  the  deale 
benefit.'  "  That's  probably  going  too  far,  but  Morgenson's  artio 
will  open  your  eyes  to  what  goes  on  behind  those  big  o-t-c  bid-ask 
spreads.  "Fun  and  games  on  Nasdaq"  starts  on  page  74. 


L.A.  story 

Situated  in  New  York  but  determined  not  to  let  New  York  sha 
our  view  of  the  world,  Forbes  editors  depend  heavily  on 
domestic  and  foreign  bureaus  for  stories.  Moving  to  Los  Angeles 
West  Coast  Bureau  Manager  is  Damon  Darlin.  A  native  of  Iowa  aj 
graduate  of  the  University  of  Chicago,  Darlin  spent  ten  years  at  t| 
Wall  Street  Journal — mostly  in  the  paper's  bureaus  in  Seoul,  Tok] 
Detroit  and  Cleveland — before  joining  Forbes  earlier  this  year. 

Also  moving  to  Los  Angeles  is  Nina  Munk.  She  and  Darlin  will  j«j 
forces  with  veteran  writer  John  H.  Taylor.  You  may  recall  Taylc 
cover  story,  "Is  the  Golden  State  losing  it?"  (Oct.  29,  1990).  It  v 
tar  ahead  of  the  media  pack  in  acutely  predicting  the  angst  South< 
Californians  now  feel  about  their  economv. 
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So  whatil  it  be?  A  salary 
Freeze?  Reduced  bonuses? 

Your  company  car?  Or  a 
new  ROLM  phone  system? 


Stumped?  We  suggest  you  start 
:h  the  ROLM  phone  system. 
It's  the  difference  between 
rely  trimming  the  fat  around 
jr  company,  and  turning  it 
d  muscle. 
Talk  to  our 
rtomers.  You'll  hear 
ore-after 
ries  that 
jnd  like 
;iness  school 
e  studies, 
th  operators 
idling  four  times 
many  calls  per 
1  Collection  agents  making  six 
eks'  worth  of  calls  in  four  days, 
d  abandoned  call  rates  down 
m  30%  to  under  1%. 
Then  there  are  the  infinitely 
)re  interesting  stories  of 


enormous  revenue  gains.  West 
Capital  Financial  Services,  for 
example,  pulled  in  a  colossal  357% 
of  their  previous  year's  revenues. 


ilMViiiiilit 


n  fact,  many  of  our  customers 
report  their  ROLM  systems  have 
paid  for  themselves  in 
a  matter  of  months. 

Not  surprisingly, 
our  customers 
awarded  us  the 
highest  overall  ratings 


It's  a  tribute  to  the  way  we 
approach  your  business.  We  ask 
questions.  We  watch  the  way 
you  work.  Then  we  develop  a 
customized  solution  that  lets  you 
work  more  productively. 

For  a  free  video  showing  how 
we've  helped  a  number  of 


ROLM  is  part  of  the 

Siemens  family. 
The  world's  largest 
private  communication 
systems  manufacturer 


businesses  work  more  profitably, 
give  us  a  call  at 
I-800-ROLM-I23. 

And  leave  all  those 
drastic,  morale-squashing 
cost-cutting  measures 
to  someone  else.  Your 


in  the  three  most  recent  Customer      competitors,  for  instance. 
Satisfaction  Surveys  conducted  by 
Dataquest®,  a  leading  independent 
research  firm. 


A  Siemens  Company 


©1993  ROLM 
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Anschutz's  secret  weapon 

Bll  lionaire  Philip  Anschutz  faced 
what  Forbes  felt  was  a  near  impossi- 
ble task  in  turning  around  the  ailing 
Southern  Pacific  railroad.  He  had 
purchased  sp  for  a  shade  over  $1 
billion  in  late  1988,  using  not  a  penny 
of  his  own  money,  then  combined  it 
with  his  smaller  Rio  Grande  railroad. 
But  three  years  later  SP  was  still  unable 


Southern  Pacific's  Edward  Moyers 
Back  in  the  saddle, 
with  incentive  aplenty. 

to  generate  enough  cash  flow  to  cover 
interest  payments  and  capital  expen- 
ditures (Feb.  3,  1992). 

But  now  Anschutz  has  scored  a 
major  coup.  Last  month  SP  an- 
nounced that  Edward  Moyers,  the 
operator  behind  the  stunning  turn- 
around at  the  Illinois  Central  railroad, 
would  take  over  as  chief  executive. 

Note  the  timing  of  the  announce- 
ment. Earlier  this  summer  investors 
cackled  when  Anschutz  unveiled  a 
plan  to  sell  SP  shares  to  the  public  at 
$20  apiece.  Now,  with  Moyers  at  the 
helm,  Anschutz  hopes  to  sell  22%  of 
the  company  at  $13  to  $15  a  share, 
raising  around  $400  million.  Along 
with  $375  million  to  be  raised  in  an 
unsecured  debt  offering,  the  money 
will  mostly  go  to  retire  debt  and  to 
purchase  equipment  the  railroad  now 
operates  under  expensive  lease  deals. 

The  64-year-old  Moyers,  who  un- 
derwent heart  bypass  surgery  in  Janu- 
ary, has  incentive  aplenty  through  a 
stock  bonus  plan  tied  to  sr's  operating 
ratio — expenses  as  a  percent  of  reve- 
nues. If  he  slices  the  ratio  to  85%  in 
1996  from  a  current  97%,  Moyers  will 
get  up  to  850,000  bonus  shares,  in 
addition  to  an  annual  salary  of 
$600,000  and  possible  cash  bonuses. 

Nobody  will  be  rooting  harder 
than  Phil  Anschutz.  If  the  offering 


flies  and  Moyers  can  get  sp's  stoc 
price  up  to,  say,  20,  the  Denver  dea 
ster  will  be  sitting  on  a  paper  profit  ( 
over  $1 .2  billion. 


Watch  out,  Safeway 

In  thk  latk  1980s  Sam  Walton  ( 
Wal-Mart  Stores  decided  to  take  o 
the  $380-billion-a-year  (at  retai 
grocery  business.  His  vehicle:  Supc 
( xnter  stores,  combination  merchar 
disc/food  stores  averaging  160,00 
to  180,000  square  feet,  versi 
110,000  square  feet  for  the  typic; 
Wal-Mart.  But  Forbfs  questione 
whether  the  grocery  business,  with  i 
thin  profit  margins,  would  be  able  t 
keep  Wal-Mart  growing  at  a  breal 
neck  clip  (Oct.  30,  1989). 

Too  skeptical  a  view?  Turns  oi 
that  merchandise  sales  are  getting 
boost  from  the  increased  store  traff 
being  generated  by  the  food  sid 
Chief  Executive  David  Glass  recent 
told  a  group  of  institutional  investo 
that  the  return  on  investment  at  tl 
six  Super  Centers  open  a  year  or  mo 
at  year-end  1 992  was  roughly  equal  l 
the  corporate  average  of  20%.  Ar 
Nick  White,  the  Wal-Mart  execute 
vice  president  in  charge  of  the  Sup 
Centers,  tells  Forbf.s  that  Wal-Ma 
will  open  about  40  Super  Centers  tr 
year;  virtually  all  will  be  upgrades 
existing  Wal-Marts. 

How  important  are  these  comt 
stores?  Consider  that  if  Wal-Marl 
total  sales  grow  to  $141  billion 
1997  from  $55  billion  last  year, 
Dean  Writer's  Patrick  McCorma 
expects,  Super  Centers  should  , 
count  for  about  37%  of  the  $86  billi 
incremental  increase,  with  pure  d 
count  Wal-Marts  contributing  34 
and  Sam's  Club  stores  and  other  bu 
nesses  making  up  the  remaining  29 

Wal-Mart  needs  a  new  growth  e 
gine.  This  year  same-store  sa 
growth  is  expected  to  average  aroui 
7%,  down  from  an  average  of  lO.f 
over  the  prior  two  years.  That  h 
helped  push  the  company's  sto 
down  to  a  recent  25%  from  an  alltir 
high  of  34V8  in  March. 

Risk  without  wealth? 

Two  years  ago  we  examined  the  pr 
nomenal  promotional  flair  of  be 
selling  author  Charles  Givens  (Wea 
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Traditionally, 
when  you  bought  something 
from  IBM,  it  came  in  a  box. 


IBM  Services 


1  1993  IBM  I 


Now  it  comes  in  person. 

It  may  surprise  you  to  know  that  our  most  valuable  product  isn't  a  computer.  It's  a  person. 


An  expert  who  understands  your  business.  Who  has  access  to  an  astonishing  array  of  resources.  Vni 


who  can  act  as  a  partner  to  make  vour  business  more  productive  and  more  competitive. 


At  IBM®  we  can  work  with  you  at  everv  level,  from  the  CEOs  office  to  the  manufacturing  floor,  to  < 


veiop  business  arid  information  technologv  solutions  that  address  the  challenges  facing  vour  busine 


e  have  management  consultants  to  help  von  decide  what  to  do.  Systems  consultants  to  show  you 
[echnical  experts  to  do  the  joh  lor  you.  Even  an  organization  who'll  run  your  systems  for  you. 
o  other  company  has  such  a  breadth  of  experience  gained  from  decades  of  work  with  all  kinds  of 
anies.  No  services  company  is  so  rooted  in  leading-edge  technology  such  as  client/server 
uting.  And  no  one  offers  such  a  full  spectrum  of  help — multivendor  systems  integration,  network 
gement,  application  development,  data  center  operations,  management  education  and  user 
ng,  disaster  recovery,  availability  services  and  more. 

herever  you  are,  we  ll  put  together  a  solution  tailored  specifically  to  your  business,  just 
've  done  for  other  companies.  We  ll  use  whatever  resources  are  needed  to  do  the  job,  including 
IBM  equipment  if  needed.  What's  more,  we'll  assume  whatever  level  of  responsibility  for  the 
ts  you  specify. 

>r  the  Service  Center  nearest  you  and  more  information  on  how  IBM  can  help  you  build 
etitive-edge  solutions,  call  1  800  IBM -0045.  ext.  30. 


^res  never  been  a  better  time  to  do  business  with 


//  collects  your 
thoughts.  It 
takes  your  notes 
and  memos. 
Yet  the  unique 
Olympus  1400 
Microcassette" 
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Fidelity  Can  Be 
Your  Tax-Free  Expert 


If  you  want  to  keep  more 
of  what  you  earn  this  year, 
tax-free  investments  can  be 
the  place  to  start.  Fidelity's 
Common  Sense  Guide  to 
Tax-Free  Investing  can 
show  you  a  variety  of  ways 
to  invest  tax-free,  including  state  specific  funds  whose 
income  may  be  free  from  both  federal  and  state 
income  taxes.  Call  today  for  your  free  copy. 

Visit  A  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


Fidelity 


Investments* 


4r 

For  more  complete  information  on  any  Fidelity  fund,  including  fees  and  expenses,  call  for  a  free  current 
prospectus.  Read  it  carefully  before  you  invest  or  send  money.  Fidelity  Distributors  Corporation. 


Financial  know-it-all  Charles  Givens 
Ready  for  prime-time  damage  control. 


Without  Risk),  who  had  made  hims 
a  darling  on  the  TV  interview  circ 
and  even  appeared  on  Lifestyles  of 
Rich  and  Famous  (Sept.  16,  1991). 

But  lately  Givens'  symbiotic  1c 
affair  with  the  media  has  hit  the  roc 
In  July  1990  Givens  was  sued  by 
widow  of  a  man  who  had  cance 
some  $70,000  of  auto  and  life  ins 
ance  after  attending  one  of  his  sei 
nars.  The  man  subsequently  died  i 
collision  with  an  uninsured  driver. 

Givens  settled  the  suit  in  May  foi 
undisclosed  sum.  But  recent  storie 
Newsweek  and  People  implied  that 
jury,  in  response  to  a  series  of  preli 
nary  questions  in  March,  found 
vens  guilty  of  fraudulently  misre| 
senting  his  background  and  fitnes. 
serve  as  an  adviser.  Givens  says 
guage  in  the  settlement  agreerr 
makes  it  clear  the  court  made 
findings  of  fact  in  the  case. 

Then,  in  June,  a  retired  secre 
appeared  on  the  Donahue  show, 
claims  to  have  lost  $56,000  inves 
in  limited  partnerships  that  were  t 
ed  in  a  Givens  seminar.  "How  coi 
smart  person  like  you  get  sucked  in 
this?"  the  host,  Phil  Donahue,  a 
patronizingly.  "Well,  he  [Giv 
was  on  your  show — you  gave  him  c 
ibility.  .  .  ,"  the  woman  fired  b 
"You  gave  him  free  advertising.' 

Givens  says  attendance  at  his 
tures  is  off  31%,  mostly  as  a  resu 
all  the  bad  publicity.  And  when 
going  gets  tough,  there's  only 
solution.  Givens  has  already  talks 
Fox's  Front  Rage  and  says  he 
meet  with  NBC's  Tom  Brokaw 
CBS  News. 
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North  Carolina  is  strategically  placed  to  take 
Ivantage  of  the  current  trends  in  the  automotive 
idustry.  These  trends  include  higher  quality 
roducts;  shorter  development  cycles;  increased 
itsourcing  of  sub-components;  cost  cutting;  up- 
ading  plant  and  technology;  small  production 
ins;  smooth  labor  relations  and  globalization. 

With  more  than  250  companies  employing  over 
),000  skilled  workers  making  parts  for  automotive 
isembly  lines  throughout  the  world,  the  state  of 
orth  Carolina  is  on  the  fast  track  in  the  auto- 
motive industry. 

A  central  east  coast  location  puts  North  Carolina 
ithin  one  shipping  day  of  almost  90%  of  cars 
id  trucks  manufactured  in  the  United  States  and 


Canada  Along  with  a  58-campus  community  college 
system  offering  free  customized  training  for  new  and 
expanding  companies,  the  largest  manufacturing 
work  force  in  the  Southeast,  and  the  lowest  con- 
struction costs  in  the  country,  North  Carolina  has  all 
the  resources  needed  to  outpace  the  competition. 

If  you're  interested  in  what  North  Carolina  can 
do  for  your  company,  call  David  W.  Sheehan,  Client 
Services,  State  of  North  Carolina  at  (919)  733-4977, 
Fax  (919)  733-9265. 


^Tr*  The  Better  Business  Climate, 


Northi  Carolina  Department  of  Commerce,  Business/ Industry  Development  Division,  430  N.  .Salisbury  Street,  Raieigh,  North  Carolina  27611 
©  1993,  North  Carolina  Department  of  Commerce,  Business/ Industry  Development  Division 
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Look  before  you  throw 

Like  most  of  the  other  900  people 
invited  to  celebrate  die  July  29  open- 
ing of  the  National  Postal  Museum  in 
Washington,  a  Forbes  reporter 
chucked  the  envelope  carrying  the 
invitation  into  the  trash.  Oops.  The 
envelope's  stamp  bore  a  special  can- 
celation in  the  shape  of  the  building; 


Special  Postal  Museum  cancelation 
Only  a  few  were  in  the  know. 


each  envelope  had  been  carefully 
hand-stamped  to  enhance  its  value. 

Only  a  few  lucky  partygoers,  such  as 
William  Alsup,  the  senior  vice  presi- 
dent of  Texas  developer  Gerald 
Hines'  company  (which  did  the 
splendid  renovation  of  the  Old  City 
Post  Office  and  is  sponsoring  the 
party),  were  told — maybe  to  boost 
the  value  further,  by  reducing  the 
number  of  surviving  envelopes? 

-Cristinavon  Zeppelin 

Top-of-the-market  to  you.5 

At  market  tops  even  the  best  under- 
writers start  bringing  out  garbage. 
And  so  it  seems  with  Salomon  Broth- 
ers. A  draft  prospectus  shows  that 
Salomon,  with  NatWest  Securities, 
plans  to  underwrite  a  6.3-million- 
share  secondary  stock  offering  for 
Herbalife  International,  Inc.,  the  diet 
supplement  company.  Herbalife  was 
once  charged  by  law  enforcement  au- 
thorities with  running  an  illegal  pyra- 
mid scheme  (Forbes,  Mar.  25),  and 
recently  has  risen,  phoenix-like,  from 
the  grave,  thanks  to  overseas  sales. 

Salomon's  draft  prospectus  sounds 
very  top-of-the-market.  It  touts,  for 
example,  Herbalife-s  "Thermojetics" 
tablets,  which  are  said  to  "help  the 
body  reduce  fat  by  maintaining  a 
proper  energy  balance."  But  Solly's 
lawyers  weren't  asleep;  the  document 
notes  that  Thermojetics  was  pulled 
off  the  market  in  Canada  because  its 


primary  ingredient  was  under  investi- 
gation by  local  authorities. 

The  document  also  details  the  myr- 
iad sanctions  against  Herbalife  in  re- 
cent years,  w  arning  "there  can  be  no 
assurance  that  the  company  will  not 
again  be  adversely  affected  by  adverse 
publicity  or  regulatory  inquiries." 

Why  is  Salomon  Brothers  aiding 
and  abetting  a  company  like  Herba- 
life? Perhaps  because,  with  Herbalife 
recently  trading  over-the-counter  at 
18,  the  firm  could  make  $2.8  million 
from  underwriting  the  secondarv. 

On  the  outs 

The  environmentally  trendy  mag- 
azine Outside  seems  to  have  met  its 
match  in  trendier-still  Santa  Fe,  N.M. 

The  magazine  planned  to  move  its 
headquarters  from  Chicago  to  a  pic- 
turesque section  of  Santa  Fe  at  the 
base  of  the  Sangre  de  Cristo  moun- 


Downtown  Santa  Fe 


Unsound  environment  for  growth. 


tains,  near  the  ski  area.  The  new  build- 
ing w  as  to  be  partially  solar  powered 
and  recycle  rainwater  for  irrigation. 
Even  so,  local  neighbors  raised  a  fuss. 

So  Outside  went  scavenging  and 
finally  found  a  1-acre  site  in  an  unde- 
veloped 36-acre  downtow  n  railyard 
that  the  city  once  called  a  blighted 
area.  Then  the  magazine  found  itself 
in  the  middle  of  a  battle  between 
Catellus  Development  Corp.,  owner 
of  the  site,  and  Santa  Fe's  powerful 
no-growthers  over  the  redevelop- 
ment of  the  other  35  acres. 

What's  the  issue?  Catellus  had  hired 
noted  urban  planner  Stanton  Eckstut 
(New  York's  Batten'  Park  City  and 


Seattle's  Pike  Place  Market)  as  arch 
tect.  Alas,  his  mixed-use  plan  incluc 
ed  a  five-story  building,  offensive  t 
local  enviro  types.  The  city  goven 
ment  is  considering  a  scheme  to  u; 
taxpayer  money  to  buy  the  rest  of  tl 
site,  appraised  at  up  to  S20  million  i 
1987.  Meanw  hile,  Outside  is  goin 
ahead  with  its  building  anywa 
-Seth  Lubo\ 

Artful  collecting 

REMEMBER  Australian  businessma 
Alan  Bond,  who  paid  S54  million  ft 
van  Gogh's  "Irises"  at  a  1987  Sothi 
by's  auction?  The  sale  raised  ey< 
brows,  because  Sotheby's  lent  Bon 
some  S27  million  to  buy  the  paintinj 

Bond  subsequently  went  bankrup 
the  van  Gogh  was  sold  to  the  J.  Pai 
Getty  Museum.  Now  Bond  is  in  h( 
water  with  the  Australian  Securitii 
Commission  over  his  1989  sale  < 
Eciouard  Manet's  "La  Promenade. 
The  charge  is  fraudulent  breach  ( 
director's  duties. 

Here's  what  happened.  The  Man* 
was  bought  in  1983  for  S4.1  millk 
by  Dallhold  Investments  Pty  Ltd.,  fj 
privately  held  firm  through  whit 
Bond  controlled  Bond  Corp.  Holi 
ings  (bch),  his  chief  public  compan 
Six  months  later,  Dallhold  sold  tl 
painting  to  Chemical  Allstates  Ltc 
an  Australian  bank,  for  the  same  pric 
The  bank  leased  it  back  to  bch  for  fi 
years,  giving  BCH  an  opportu un- 
acquire the  Manet  at  the  end  of  di 
period  for  SI. 3  million,  the  residi 
amount  of  the  lease.  In  the  meantin' 
the  painting's  value  had  risen  sharp 

That  could  have  helped  cas 
strapped  bch,  which  lost  S778  m 
lion  in  1989.  But  according  to  t 
Securities  Commission,  just  mont 
before  the  lease  ended,  Bond  pulle< 


18 
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one.  The  commission  charges 
Bond  arranged  for  his  public 
pany  to  pass  on  buying  the  paint- 
Instead,  Macquarie  Bank,  w  hich 
dit  Chemical  Allstates,  resold  the 
et  for  $1.9  million  to  another 
lold-controlled  company,  which 
turned  round  and  peddled  it  at 
eby's  for  nearly  $15  million, 
t  of  that  went  to  pay  down  what 
i  still  owed  Sotheby's  for  his 
es"  purchase. 

1  this,  says  the  commission,  de- 
led the  minority  shareholders  of 
1  Corp.  Holdings,  which  became 
vent  in  1991  and  now  operates 
x  a  new  name. 

>nd,  who  recently  had  open  heart 
try,  is  out  on  $136,000  bail.  If 
icted,  he  faces  up  to  14  years  in 
iays  Andrew  Fraser,  Bond's  Mel- 
ne-based  lawyer,  of  die  charges: 
strenuously  denies  them,  and  I 
issure  you  they  will  be  defended 
e  fullest."    -  Christie  Brown 

re  Trumpery 

•c  for  Donald  Trump  to  refi- 
e  his  Trump's  Castle,  one  of  his 
itic  City  properties  that  emerged 
bankruptcy  last  year.  Trump  is 
:o  be  planning  an  exchange  offer 
le  Casde's  $332  million  in  junk 
Is — to  regain  some  or  all  of  the 
equity  interest  in  the  property 
le  gave  up  as  part  of  the  Castle's 
ruptcy  reorganization, 
i  convince  wary  bondholders, 
lp  will  most  likely  offer  new 
;  with  a  much  higher  interest  rate 
today's  9.5%  coupon  and  a  prin- 
amount  greater  than  the  current 
rice,  75  cents  on  the  dollar, 
t  it's  not  clear  the  Trump  Casde 
pay  more.  While  cash  flow  is 
:ted  to  reach  about  $45  million 
^ear,  versus  just  $19  million  in 
,  interest  expense  coverage  after 
il  spending  will  be  a  tight  1.3 
i  or  so. 

,  much  of  the  interest  on  the  new 
i  may  be  in  additional  paper, 
r  than  cash.  Trump  just  pulled 
similar  deal  with  $60  million  of 
n-kind  paper  as  part  of  his  recent 
1  million  Trump  Plaza  refinanc- 
[f  the  Casde  is  successfully  refi- 
:d,  Trump  may  then  try  to  take 
isino  interests  public  before  the 
)f  the  year.       -Riva  Atlas  wm 
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Proof  That  Some 
Junk  May  Hirn  Out 
Quite  Valuable 

Spartan®  High  Income  Fund 

Comfortable  with  the  risks  of  low  quality  bonds?  Now  may  be 
the  time  to  consider  Fidelity's  Spartan  High  Income  Fund.  You 
can  maximize  your  current  income  potential  and  lessen  the  risk 
of  owning  individual  bonds  with  a  diversified  portfolio. 


7.41 


Spartan  High  Income  Fund  is  designed  for  aggres- 
sive investors  who  seek  the  high  current  income  -  and 
understand  the  risk  -  of  lower  quality 
bonds.  With  this  fund  Fidelity's  extensive 
resources  are  on  your  side  to  uncover 
potential  value. 


Spartan  High 
Income  Fund 


30-Day  Yield' 
(ended  6/25/93) 


17.1 4% 

Total  Return/1  Year 
(3/31/92-3/31/93) 


23.82% 

Average  Annual  Return 
(8/29/90-3/31/93) 


The  Proven  Spartan 
Approach  To  Higher  Yields 

Fidelity's  Spartan  Approach®  gives  invest- 
ors a  way  to  earn  higher  yields  through 
lower  costs.2  In  fact,  the  Spartan®  family 
of  funds  has  consistently  rewarded 
investors  with  among  the  highest  yields 
available.3  To  invest  in  the  fund  -  and  to  transfer  or 
rollover  your  IRA  -  call  today  (Minimum  invest- 
ment: $10,000.) 

Visit  a  Fidelity  Investor  Center 
Or  Call  24  Hours 

1-800-544-8888 


Fidelity 


Investments 

Common  sense.  Uncommon  results. 


2r 


For  more  complete  information,  including  charges  and  expenses,  call  or  write  for  a  free  prospectus  Read  it 
carefully  before  you  invest  or  send  money.  There  is  a  1%  redemption  fee  on  shares  held  less  than  270  days. 
'Total  returns  are  historical  and  include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains 
and  the  effect  of  the  $5  closeout  fee  on  an  average  size  account.  Average  annual  return  is  for  the  life  of  fund 
period  Share  price,  yield  and  return  vary  so  you  may  have  a  gain  or  a  loss  when  you  sell  your  shares. 
Transactions  may  reduce  your  yield  Based  on  yields  of  comparable  funds,  according  to  l.ipper  Analytical 
Services,  Inc.  Past  performance  is  no  guarantee  of  future  results.  Fidelity  Distributors  Corporation. 


READERS  SAY 


Working 

(JVliracles 

Every  Day 

Nearly  900,000  disaster  victims 
received  a  cup  of  coffee,  shelter, 
and  clothing  from  The  Salvation 
Army  last  year. 


Sharing  Is  Caring 


Bearish  on  Biggs 

SlR:  Re  "•Bearish  on  America''''  (July 
19).  After  admitting  his  Biliary  Clin- 
ton support,  should  Barton  Biggs  be 
trusted  with  investing  people's  retire- 
ment funds  abroad? 
-Robert  W.  Smith 
Austin,  Tex. 


Morgan 
Stanley's 
Barton  Biggs 
Not  looking 
within? 


Sir.  While  prospects  for  emerging 
markets  abroad  could  be  as  selectively 
attractive  as  Biggs  suggests,  the  U.S. 
retains  worldwide  leadership  in  many 
leading  emerging  markets  like  infor- 
mation technology  and  biotechnolo- 
gy. I  believe  U.S. -listed  emerging 
growth  companies  began  a  new  bull 
market  cycle  in  the  fourth  quarter  of 
1990  that  ought  to  run  for  five  to 
seven  years.  These  stocks  have  no  for- 
eign exchange  exposure,  and  typically 
do  not  encounter  the  illiquidity,  custo- 
dy and  setdement  difficulties  that  small 
emerging  markets  abroad  often  do. 
-Alberto  W.  Vilar 
San  Francisco,  Calif. 

Beg  to  differ 

Sir:  "Here's  how  the  pros  do  it" 
(June  21)  gives  the  misleading  im- 
pression that  quotation  spreads  are 
uniformly  wide  on  Nasdaq.  In  fact, 
60.3%  of  Nasdaq  National  Market 
stocks  trade  at  spreads  of  Vs  and  Vi. 

Through  your  single-minded  focus 
on  spreads,  you  ignore  the  greatest 
strength  of  the  Nasdaq  Stock  Market: 
the  market  liquidity  provided  by  more 
than  400  competing  marketmakers.  A 
"bid"  price  is  oflittie  use  to  custom- 
ers if  it  is  only  good  for  100  to  200 
shares.  Nasdaq's  well-capitalized 
marketmakers  provide  for  greater  as- 
surance that  a  customer  will  receive  a 
single-priced  execution. 

We  are  disappointed  that  you  par- 
roted the  fabricated  allegation  of  the 
Amex  that  there  is  $3.26  billion  in 


higher  trading  costs  for  Nasi 
stocks.  The  total  absurdity  of  t 
number  can  be  demonstrated  by 
fact  that,  last  year,  the  entire  brol 
age  industry  generated  revenues 
$2.76  billion  from  Nasdaq  and 
over-the-counter  trading. 
-Joseph  R.  Hardiman 
President 

Tlje  Nasdaq  Stock  Market 
Washington,  D.C. 

For  another  article  an  this  sub) 
see  p.  74-Ed. 

The  pluralistic  path 

SlR:  Religion  has  not  always  serve* 
a  simple  exercise  in  spiritual  m< 
physics  or  as  a  means  to  "transcei 
wordly  concerns  ("Steeple  en\ 
July  5).  Often  religion  itself  has 
come  a  basis  for  bigotry.  What 
First  Amendment  protects  and  I 
pie  For  the  American  Way  and  otl 
seek  to  ensure,  is  a  society  wl 
religious  pluralism  is  truly  possibL 
-Arthur  J.  Kropp 
President 

People  For  the  American  Way 
Washington,  D.C. 

Fabric  sunscreen 

SlR:  Your  timely  report  on  the 
and  cons  of  chemical  sunscn 
("Safe  sun,"  July  19)  neglectec 
mention  what  is  perhaps  a  supe 
alternative  for  many  outdoor  ac 
ties:  protective  clothing.  A  few  c 
panies  have  engineered  fabrics  for 
purpose,  blocking  uvb  and  uva  1 
remaining  light  and  breathable, 
it  is  important  to  protect  chil<[ 
from  excessive  exposure;  studies  s 
that  children  sunburned  to  bliste 
point  double  the  risk  of  develo 
skin  cancer  later  in  life. 
-Harvey  E.  Schakowsky 
Chairman 

Solar  Protective  Factory,  Inc. 
Chicago,  III. 

Handicapped  in  Europe 

SlR:  "Europeans  are  appalled  by  i 
handling  of  Bosnia,"  you  say  ( | 
and  Comment,  July  5).  What 
rubbish!  A  classic  example  of  thc| 
calling  the  kettle  black.  They're 
palled  by  our  inability  to  com 
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i  to  take  steps  they  should  have 
:rtaken  a  year  ago  in  Bosnia.  The 
ipeans  are  morally  and  politically 
rupt  on  Bosnia.  If  you  need  to 
k  Bill  Clinton  on  Bosnia,  find  a 
iger  club.  The  Europeans  do  not 
a  crutch  to  lean  on. 
Keith  Gibbons 
as,  Tex. 


ip 


n  statements  I  made  for  an  article 
mr  July  19  issue  ("I  still  think 
re  idiots"),  I  am  guilty  of  a 
:h  of  etiquette  as  I  labeled  my 
rsaries  rather  than  their  conduct, 
his  I  must  apologize  to  the  part- 
of  the  Lodestar  Group, 
hat  I  should  have  said  is  that  I 
d  their  proposals  to  be  idiotic. 
\rles  M.  Denny  Jr. 
rman 

Z  Telecommunications,  Inc. 
teapolis,  Minn. 

ond  the  zenith 

You  overlook  many  positive  de- 
>ments  by  Thomson  Consumer 
ronics'  chairman  and  CEO,  Alain 
at,  that  have  made  10,000  em- 
;es  in  the  U.S.  much  more  com- 
ive  ("Les  folies  HDTV,"  July  19). 
id  1993,  tce's  operating  results 
e  U.S.  will  outshine  those  of  our 
?etitive  rival,  Zenith  Electronics, 
success  will  come  from  making 
ight  product  development  move 
90,  not  pricing  in  1993. 
eph  P.  Clayton 
Htive  Vice  President 
irketing  and  Sales-Americas 
ison  Consumer  Electronics 
%na polls,  Ind. 

the  poorhouse 

Re:  "National  bankruptcy?  Not 
(July  19).  The  government's  tax 
y  is  already  showing  signs  of 
:ing  GDP.  Coupled  with  contin- 
borrowing  and  growing  public 
ance  to  tax  grabbing,  the  rela- 
hip  as  shown  in  the  charts  of 
j  interest  payments  and  federal 
pts  to  GDP  is  sure  to  change.  And 
1  render  some  poor  generation,  a 
'ears  down  the  road,  truly  poor. 
.  Praisler 
ma  Beach,  Calif. 
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America, 
stop  labeling  people... 
...and  start  labeling 
everything  else! 

m 


File  Folders      Audio  &       Reports  & 
Video  Tapes  Presentations 


Sports 
Equipment 


ELECTRONIC 
LABELING  SYSTEM 

...When  people  need  labels  there's 
only  one  choice,  the  Brother  P-Touch 
Electronic  Labeling  System.  It's  the 
fast,  easy  way  to  produce  striking 
laminated  adhesive  labels  in  over  30 
brilliant  colors  for  virtually  any  home, 
office  or  commercial  application! 


AVAILABLE  AT:  STAPLES  •  OFFICE  DEPOT 
OFFICEMAX  •  SEARS  BRAND  CENTRAL  •  SERVICE  MERCHANDISE 
BIZMART  •  COMPUSA  AND  OTHER  FINE  DEALERS 


AMERICA'S  #1  MANUFACTURER  OF  PORTABLE  TYPEWRITERS  AND  PERSONAL  WORD  PROCESSORS 


we  re  at  your  side. 

brother 

BROTHER  INTERNATIONAL  CORPORATION  .  200  Cottontail  Lane,  Somerset,  NJ  08875-6714 


FOR  THOSE  WHO 
WANT  TO  FEEL  LIKE  PART  OF  THE  ROAD. 
NOT  PART  OF  THE  CROWD. 


Which  is  why  the  1993  Legend 
Coupe  is  equipped  with  features 
like  double-wishbone  suspension 
for  better  handling  and  road  feel. 
Anti-lock  brakes  (ABS)  for  steering 
control  during  maximum  braking. 
And  a  Traction  Control  System  that 
helps  prevent  wheel  slippage  in  in- 
clement conditions.  Features  that 
make  you  feel  less  like  an  adversary 
of  the  road  than  an  extension  of  it. 
And  as  for  being  part  of  the 
The  Acura  Legend  Coupe  LS  was  designed     crowd?  With  a  230 -horsepower,  24 -valve  V-6 
very  specific  driver  in  mind:  one  who  be-    engine,  it's  not  something  you'll  likely  have  to 
:hat  if  you're  totally  isolated  from  the  driving     worry  about  very  often.  Call  1-800-TO-ACURA 

.    „    ...  (        (  (K)  ACURA 

mce,  it  isnt  really  a  driving  experience.  tor  more  information.      V_V  precision  crafted  performance 


ml  j 


Our  insurance  gives  you  an  edge 
for  whatever  pops  up  in  life. 


The  Principal  Edge. 

Life  has  a  way  of  jumping  up  and 
surprising  us  at  every  turn. 
But  with  Adjustable  Life  from  The 
T     iam^/      Principal  Financial  Group?  you  have  an 
PV  mn$i  /        ed9e:  Insurance  you  can  adjust  to  fit  the 
changes  in  your  life. 
With  Adjustable  Life,  you  don't  have  to  choose 
between  term  and  whole  life  because  you  get 
[(  /       the  best  of  both.  You  can  increase  or  decrease 
the  amount  of  coverage  anytime!  Raise  or  lower 
your  premiums  without  reducing  the  amount  of 
coverage.  Even  use  the  cost  of  living  benefit  to  increase 
the  value  of  your  policy,  without  a  medical  exam.  And,  it 
pays  dividends. 
Adjustable  Life  is  your  edge  on  life-whatever  pops  up.  For 
more  information,  call  1-800-633-0323.  The  Principal  Financia 
Group,  Des  Moines,  IA  50392-0150. 


the: 


The  financial  company 
that  gives  you  an  edge." 


Financial 
Group 


Products  and  service-  available  through  Principal  Mutual  Life  Ins.  Co.  (The  Principal)  pes  Moines  IA,  50392-0150. 

amoui      a  verage  may  require  a  medical  exam.  ©1992  Principal  Mutual  Life  Ins.  Co. 


th  all  thy  getting  get  understanding" 

•act  and  Comment 

Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


THE  WORLD'S  NEW  WARSAW  GHETTO 

Sarajevo. 

THERE'S  A  BETTER  WAY 


jld-be  humblers  of  Microsoft  arc  way  off  base 
sking  Washington  to  take  action  against  the  soft- 
;  giant.  Antitrust  suits  are  no  substitute  for  free- 
ket  competition. 

ompetitors  accuse  Microsoft  of  employing  rough 
hods    to    maintain  its 
>i- monopoly  in  operat- 

systems  for  personal 
puters.  Always  leery  of 

business  successes  and 
xicated  with  its  notions 

'fairness,"  the  government  may  yet  find  a  way  to 
Uy  assault  Bill  Gates'  creation, 
ompetitors  should  instead  lobby  Washington  hard  to 
1  the  capital  gains  tax.  Visionary  venture  capitalists  and 
i-tech  entrepreneurs  will  more  effectively  challenge 
rosoft  than  a  passel  of  federal  lawyers  arguing  in  court, 
ook  at  the  record.  In  1978  Congress  slashed  the 
tal  gains  tax.  The  U.S.  has  since  grown  an  annual 
0  billion  personal  computer,  software  and  network- 
industry  that  has  become  the  envy  of  the  world  and 
^ginning  to  radically  transform  the  way  we  live  and 
k.  IBM,  which  beat  back  an  antitrust  suit  filed  when 


the  Armonk-based  behemoth  appeared  impregnable,  is 
drastically  restructuring  with  a  new  CEO. 

Rapidly  advancing  technology,  not  the  Justice  Depart- 
ment's antitrust  suit  (which  could  have  been  thwarted 
either  in  the  courts  or  in  Congress)  persuaded  AT&T  to 

propose  its  own  breakup. 

t  For  Microsoft's  Rivals,  t  J,"Stf££££ 
Its  a  Question  of  Fairness 

w  chip-on-the-shoulder  law 

■■■■■''■■'•■■■■^^^■^^■■i •"■""•^■dP**"*1***^  yers  from  the  Federal  Trade 

^^-The  New  York  Times  „  .     .  ,  . 

Commission,  nearly  upend- 
ed Xerox's  photocopier  dominance  in  the  1970s. 

For  years  academics  screamed  that  GM's  political 
clout  saved  it  from  a  Washington-dictated  breakup.  Al- 
though unmolested  by  antitrusters,  GM  was  humbled  by 
competition.  Its  once  overwhelming  U.S.  market  share 
has  shriveled,  and  the  company  hasn't  reported  a  profit 
since  1989. 

A  lower  capital  gains  levy  will  free  hundreds  of  billions 
of  dollars  frozen  in  old  investments.  Idea-rich,  capital- 
poor  enterprisers  would  get  the  wherewithal  to  challenge 
established  biggies  and  create  the  new  industries  and 
companies  for  tomorrow's  prosperity. 


TRASHING  BIOTECH 


Clinton  Administration  is  about  to  do  serious  ceuticalsis 
n  to  one  of  our  most  promising  industries — biotech-  drying  up 
)gy.  Breakthroughs  in  medicine  have  already  enabled  $8  billion 
isands  of  bedridden  kidney  patients 
:ad  active  lives;  children  affected  by 
rfism  can  now  grow  to  normal 
;hts.  In  agriculture,  a  genetically  en- 
ered  hormone  substantially  boosts 
;  production  from  cows,  and  biotech 
provide  effective  alternatives  to  fer- 
*rs  and  pesticides.  Jurassic  Park  pro- 
inda  to  the  contrary,  these  and  other 
ing  breakthroughs  are  but  the  be- 
ling  of  a  cornucopia  of  advances  that 
enormously  enrich  our  lives, 
lit  all  this  is  in  jeopardy.  The  Admin- 
tion's  ferocious  assault  on  pharma- 


Unfounded  fears  fuel  suffocating 
assaults  on  biotechnology. 


hitting  biotech  companies  in  the  solar  plexus  by 
equity  funding.  The  industry  has  received  over 
from  investors  who  recognize  the  enormous 
risks  and  are  hoping  that  the  occasional 
winner  will  more  than  compensate  for 
the  losers.  But  who  will  provide  funding 
if  success  is  rewarded  with  punitive  taxes 
and  political  harassment? 

The  Clinton  Administration  is  also 
reversing  the  Bush  Administration's 
pace  of  biotechnology  deregulation. 
Plans  to  speed  the  commercialization 
of  genetically  engineered  products 
have  been  shelved.  The  Food  &  Drug 
Administration,  taking  a  cue  from  the 
White  House,  is  signaling  that  it  will 
backpedal  on  its  intent  to  ease  regula- 
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tion  of  genetically  engineered  foods.  plied   biotechnology  research.    That's  typical  of  tl. 

Apologists  point  out  that  the  Administration  is  Clinton  crowd:  Hurt  private  sector  efforts  and  expan 
requesting  more  funds  for  government  sponsored  ap-     government's  role. 


ENHANCING  OUR  HERITAGE 


1  in  ri  s  a  MOVEMENT  AFOOT  in  certain  quarters  of  Con- 
gress and  in  the  National  Archives  Office  to  undermine 
one  of  America's  uniquely  great  assets — presidential  li- 
braries. In  the  name  of  the  American  people,  President 
Clinton  should  appoint  a  pro-library  Archives  head  and 
veto  any  anti-library  bill  Capitol  Hill  might  pass. 

Every  one  of  America's  former  Chief  Executives  since 
Herbert  Hoover  has  a  library,  usu- 
ally situated  where  the  President  ei- 
ther grew  up  or  spent  a  large  part  of 
his  life. 

These  libraries  house  a  Presi- 
dent's papers,  gifts  and  memorabilia. 
Through  imaginative  exhibits,  they 
bring  the  President  and  his  times  to 
life.  They  provide  an  absorbing  edu- 
cation to  hundreds  of  thousands  of 
Americans  each  year,  a  particularly 
important  function  in  an  age  when 
too  many  of  our  schools  disparage  or  distort  our  past. 

The  anti-librarians  seek  to  amass  all  presidential  records 
in  Washington.  Thus,  they  want  to  cut  federal  support  of 
these  repositories  and  bar  President  Clinton  and  his 


All  the  living  Presidents  gladly  gathered  to- 
gether at  the  1991  Reagan  Library  opening 


This  lust  to  centralize  is  symptomatic  of  the  way  to 
many  Washingtonians  look  at  the  world.  They  have 
hard  time  understanding  that  there's  more  to  the  Unite 
States  than  what  happens  inside  the  Beltway.  In  this  di 
of  jet  travel,  it's  hardly  an  inconvenience  for  a  scholar  I 
travel  to  FDR's  library  in  Hyde  Park  rather  than  d 
Washington.  And  it  isn't  a  bad  thing  for  historians  an 
the  rest  of  us  to  recognize  how  bl 
this  country  is  and  how  leade 
emerge  from  all  parts  of  it. 

I  currently  serve  as  a  trustee  of  m 
Reagan  Library  and  have  never  bl 
grudged  the  time  spent  on  it.  I  fir) 
saw  a  presidential  library  over  thn 
decades  ago  while  station  wagonir 
cross-country  with  parents  and  si 
lings.  Going  through  Iowa,  we  saw 
sign  for  the  Hoover  Library  and  ( 
the  spur  of  the  moment  decided 
visit  it.  All  I  knew  of  Herbert  Hoover  then  was  that 
was  the  Depression  President.  The  library  was  my  fir 
exposure  to  other  parts  of  Hoover's  life,  particularly  h 
relief  efforts,  which  saved  the  lives  of  millions  in  Euro| 


successors  from  deciding  where  to  locate  their  papers.        during  and  after  World  War  I. 


EFFECTIVE  HELPER 

When  she  served  as  First  Lady  in  the 
mid-1970s,  Betty  Ford  never  got  a  frac- 
tion of  the  media  attention  that  is  now 
lavished  on  Hillary  Rodham  Clinton.  But 
she  may  end  up  doing  far  more  for  the 
good  health  of  a  good  many  people  than 
Mrs.  Clinton. 

In  the  White  House,  Mrs.  Ford  broke 
the  taboo  on  the  once  hush-hush  subject  of 
breast  cancer  by  publicly  discussing  her 
mastectomy.  Countless  women  were  en- 
couraged to  seek  early  detection  of  possible 
tumors,  the  key  to  surviving  this  dread  disease.  In  1978 
she  revealed  that  she  had  been  addicted  to  both  alcohol 
and  pills.  By  candidly  talking  about  these  afflictions,  she 


OF  THE  AFFLICTED 

gave  numerous  people  heart  to  battle  the 
addictions  and  repair  their  shattered  live 
Mrs.  Ford  cofounded  the  Betty  Fo| 
Center,  a  no-nonsense  hospital  for  tho 
who  have  become  dependent  on  drug 
alcohol  or  both.  Although  the  clinic  ge 
occasional  headlines  for  notables  who 
there,  its  patients  truly  come  from  all  waj 
of  life.  Mrs.  Ford  continues  to  lecture 
the  hospital  once  a  month. 

Often  greater  good  is  done  helping  pe< 
pie  by  private  actions  rather  than  by  concoc 
ing  some  impersonal  government  program  that  too  mai 
times  helps  the  bureaucracy  more  than  the  beneficiary. 
Betty  Ford's  high  place  in  the  nation's  history  is  secul 


UNMASKING  EVIL 

Fatherland — by  Robert  Harris  (HarperCollins,  $6.50).  ened  by  possible  revelations  of  the  still  largely  seer 
Have  plenty  of  suntan  lotion  handy  if  you  take  this  fast-     extermination  of  Europe's  Jews  during  World  War  II. 


paced  mystery  to  die  beach.  You  won't  stop 
reading  it  once  you've  started.  The  author 
makes  the  book's  preposterous  premise  plausi- 
ble. Nazi  Germany  beat  both  Russia  and  Britain 
in  World  War  II.  Hider's  scientists  quickly 
concocted  their  own  atom  bomb  after  we 
dropped  ours  on  Japan.  A  cold  war  ensued  with 
the  U.S.  The  date  of  the  book's  story  is  1964. 
The  Nazis,  drained  by  American-financed  guer- 
rilla warfare  in  Russia,  want  detente  with  VVash- 
ington.  But  this  high-level  diplomacy  is  threat- 


ROBERT  HARRIS 


Excerpt:  "All  countries  do  wicked  things 
wartime.  My  country  dropped  an  atom  bomb 
Japanese  civilians.  And  the  Americans  ha 
been  allies  of  the  Russians  for  the  past  20  yea\ 
Remember  what  the  Russians  did?"  There  n| 
truth  in  what  she  said.  Millions  had  died  in  t 
famines,  purges,  deportations  of  the  1930s, 
body  knew  the  exact  figure.  The  execution  pi 
the  torture  chambers,  thegulags  inside  the  Arc, 
Circle — all  were  now  preserved  by  the  GermA 
as  museums  of  Bolshevik  evil. 
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ONE  FREE  MONTH  OF  CALLS. 
PLEASE  CONTROL  YOURSELVES. 


AT&T  Corporate 


836  OOO  6780  0345 

J.  MUSCARDIN 
COMPANY  NAME 

International  Number  Auth.  Code 

891253  836  000  6780  3  50 


Get  the  AIM  Corporate  Calling  Card 
and  get  up  to  1  month  of  free*  calls. 

When  your  company  gets  the  AT&T  Corporate  Calling  Card, 
e's  no  question  who's  in  control.  You'll  be  able  to  manage 
of-office  calling  with  a  variety  of  competitive  savings  plans, 
omized  billing  and  enhanced  fraud  protection.  We've  even 
?ezed  in  one  month  of  free  calls  when  you  sign  up  now* 


Save  even  more  -  up  to  34% 
with  the  new  AK8T  SelectValue™  Plan. 

With  the  new  SelectValue™  Plan,  you'll  get  sub-minute  timing, 
discounted  service  charges  and  a  simplified  rate  schedule  that  can 
save  you  up  to  34%  on  virtually  every  out-of-office  call  made. 

Gain  real  control  over  card  usage  with  AT&T  Card  ProtectSM 
Service.  It  helps  prevent  unauthorized  use  by  offering  a  range  of 
measures  such  as  geographic  restrictions,  purchase  limits  and 
account  passwords  so  you  can  avoid  having  to  pay  for  calls  your 
employees  didn't  make. 

Save  time,  too,  with  AT&T  Card  EXECU-BILF4  Service.  Track 
charges  at  a  glance  with  a  bill  organized  to  best  suit  your  needs. 

Find  out  how  the  AT&T  Corporate  Calling  Card  can  be  a  perfect 
fit  with  your  company.  To  be  eligible  for  up  to  one  free  month  of 
calls  and  savings  of  up  to  34%,  call  your  AT&T  Account  Executive  or 
1-800-257-5809. 

AKT.  The  Best  in  the  Business." 


ing  tariff  effectiveness  Discounts  apply  to  your  interstate  and  international  calling  card 
e.  New  and  other  eligible  customers  who  subscribe  to  the  SelectValueSM  Plan  for  twelve 
ths  will  receive  credits  in  7th  and  13th  months  based  on  average  qualified  usage, 
mum  credit  of  $50,000.  Other  conditions  apply  Limited  time  for  free  month  offer 


AT&T 


ve 


/                     Power  supply  24  watts. 

Save  power  Help  save  the  earth.  >^ 

f           10  4"active  matrix  TFT  Color  Monitor  or 
/               PS/2  14"  Energy  Saver  Color  Monitor 

Either  one,  a  great  energy-saving  \ 
ergonomic  choice.  \ 

t                   New  Quiet*  Touch  keyboard  with 
\       TrackPomt  II.  And  optional  numeric  keypad 

One  is  right  where  you  write.  The  other 

is  right  where  you  calculate.  / 

\                Processor  486SLC2  50/25  MHz 
16KB  Cache.  Up  to  16MB  memory 

Who  says  you  can't  be  fast  and  powerful  / 
and  still  consume  less  power''  / 

\.                  Hard  disk  drive:  120MB 
PCMCIA  (2.01 )  slots:  4  Type 
^*"s^><iii>^  I  s  or  ll's  or  2  Type  Ill's. 

Lots  of  room  to  grow,  stretch . 
connect  and  add  new 
capabilities.  ^^^^ 

Human  by  design. 


PS/2®  E  is  here.  I  a-  hionabk  earl). 
More  than  a  in  w  tew 
vision.  \  new  hvd\  a  new  .-.pi rit , a 
new  kind  of  compute        •  power- 
ful 186SLC2  that  v.-      —  power 
than  other  PCs.  Dran     •  *!.».  U*ss. 
Energy  Star  eompliai    1  )esign«-d 
for  greater  reeyclabilit  ilK. 
ecolog)  meets  techno!  o 


Thin,  active  matrix  TFT  eolor 
screen.  A  masterpiece  on  your 
desk. Or  look  into  the  Energy 
Saver  Color  Monitor.  Large, 
crisp,  clear  images.  Easy,  flexi- 
ble, digital  controls.  CPU  base 
only  12" square,  2.5"  high 
(includes  PCMCIA).  Tuck  it 
away.  Out  of  sight.  No  fan. 
Hush,  hush.  And  verv  cool. 


Ergonomics  everywhere.  Flick 
free  screens.  Brilliant  colors. 
Borderless.  Two-part  keyboare 
truer  to  your  hands  and  habits 
^ith  unique  TrackPoint  11™ 
pointing  device  built  in.  Point 
where  you  want  the  cursor  to ; 
Works  like  the  tip  of  your  fins 
Welcome  to  natural  computiA 


mm 


or  (active  main  < 
3SS  Machines  Cc 


mm 


lially  available  in  limited  quantities  IBM.  PS/2,  Quiet  and  HelpCenter  are  registered  trademarks  and  TrackPoint  II  is  a  trader^ 
©  1993  IBM  Corp 


ecte 


it  with  existing  applications 
networks.  Or  as  a  stand- 
le.  Either  way,  it's  in  a  class 
sell.  Can  form  follow 
tion  to  truly  enlightened 
gn?  Absolutely.  Just 
•h  PS/2  E  lead  the  way. 


Look  into  the  future.  Call  your 
IBM  marketing  representa- 
tive or  the  Personal  Systems 
HelpCenter'at  1  800  772-2227 
lor  the  IBM  authorized  dealer 
nearest  you. 


Other  Comments 


Transparent  Ambition 

HE'S  everywhere.  Rough  Rider  Ross 
Perot  is  riding  high. 

His  thinly  veiled  goal  is  the  presi- 
dency in  1996.  Noway.  [He]  doesn't 
have  the  style,  substance  or  staying 
power. 

Sooner  or  later,  an  inquisitive  press 
and  an  intelligent  public  see  these 
soapbox  orators  as  narrow-minded 
and  simple-minded  martinets. 

Then,  the  demagogues  take  a  dive. 
Keep  your  seat  belt  at  the  ready,  Ross. 
-Al  Neuharth,  USA  Today 

Man  for  All  Seasons 

Contrary  to  the  image  that  country 
singers  are  hicks,  Johnny  Cash  is  well- 
read,  sensitive  and  interested  in  ideas. 
Having  prevailed  through  drug  ad- 
diction, divorce,  parenthood,  reli- 
gious conversion,  and  all  the  travails 
of  being  on  the  road  for  nearly  40 
years,  he  has  arrived  at  something 
that  can  only  be  called  wisdom. 

His  warm,  quavering  baritone 
seems  to  promise  meaning  and  com- 
passion whatever  personal  hell  you 
may  be  slogging  through.  His  live 
[prison]  concerts  reveal  a  communica- 
tion between  performer  and  audience 
of  almost  unbearable  intensity.  Some- 
how it  just  makes  sense  that  Johnny 
Cash  was  the  only  guy  hip  enough 
during  the  sixties  to  hang  with  both 


Bob  Dylan  and  Richard  Nixon. 
-Charles  M.  Young,  The  Atlantic 

If  you  think  health  care  is 
expensive  now,  wait  until  you 
see  what  it  costs  when  it's  free. 

-P.J.  O'ROURKE, 

The  American  Spectator 

Death  and  Taxes 

Peddlers'  earnings  vary  with  the 
weather  and  the  economy.  Louis 
Ndlovu  King  sold  10  handbags  during 
a  lunch  hour,  for  a  profit  of  $  1 50.  The 
next  day,  however,  it  rained  and  he 
received  next  to  nothing.  During  the 
winter,  he  was  forced  to  get  a  tempo- 
rary job  as  a  part-time  loan  officer  in  a 
bank.  At  $9  an  hour,  20  hours  a  week, 
he  made  less  money  than  he  does 
working  part  time  on  the  street.  "The 
taxes  really  kill  you,"  he  said. 
-Deborah  Sontag,  New  York  Times 

Key  to  the  Future 

Students  can  often  [elect  not  to 
take]  math  or  science  as  early  as  11th 
grade  and  can  graduate  from  37%  of 
American  colleges  without  taking 
any  history;  45%  without  literature; 
68%  without  both  math  and  science. 

Often  the  people  who  walk  through 
our  doors  can  recite  feminist  poetry 
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but  don't  knowa  word  about  econorr 
ics.  We  must  reinstate  tough  require 
mentsin  all  fields:  math, science,  hisu 
ry,  literature,  art,  language. 

Why  not  look  for  real -life  applies 
tions  for  your  teaching?  Invite  in  a  Wa 
Street  bond  trader  to  express  the  in' 
portance  of  math,  a  surgeon  to  discus 
the  importance  of  biology,  or  an  ecor 
omist  to  talk  about  the  use  of  calculu: 
Look  at  the  attraction  with  whic 
Nintendo  grabs  young  people.  Can 
we  find  a  way  to  harness  that  kind  c 
electronic  dynamism  and  put  it  int 
science  and  math  classrooms? 

The  key  to  success  is  a  passion  fc 
problem  solving.  It  just  may  occur  to 
1 0-year-old  that  a  350-year-old  prot 
lem  needs  solving.  Please  be  there  t 
help.  He  or  she  may  change  the  work 
-Jeffrey  M.  Cunningham,  Forbes 
Publisher,  at  GTE  Corp.'s  1993 
Grow  th  Initiatives  for 
Teachers  Recognition  Dinner 

Nothing  up  His  Sleeve 

The  artist  Jamie  Wyeth  never  hi 
visitors  in  his  studio  and  is  rare 
photographed  working.  He  remark 
"People  think  that  fire  shoots  out  • 
your  eyes  or  some  miraculous  evei 
occurs  when  you  create  a  work  • 
art.  Certainly  it  is  a  strange  act:  Yc 
take  a  stick  with  some  hair  on  tl 
end  of  it  and  put  it  into  somethir 
called  paint  and  transfer  that  to 
piece  of  cloth.  It  certainly  is  a  cui 
ous  occupation." 

-Mario  Amaya,  Architectural  Dige 

Other  Side  of  the  Tracks 

After  he  became  President,  John  T 
ler  decided  to  take  a  trip  and  sent  \ 
son  Bob  to  order  a  special  train.  Tl 
railroad  superintendent,  a  devo 
Whig,  told  Bob  that  he  didn't  n 
special  trains  for  Presidents.  "What 
cried  Bob,  "didn't  you  furnish  a  sp 
cial  train  for  the  funeral  of  Genei 
Harrison?"  "Yes,"  said  the  superi 
tendent.  "And  if  you  will  bring  yo 
father  here  in  that  shape,  you  sh 
have  the  best  train  on  the  road!" 
-Paul  F.  Boller  Jr., 
Presidential  Anecdotes  I 
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everyone  else  was 
keeping  up  witk  tke 
latest  designer  faskions, 
you  were  into  INVESCO's 
Growtk  Fund. 


And 


ided  up  ki 


you  enaea  up  nuyin^ 
one  beautiful  ^own. 


if  you  don't  want  to  risk 
your  children's  future  on  an 
aggressive  investment  strategy, 
tut  you  would  like  your  capital 
to  appreciate  over  trie  long-term, 
INVESCO's  Growtk  rutin 
could  lie  the  smart  choice  for 
you.  In  selecting  securities  for 
investment,  we  first  search  for 
strong,  well-estahlished  companies 
with  annual  earnings  growing 
faster  than  average.  Th  en  we 
looh  for  those  that  reinvest 
their  earnings  bach  into  the 
husiness  —  hecause  that  helps 
create  future  growth. 

To  reduce  your  risk, 
INVESCO's  Growth  Fund 
employs  a  strongly  disciplined 
management  approach.  Careful 
screening,  fundamental  and 
quantitative  analyses  and 
rigorous  selling  rules,  all  work 
together  in  selecting  the  Fund's 
investments. 

The  Growth  Fund  is  one 
of  the  smart  choices  from 
INVESCO,  investment 
advisers  for  over  60  years  and 
part  of  the  $60  billion  INVESCO 
global  investment  management 
network.  Call  today  and  see  how 
the  Growth  Fund  can  help  you 
dress  for  success. 


INVESCO's  Growth  Fund 

Annualized  Return  Through  June  30, 1993 


One  Year 

18.61% 

Three  Year 

11.88% 

Five  Year 

1451% 

Ten  Year 

10.74% 

Fifteen  Year 

14.05% 

Twenty  Year 

12.16% 

INVESCO 
FUNDS  GROUP 

Just  one  of  the 
smart  choices  you've  made. 

1-800-525-8085 


:e  is  no  guarantee  of  future  results.  Total  return  assumes  reinvestment  oi  .ill  dividend  and  capital  gain  distributions.  Investment  return  and  principal  value  will  fluctuate  SO  that,  when  redeemed, 
ires  may  lx"  wonh  more  or  less  than  their  original  tost.  For  more  complete  information,  including  management  lees  and  expenses,  call  lor  a  prospectus.  Read  the  prospectus  Girefullv  before  vou 
loney.  INVESCO  Funds  Group,  Inc.,  Distributor. 


From  chemistry  to  candy  bars,  more  global 

BECAUSE  Citibank  forges  solid,  long-term  relationships  with  its  customers— over  70  years! 
with  Dow  and  Nestle.  BECAUSE  Citibank  has  established  an  extraordinary  record  in  foil 
exchange,  ranked  number  one  by  customers  worldwide  for  15  consecutive  years.  BECAUSE  no  I 


es  choose  Citibank  than  any  other  bank. 

an  match  Citibank's  expertise  and  experience  in  emerging 
:s— over  90  years  in  Asia,  and  75  years  in  Latin  America. 

AUSE    THE    CITI    NEVER    SLEEPS:  CITIBANKS^ 


FREE  Special  Report 


t  he  6  Most  Costly  Estate  Planning  Mistakes 

Made  By  Those  Worth  $3  Million  to  $250  Million 


Tragically,  you  may  be  making  two 
or  three  of  these  mistakes  costing 
you  millions  of  dollars. 

That's  why  Barry  Kaye  has  prepared  a  FREE  Special  Report: 
12  Wealth  Preservation  Strategies,  that  he'd  like  to  send  you.  This 
exclusive  report  reveals  easy  steps  you  can  take — right  now — to 
legally  avoid  each  mistake  and  reduce  your  estate  tax  cost  up  to  90%* 


Barry  Kaye,  America's  #/ 
expert  on  estate  tax  cost 
discounts . . .  author  of 
Save  A  Fortune  On  Your 
Estate  Taxes . . ,  and 
founder  and  chairman  of 
Wealth  Creation 
Centers5"— America  s 
Foremost  Estate  Tax 
Cost  Discount  Specialists. 


#  J 


worth  to  estate  tax  costs. 


Death  and  estate  taxes  are  inevitable.  FACT:  Uncle 
Sam  is  due  the  money  owed  by  your  estate  upon  your 
death.  Nobody  —  not  your  attorney,  your  financial 
planner  or  your  accountant  —  can  change  that.  But  the 
big  question  is:  WHO  will  pay  your  estate  taxes? 

Without  proper  estate  planning,  your  heirs  will  be 
100%  responsible  for  paying  these  taxes.  Over  a 
$3,000,000  estate,  they'll  pay  55%  in  estate  taxes. 

But  in  your  FREE  Special  Report,  12  Wealth  Preserva- 
tion Strategies,  Barry  Kaye  reveals  a  proven,  no-risk 
concept-based  on  current  assumptions — he  calls  The 
Wealth  Transfer  SystemSM.  Using  this  concept,  you  can 
legally  reduce  your  estate  tax  costs  by  up  to  90%  and  pass 
on  nearly  two  times  more  money  to  your  heirs  —  income 
and  estate  tax  FREE! 

#  O    Failing  to  leverage  your  IRA,  Keogh  or 
m*    pension  to  protect  your  estate. 

In  your  FREE  Special  Report,  12  Wealth  Preservation 
Strategies,  you'll  discover  proven  strategies  Barry 
Kaye  uses  to  help  his  clients  multiply  their  retirement 
accounts  and  legally  transfer  10-20  times  more  money 
to  their  heirs. 

#  O    Believing  your  municipal  bonds  are 
O    completely  tax  free.  (They're  not). 

In  your  FREE  Special  Report,  12  Wealth  Preservation 
Strategies,  Barry  Kaye  explains  exciting  new  municipal 
bond  alternatives  that  can  effectively  guarantee  thatyour 
muni  bond  monev  will  become  income  AND  ESTATE 
TAX  FREE. 


# 
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Thinking  liquidity  will  protect  you  from 

the  devastation  of  estate  taxes. 

In  your  FREE  Special  Report,  12  Wealth  Preservation 
Strategies,  Barry  Kaye  will  explain  why  liquidity  will 
give  you  a  false  sense  of  security.  He'll  show  you  how  to 
turn  your  liquidity  into  protection  for  your  family  and 
multiplied  wealth  for  your  heirs. 


What's  more,  you'll  discover  how  to  avoid  other 
mistakes  like  #5  -  giving  your  favorite  charity  only  a 
fraction  of  what  you  could  give  them  and  #6  -  solely 
depending  on  a  "general"  insurance  agent,  CPA, 
attorney  or  financial  planner  for  estate  planning.  Now, 
you  can  discover  the  same  strategies  used  by  some  of 
America's  wealthiest  families  in  a  FREE  Special  Report  by 
Barry  Kaye,  12  Wealth  Preservation  Strategies. 

To  receive  your  FREE  Special  Report . . . 


CaU  Toll  Free  1-800462-5433 

Monday-Friday,  8:30-5:30  PST 

•  For  your  FREE,  No-Obligation  copy  of  the 
Special  Report:  12  Wealth  Preservation 
Strategies  By  Barry  Kaye 

•  For  a  FREE,  No-Obligation,  confidential 
proposal  on  saving  a  fortune  in  estate  taxes. 
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Wealth 

Presejvation 

Straticies 


Bun  Ka» 


Available  in  fine 
bookstores  everywhere 

"Much  useful  advice  from  a  man  who 
has  so  much  useful  advice  to  give." 
—  Malcolm  S.  Forbes,  Jr. 
President  &  Editor-in-Chief, 
Forbes  Magazine 


FORTUNE 
ON  YOUR 
ESBCTE 

Itmes 

BARRY  KAYE  I 


I 


Wealth  Creation  Centerssm 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 


Call,  fax  or  write: 
1901  Avenue  of  the  Stars,  Suite  500 
Los  Angeles,  California  90067 
1-800-662-5433  •  310-277-9400  •  FAX:  310-282-0775 

©1992  Wealth  Creation  Centers 

*  Discounted  tax  costs  based  on  current  assumptions,  other  requirements 
and  a  iast-to-die  life  insurance  policy  or  an  individual  policy. 


CAVEAT:  This  is  only  effective  if  you  are  over  age  60,  worth  over  $3  million,  have  excess  funds,  and  can  qualify . 


THE  HYPERBOLE  SUMMIT 

[DENT  Clinton's  first  major  foray  into  foreign  policy 
bject  virtually  forbidden  during  his  campaign)  indi- 
all  too  clearly  that  his  policies  and  behavior  will  be 
rned  by  his  campaign  tactics  rather  than  by  the  best 
:sts  of  the  U.S.  and  our  friends, 
ere  was  some  discussion  among  the  President's  aides 
whether  or  not  President  Clinton  should  even  go  to 
immit.  They  feared  he  would  be  viewed  as  following 
esident  Bush's  footsteps,  being  concerned  with  for- 
policy  instead  of  concentrating  only  on  the  econo- 
lt  became  clear  that  this  would  be  too  drastic  an 
>ach  and  might  lose  Clinton 


The  summiteers:  They  agreed— to  meet  again 
next  year. 


support  among  those  Dem 
s  who  understand  that  all  is- 
have  both  a  foreign  and  do- 
c  content. 

was,  therefore,  resolved  that 
would  be  referred  to  as  a 
i"  summit.  The  President 
d  give  the  appearance  that  he 
i  Japan  only  to  get  more  jobs 
mericans,  and  the  communi- 
nd  everything  coming  out  of 
Limmit  had  to  reflect  that  he 
here  to  improve  our  domestic 
:>my.  Clinton  blew  his  lines  once  by  acknowledging 
:he  boundary  between  domestic  and  foreign  policy 
>  is  so  blurred  as  to  be  virtually  invisible.  This  gave 
to  those  who  have  always  understood  the  global 
e  of  our  economy. 

e  White  House  campaigners  tried  their  best  to 
nize  this  statement,  however,  by  emphasizing  Presi- 
Clinton's  tough  talk  to  the  Japanese,  his  tell- 
lem  (or  so  it  was  reported)  that  they  had  to  reduce 
imounts  of  their  products  available  to  an  eager 
ican  market. 

e  communique  did  mention  unemployment  as  a 
it  threat,"  to  no  one's  great  surprise,  and  this  was 
J  as  a  major  triumph  for  the  President.  However, 
eal  hyperbole  came  in  describing  the  President's 
it  achievement"  of  negotiating  a  "framework" 
ment  to  guide  future  trade  negotiations  with  the 
tese — negotiations  designed  to  force  Japan  to  stop 
g  so  many  things  to  Americans  that  Americans 
to  buy. 


Japan  resisted  our  supposedly  nonnegotiable  demands 
that  all  trade  talks  must  lead  to  specific  dollar  amount 
reductions  in  the  $50  billion  Japanese  trade  surplus,  that 
the  reductions  occur  annually,  and  that  Japan  must  agree 
to  the  specific  amounts  to  be  reduced  each  year.  These 
amounts  were  alternately  called  "quotas"  or  "targets"; 
obviously,  the  Japanese  would  not  agree  to  either. 

The  President's  "great  triumph"  was  Japan's  agree- 
ing to  consider  some  reductions  in  the  trade  balance, 
measured  by  "objective  criteria."  This  struck  some, 
including  responsible  Japanese  businessmen,  as  a  for- 
mula they  could  live  with:  No 
one  knows  what  it  means,  and 
two  years  could  be  added  to  the 
negotiations   just   in   trying  to 
agree  to  what  would  constitute 
"objective  criteria." 

The  wildly  enthusiastic  re- 
sponse by  the  President's  staff  to 
the  summit's  achievements  re- 
minded this  old  Californian  of 
Governor  Pat  Brown's  famous 
statement  many  years  ago.  After 
viewing  a  flood  in  California, 
Brown  announced  that  "This  is 
hit  California  since  I  was  elected 


the  worst  disaster  to 
Governor." 

To  be  frank,  the  most  that  can  be  said  of  this  summit  is 
that  it  was  an  inoffensive  gathering  during  which  no  one 
committed  any  obvious  protocol  mistakes  and  that  the 
leaders  agreed  to  meet  again  next  year. 

Mr.  Clinton's  Administration  refuses  to  recognize  that 
its  essentially  stupid  criticisms  make  it  difficult  for  the 
U.S.  to  secure  and  maintain  the  best  possible  relationship 
with  Japan,  whose  economic  strength  and  strategic  im- 
portance are  integral  to  U.S.  interests. 

The  U.S.  must  use  effective  methods  that  will  encourage 
Japan  to  open  its  markets  to  us.  We  will  get  nowhere  by 
demanding,  in  increasingly  harsh  terms,  that  Japan  stop 
selling  products  to  Americans.  And  since  Japan  is  manufac- 
turing a  significant  amount  of  these  products  in  the  U.S., 
thereby  creating  many  jobs  for  American  laborers,  a  sum- 
mit conducted  without  apparent  knowledge  of  these  basic 
tacts  can,  despite  all  the  White  House  staff  proclamations, 
do  more  to  lose  American  jobs  than  to  produce  them.  KM 
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For  more  than  a  century  and  a  half,  Patek  Philippe  has  been  known  as 
the  finest  watch  in  the  world.  The  reason  is  very  simple.  It  is  made 
differently.  It  is  made  using  skills  and  techniques  that  others  have  lost 
or  forgotten.  It  is  made  with  attention  to  detail  very  few  people  would 
notice.  It  is  made,  we  have  to  admit,  with  a  total  disregard  for  time.  If 

a  particular  Patek  Philippe 
movement  requires  four 
years  of  continuous  work  to 
bring  to  absolute  perfection 
we  will  take  four  years.  The 
result  will  be  a  watch  that 
is  unlike  any  other.  A  watcl 
that  conveys  quality  from 
first  glance  and  first  touch. 
A  watch  with  a  distinction: 
generation  after  generation 
it  has  been  worn,  loved  an( 
collected  by  those  who  are 
very  difficult  to  please; 
those  who  will  only  accept 
the  best.  For  the  day  that 
you  take  delivery  of  your 
Patek  Philippe,  you  will  hav 
acquired  the  best.  A  watch  thi 
tells  you  something  about 
yourself,  quietly  reflecting 
your  own  values.  A  watch 
that  was  made  to  be  treasurec 


PATEK  PHILIPPE 

GENEVE 


For  current  informative  brochures  please  write  to: 
Patek  Ph.lippe.  1  Rockefeller  Plaza.  Suite  930  (F).  New  York,  NY  10020 
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A  rougher,  tougher  Fed 


A  SIGNIFICANT  CHANGE  in  Federal  Reserve  pol- 
icy underlies  Alan  Greenspan's  tough  testimony 
to  Congress  in  late  July.  The  Fed  has  decided 
to  go  on  the  offensive  against  inflationary  expec- 
tations and  has  dropped  its  traditional  role  as  a 
market  follower. 

What's  going  on  is  a  tricky  balancing  act. 
The  Fed's  plan  appears  to  be  that  it  will  be  ready 
to  act  once  the  size  and  scope  of  the  budget 
package  is  known.  (It's  described  privately  in- 
side the  Fed  as  "an  impending  fiscal  disas- 
ter.") Then,  as  it  becomes  clear  just  how  stagfla- 


tionary  the  tax-and-spend  package  is  at  a  time 
of  slow  growth,  the  Fed  will  step  in  and  raise  the 
Federal  Funds  Rate,  most  likely  by  50  basis 
points,  to  3.5%  or  so. 

All  eyes  should  be  on  the  bond  market.  If 
fixed-income  investors  believe  that  the  Fed's 
move  will  be  enough  to  curb  any  inflationary 
effect  from  the  budget,  then  the  Fed  hopes  that 
long  rates  will  resume  their  fall,  which  began 
in  1982.  Lower  rates,  goes  the  final  piece  in  this 
Fed  jigsaw,  might  help  prevent  the  economy 
from  sliding  back  into  recession. 


The  bond  market  has  already  tightened  in  anticipation 


Machiavellian?  More  than  a  little,  but  it  is  a 
welcome  change  from  the  Fed's  traditional  role, 
says  Stephen  Roach,  economic  director  of 
Morgan  Stanley.  This,  he  says,  has  been  to  ex- 
amine past  inflation  data  in  excruciating  de- 
tail, but  to  miss  what's  actually  under  way  and 
thereby  act  too  late — either  to  squash  rising 
inflation  or  to  act  to  prevent  recession. 

No  sooner  had  Greenspan  testified  to  Con- 
gress than  rates  headed  upward  a  notch,  as  the 


market  discounted  much  of  the  expected  in- 
crease in  the  Fed  Funds  Rate.  The  yield  on  the 
30-year  Treasury  bond  rose  from  a  low  of 
6.53%  on  July  19,  before  Greenspan  spoke,  to 
around  6.7%  and  seemed  to  stick  there.  The 
ten-year  Treasury  rose  from  5.68%  to  5.91%. 

These  bonds  are  important  in  setting  home 
mortgage  rates,  which  will  therefore  reverse 
their  downward  slide — bad  news  for  the  Clin- 
ton people. 


'We'll  know  it  when  we  see  it" 


The  road  to  economic  hell — a  spooked 
bond  market,  rising  inflationary  expectations 
and  recession — is,  of  course,  paved  with  fine 
intentions  such  as  the  Fed's.  Will  Greenspan  and 
his  colleagues  have  the  political  courage  to 
act?  On  this  there  are  as  many  opinions  as  there 
are  economists  watching  the  bond  market. 

Roach,  for  example,  expects  at  least  some 
action  from  the  Fed  and  says  he's  turned  mod- 
estly bullish  on  bonds. 

On  the  other  hand,  H.  Erich  Heinemann, 
chief  economist  of  Ladenburg,  Thalmann  & 
Co.  and  a  noted  monetarist,  says  he's  pro- 
foundly skeptical  that  the  Fed,  or  Greenspan, 
has  the  willpower  to  act  in  so  politically  un- 
popular a  manner.  Heinemann  feels  "the  bad 
stuff"  (he  means  inflationary  fears)  has  yet  to 
hit  the  fan,  "but  they've  started  to  tip  the  buck- 
et." He's  bearish  on  bonds. 

In  the  middle  is  Lawrence  Kudlow,  chief 
economist  at  Bear,  Stearns.  Kudlow  hopes  the 
Fed  will  act.  "If  it  doesn't,"  he  says,  "long 
bonds  will  sell  off  severely."  Without  tough  Fed 
action,  Kudlow's  forecasting  a  full  one-point 
increase  in  rates  by  next  spring. 

So  how  soon  might  the  Fed  raise  rates?  The 
best  guess  is  not  until  the  budget  deal  is  passed. 
"September  will  be  a  dangerous  month,"  says 
Kudlow. 

Timing  will  depend  to  a  large  extent  on 


what  happens  to  the  bond  market  once  the 
budget  package  is  complete.  The  yield  curve, 
the  gap  between  long  and  short  rates,  will  pro- 
vide a  good  indicator.  Since  the  Fed  first 
leaked  its  intention  of  becoming  more  proactive 
in  the  fight  against  inflation  in  April,  this  gap 
had  started  to  narrow — the  curve  to  flatten — 
significantly.  It  had  declined  from  over  3.9 
points  in  early  May  to  around  3.25  points  just 
before  Greenspan  dropped  his  bombshell  on 
Congress.  It  is  now  around  3.5  points. 

If  the  Fed's  plan  is  successful,  the  yield  curve 
will  once  again  flatten;  if  not,  watch  out. 

Making  it  harder  for  Fed  watchers  is  the  fact 
that  Greenspan  made  it  clear  the  Fed  has 
dropped  using  money  supply  growth  as  its 
main  policy  guideline.  Now  the  Fed  is  using  a 
potpourri  of  indicators.  These  include: 
whether  the  funds  rate  is  negative  in  real  terms 
(it's  now  around  zero);  inflation  expectations, 
as  measured  by  the  University  of  Michigan  con- 
sumer survey;  recent  wage  settlements;  gold 
prices  (to  keep  Fed  Governor  Wayne  Angell 
happy);  and  movements  in  the  commodities 
futures  markets. 

But  the  Fed  is  also  being  pragmatic.  As  one 
governor  put  it:  "It's  a  bit  like  the  Supreme 
Court  and  pornography.  We'll  know  rising 
inflationary  expectations  when  we  see 
them."  S*v 
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BY  ROBERT  ROSENSTEIN 

Current  238.3* 
Previous  238.2t 
Percent  change  0.0% 

The  rorbes  Index  (1 967=100) 
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June  was  a  slow  month  at  the  checkout  counter:  retail  sales 
rose  just  0.4%  from  May  to  June.  But  measured  over  the 
first  six  months  of  1993,  total  retail  sales  are  5.9%  ahead  of 
1992's  first  half.  Subtract  inflation,  and  you  have  a  2.7% 
net  gain. 

Meanwhile,  low  interest  rates  may  finally  be  moving 
some  houses.  Housing  starts  (net  of  seasonal  adjustments) 
increased  in  each  of  the  first  six  months  of  1993.  The 
nearly  1 30,000  homes  started  in  June  represent  a  1 0%  gain 
over  June  1992;  the  1993  first  half  is  up  1.1%  over  1992. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1992' 

Ward's  Automotive 

6.3% 

Index  of  leading  indicators  May  vs  Apr 

Dept  of  Commerce 

-0.3% 

Trade  balance  12  months  ended  May  1993 

Dept  of  Commerce 

-$98  bil 

All-commodity  producer  price  index  June  vs  May2 

Dept  of  Labor 

-0.1% 

GDP  1st  quarter  vs  4th— annualized  growth 

Dept  of  Commerce 

0.7% 

M2  (3-month  change) — annualized  growth3 

Federal  Reserve 

2.9% 

1  U.S.-based  manufacturers,  excludes  imports,  as  of  7/10/93. 2  Wholesale  goods. 3  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Services    *  Total  index 
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140 


130 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


Inventories    •   New  orders 


270 


Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 


111 


109 


140 


107 


105 
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Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 


475 


425 


New  unemployment  claims  average  (or  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 

M  J  J  A  S  ON  0  J  F  M  A  M  J 


375 


325 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


175 


165 


155 


145 


Retail  sales  !$biilions). 

seasonally  adjusted  (Dept  of  Commerce) 
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3100 


3000 


2900 


2800 


Personal  income  (Sbillions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


758 


748 


738 


728 


Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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tow  there's  an  air  suspension  system  for  every  size  budget. 

additional  improvements  to  speak  of. 

Like  a  new  4.2  liter  V-8  engine.  Elec- 
tronic traction  control.  And  a  108" 
wheelbase  that  makes  this  the  roomiest 
Range  Rover  ever  built. 

Why  not  try  one  on  for  size  by  calling 
1-800-FINE  4 WD  for  the  nearest  dealer? 

Granted,  these  new  County  LWBs  are 
hardly  inexpensive. 

But  considering  how  sturdy  and 
comfortable  they  are,  we  think  you'll 
end  up  wanting  a  pair. 


very  technology  that  created 
olution  in  running  shoes  is  now 
ting  one  in  Range  Rovers, 
's  called  air  suspension, 
nd  beneath  the  rugged  chassis  and 
ent  interior  of  the  1993  Range  Rover 
nty  LWB,  you'll  find  it  doing  things 
spring  suspensions  just  can't  do. 
ike  monitoring  the  vehicle's  height 
times  per  second.  Muting  road  and 
n  noise  to  substantially  lower  levels, 
iding  a  smoother  ride  on  a  variety 


of  surfaces.  As  well  as  five  different 
height  settings  to  suit  a  variety  of  condi- 
tions. It  can  even  be  lowered  enough 
to  make  getting  in  and  out  easier. 
Of  course  there  are  also  over  80 


RANGE  ROVER 


Were  he  writing  his  dark  satires  today,  Evelyn  Waugh 
wouid  have  a  bail  with  the  U.S.'  food  aid  to  Russia. 


Food  mischief 


By  Peter  Fuhrman 

"We  ARE  TRYING  to  do  something  for 
charity, "  sighs  David  Mitchelson, 
first  mate  on  the  U.S.S.  Aspen,  "and 
the  Russians  have  just  shut  us  down." 

The  Aspen,  a  20-year-old  oil  tanker 
converted  to  haul  grain,  arrived  in  the 
Russian  Black  Sea  port  of  Novoros- 
siysk on  June  4  loaded  with  60,000 
tons  of  wheat  donated  by  the  U.S. 
government  to  the  ex-Soviet  republic 
of  Kyrgyzstan.  To  get  the  Aspen's 
cargo  unloaded,  port  officials  de- 
manded, and  got,  hard  currency 
bribes  of  $150,000  for  the  Russian 
stevedores.  Once  paid,  the  stevedores 
unloaded  a  few  tons  and  then  quit. 

After  swinging  at  anchor  for  five 
weeks,  at  a  running  cost  of  around 
$35,000  a  day,  the  Aspen  trans- 
shipped its  cargo  to  two  smaller  Indi- 
an vessels.  They,  too,  have  been  de- 
nied permission  to  unload.  The 
Aspen's  American  agent  now  guesses 
it  will  cost  at  least  $2.4  million  in 
various  payoffs  to  get  the  $9  million 
worth  of  grain  onto  Russian  soil. 

Welcome  to  the  world  of  U.S.  food 
aid.  What  happened  to  the  Aspen  is 
not  an  isolated  incident.  In  Russia's 
other  main  port,  St.  Petersburg,  an- 
other converted  U.S.  tanker,  the 
Chestnut  Hill,  recently  faced  the  same 
sort  of  delays  and  corruption  when  it 
attempted  to  unload  its  cargo  of  do- 
nated grain.  Cargoes  of  grain  "disap- 
pear" at  the  ports.  Another  trick  em- 
ployed by  Russian  traders  is  to  stock- 
pile donated  U.S.  wheat  for  a  couple 
of  months,  waiting  for  Russia's  high 
inflation  to  drive  up  the  local  price. 

Who  will  pick  up  the  tab  for  all  this 
waste  and  corruption?  You,  the  Amer- 
ican taxpayer. 

Even  by  the  notorious  standards  of 
U.S.  foreign  food  aid  programs — ag- 


ricultural credit  programs  have  lost 
$6.5  billion  since  1981 — the  two- 
year-old  program  for  the  former  Sovi- 
et Union,  the  largest  such  aid  scheme 
ever  undertaken,  is  inefficient  and 
counterproductive.  It  promises  to  be- 
come more  so.  Consider: 

■  In  November  1992  the  Russians 
quietly  defaulted  on  interest  pay- 
ments on  $4.2  billion  in  U.S.  agricul- 
tural credits  granted  since  1991.  The 
U.S.  Department  of  Agriculture  has 
already  paid  out  $400  million  to 
banks  holding  Russian  claims.  De- 
spite this,  when  President  Clinton 
met  Russia's  Boris  Yeltsin  in  Vancou- 
ver in  April,  Clinton  came  across  with 
a  new  program  of  $500  million  in  free 
food  and  concessionary  credits,  plus 
$125  million  in  subsidies  to  cover 
shipping  costs.  (Other  ex-Soviet  re- 
publics will  get  another  $300  million 
in  new  food  aid.) 

■  Because  U.S.  law  requires  75%  of 
the  U.S.'  food  aid  to  be  shipped  on 
U.S.  ships,  whose  costs  are  the  highest 
in  the  world,  shipping  the  foodstuffs 
to  Russia  already  costs  U.S.  taxpayers 
heavily.  The  shakedowns  and  long 
delays  in  unloading  in  Russian  ports 
have  lifted  U.S.  rates  even  more,  to 
over  $70  a  ton,  three  times  the  rate 
quoted  for  such  shipments  to  Russia 
by  foreign-flagged  ships.  Even  so, 
U.S.  shippers  say  they  are  losing  mon- 
ey on  many  shipments. 

Isn't  a  few  billion  dollars  a  small 
price  to  pay  to  stave  off  dire  food 
shortages  and  localized  famines 
throughout  Russia?  Perhaps,  if  there 
were  shortages.  But  even  U.S.  aid 
people  now  concede  Russia  has  ample 
supplies  of  food.  The  Russian  govern- 
ment seems  to  agree  and  has  stalled 
for  over  three  months  filing  the  U.S. 


paperwork  to  unleash  the  massi 
shipments  agreed  on  in  Vancouver. 

Fraud  is  rampant.  Russians  i 
volved  in  distributing  U.S.  wheat  a 
illegally  milling  it  into  flour,  whi 
they  then  reexport  to  Central  Asi 
republics.  Likely  profit  to  the  Russi 
millers  and  middlemen:  $120  a  to 

Donated  American  hot  dogs  i 
being  sold  from  small  kiosks  all  o\ 
Moscow.  These  kiosks,  according  u 
senior  U.S.  State  Department  offici 
are  owned  by  the  son  of  a  Russi 
minister  in  charge  of  allocating  t 
hot  dogs  to  the  needy. 

The  company  at  the  center  of  ma 
of  these  shenanigans  is  Exportkhlc 
Russia's  main  grain  importer.  Duri 
communist  times,  Exportkhleb  ov 
saw  commercial  imports  of  4  milli 
tons  of  food  a  year.  It  also  directed  t 
U.S.  credit  program  that  led  to  1 
default  in  1992. 

Under  the  new  Clinton  progra 
Exportkhleb   will   be  involved 
spending  this  year's  new  $434  millil 
in  U.S.  credits  to  Russia.  The  terl 
on  the  loan  are  exceptionally  gen 
ous:  15  years  to  repay,  with  a  7-y 
grace  period  and  an  average  ann 
interest   rate    of  3.5%.  (Salon- 
Brothers,  which  trades  Russian  de 
says  such  a  loan  would  fetch  less  tl 
20  cents  on  the  dollar  on  the  secoi 
ary  market.) 

After  taking  delivery  of  the  L 
grain  it  buys  with  U.S.  money, 
portkhleb  will  then  resell  much  o 
throughout  Russia,  keeping  mucr 
the  proceeds  for  itself  while  pass 
the  debt  on  to  the  Russian  state. 

Profits  accrue  to  Russian  entred 
neurs  in  other  ways.  A  sister  comp 
of  Exportkhleb,  New  York-bai 
Granitex  Corp.,  has  just  been  pu 
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rge  of  arranging  shipments  of  3 
lion  tons  of  aid  grain  to  Russia, 
mitex  earns  a  commission  of  2.5% 
the  total  cost  of  transporting  the 
in.  So  the  longer  the  delays  in  port, 
more  money  Granitex  and  its 
reholders  make.  Besides  Ex- 
tkhleb,  Granitex's  other  share  - 
ders  include  the  main  Russian 
ts  of  St.  Petersburg  and  Novoros- 
k,  among  others.  This  violates 
tflict-of-interest  provisions  of  U.S. 
d  aid  legislation. 

dter  the  Clinton-Yeltsin  meeting 
/ancouver  in  April,  the  U.S.  con- 


Caresbac's  Russian  partner  elected  to 
stockpile  the  butter  in  a  refrigerated 
warehouse.  When  two  American 
Caresbac  employees  tried  to  reclaim 
the  butter,  their  lives  were  threat- 
ened. The  USDA  told  them  to  leave 
Russia  immediately. 

The  U.S.  food  and  money  are  still 
pouring  down  the  drain.  In  late  July, 
for  example,  the  USDA  arranged  for 
the  U.S. -flagged  Mormacsky  to  ship 
36,000  tons  of  donated  feed  wheat  to 
Russia.  This  wheat,  bought  by  the 
USDA  as  part  of  its  mandatory  inter- 
vention program  last  fall  for  $130  a 


tons  of  rice  to  European  Russia,  even 
though  European  Russians  eat  little 
of  it.  The  certain  result:  The  rice  will 
be  sold  cheaply  to  Russian  traders  and 
then  reexported,  at  a  profit  of  maybe 
$50  a  ton,  to  republics  where  rice  is  in 
shorter  supply. 

"We  keep  trying  to  explain  to  the 
Russians  that  this  sort  of  activity 
breaks  American  aid  laws,'1  says  a  top 
USDA  official  administering  food  aid, 
"but  we're  getting  nowhere." 

All  this  might  read  like  farce,  but 
there's  also  a  very  dark  side:  the  im- 
pact of  U.S.  food  aid  on  Russian 


ident  Bill  Clinton  made  Russia's  Boris  Yeltsin  an  offer  at  Vancouver 

II  send  you  loads  of  rice,  hot  dogs,  peanut  butter— all  very  nice,  very  cheap. 


ed  a  key  Russian  demand  that 
)s  arriving  with  humanitarian  grain 
now  have  to  obey  "customs  of  the 
t."  This  means,  in  effect,  that 
se  ships  will  have  no  priority  and 

have  to  join  the  line  of  ships 
ting  to  dock.  Port  authorities  hint 
t  delays  could  run  up  to  two 
nths  or  more.  Happy  Granitex. 
Lussian  Vice  President  Alexander 
:skoi  has  complained  openly  that 

humanitarian  food  programs  are 
ng  run  like  a  vast  criminal  enter- 
ic A  case  in  point:  In  St.  Peters- 
g  a  U.S.  volunteer  group  called 
esbac,  an  offshoot  of  the  charity 
-e,  was  given  3,600  tons  of  surplus 
>.  butter  to  sell  to  local  shops 
3ugh  a  Russian  partner  firm.  But 


ton,  is  of  the  lowest  quality  and  so  of 
little  use  to  Russian  livestock  farmers. 
Yet  shipping  the  stuff  is  costing  a 
staggering  $91  a  ton,  so  U.S.  taxpay- 
ers will  be  out  $8  million  on  this  one 
cargo  alone. 

So  why  does  this  wasteful  food  aid 
program  continue?  American  farmers 
benefit,  too.  The  food  items  that  the 
U.S.  chooses  to  make  available  to  the 
Russians  are  mainly  those  where  there 
are  massive  surpluses,  built  up  at  U.S. 
taxpayers'  expense.  In  Vancouver 
Yeltsin  asked  for  feed  grain,  to  help 
Russia's  livestock.  He's  getting  some 
feed  grain,  but  also  a  lot  of  sugar, 
pork,  chicken,  soymeal  and  peanut 
butter  he  didn't  ask  for. 

The  U.S.  will  also  provide  87,000 


farmers.  Let's  think  it  through.  The 
shipping  delays  mean  that  the  U.S. 
grain  will  begin  arriving  in  Russian 
ports  in  late  September,  at  precisely 
the  time  that  the  Russian  grain  harvest 
is  coming  in.  This  spells  certain  disas- 
ter. There  is  no  grain  storage  capacity 
at  the  Russian  ports,  so  the  U.S.  food 
aid  must  be  unloaded  from  cargo 
vessels  at  ports  directly  into  railcars. 
Yet  these  same  railcars  are  required  to 
get  the  Russian  harvest  to  market. 
Since  Exportkhleb  and  the  ports  con- 
trol the  railcars,  it  seems  inevitable 
that  Russia's  farmers  will  lose  out, 
their  grain  left  to  rot  in  the  fields. 

Question:  If  that  happens,  will  the 
media  and  the  food  aid  bureaucracy 
connect  the  waste  to  the  aid?  MS 
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Those  latest  price  hikes  are  only  the  beginning,  as  Detroit 
says  farewell  to  fat  rebates  and  skimpy  profitability, 

Everyday 
higher  prices 


By  Jerry  Flint 

The  first  item  on  Detroit's  agenda  is 
stopping  the  Japanese.  It's  happen- 
ing. Detroit's  big  three  gained  nearly 
three  market  share  points  this  year,  to 
75%.  These  gains  will  continue. 

The  second  agenda  item  is  to  make 
some  money.  General  Motors  still 
loses  money  building  cars  in  the  U.S. 
Ford,  with  five  of  the  ten  bestselling 
vehicles  in  the  U.S.,  makes  about  a 
penny  and  a  half  per  SI  on  U.S.  sales. 
Even  Chrvsler's  return  is  only  5%.  The 
Japanese  probably  lose  money. 

But  the  profitability  picture  is 
changing.  Witness  those  recent  price 
hikes  by  GM  and  Chrysler.  Until  re- 
cently, prices  were  held  down  by  three 
basic  forces.  One,  the  Japanese  have 
priced  low  to  win  market  share.  Two, 
foreign  competition  has  created  enor- 
mous overcapacity.  Three,  dealer 
showrooms  were  full  of  unexciting, 
hard-to-sell  products.  Result:  Mar- 
keting costs,  mostly  rebates,  average 
about  $  1 ,000  a  car  for  Detroit.  That's 
close  to  $3  billion  on  3  million  car 


sales  in  the  first  half. 

This  is  all  reversing.  Japanese  prices 
climb  as  the  yen  strengthens.  Mazda 
raised  prices  $227  a  car  on  average,  or 
1.4%,  in  April — Lexus  went  up  $450, 
or  1 .2%,  in  February.  But  much  larger 
increases  are  expected  on  the  1994s. 
A  Toyota  Lexus  LS400,  introduced  in 
1989  at  $35,350,  could  top  $50,000 
by  fall.  Plant  closings  reduce  overca- 
pacity, so  the  surviving  plants  run 
more  profitably  at  higher  capacity. 
Better  yet,  the  new  cars  are  getting 
more  desirable.  These  are  sure  signs 
that  car  prices  will  soon  be  climbing. 
Perhaps  this  helps  expain  why  Kia  of 
Korea  will  test  the  U.S.  market  with  a 
small  low-priced  car  {see  story,  p.  98). 

Aren't  car  prices  already  high?  After 
all,  the  average  buying  price  is  proba- 
bly $18,000  today,  growing  much 
faster  than  inflation  since  the  1973 
average  of  $4,200.  But  you're  also 
getting  a  lot  more  in  every  car  today, 
from  coated  steel  (prevents  rust)  to  air 
bags  and  antiskid  brakes.  Ford  execu- 


Prices  climbed, 
yes,  but  they  stili 
were  held  back 
by  Japanese 
competition, 
overcapacity 
and  dull  models. 
Now  all  that  is 
reversing,  and 
the  hill  will  get 
much  steeper. 
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tives  figure  that  around  $2,500  of 
$16,292  Thunderbird  LX's  stick 
price  comes  from  environmental  ar 
safety  regulations.  Add  to  this  anoth 
$1 ,000  or  so  per  car  for  workers'  aif 
retirees'  medical  benefits. 

What's  more,  U.S.  car  prices  a 
much  lower  than  elsewhere.  In  Ge 
many  a  basic  GM  Opel  Omega  sells  f 
about  $25,000;  in  Brazil  a  simi 
model  is  $30,000.  Here,  a  GM  Old 
mobile  Cutlass  Supreme — 10%  hea> 
er  and  including  automatic  transm 
sion,  radio/cassette  and  air  cone 
tioning — goes  for  around  $16,000 

U.S.  car  prices  will  climb  in  a  varic 
of  ways.  A  standard  Cadillac  De  Vi 
lists  at  around  $33,000,  before  tj 
day's  $3,000  rebates.  But  Cadilk 
carrying  the  new  high-pcrforman 
Northstar  engines  run  $4,000 
$5,000  more.  In  a  few  years  the  el 
gine  will  spread  across  the  line,  aj 
the  standard  Cadillac  will  probat 
cost  about  $40,000  without  rebate 

New  vehicles  are  introduced 
higher  prices.  Chrysler's  sleek  new  1 
sedans  run  from  $2,000  to  $5,0' 
more  than  the  cars  they  replaced  a 
sell  without  rebates.  So  does  Chevt 
let's  new  Camaro.  The  upcomi 
Olds  Aurora  and  Ford's  new  Musta 
won't  need  kickbacks  to  sell,  eithei 

The  car  companies  will  cut  soi 
sticker  prices,  but  this  doesn't  alw; 
mean  buyers  pay  less.  Ford  cut 
1993  Thunderbird  prices  by  $3,0C 
but  Ford's  margin  went  down  ol 
$10.  The  $3,000  came  from  cutti 
incentives  and  the  dealer's  marg 
And  the  company  says  savings  co 
from  manufacturing  efficiencies.  I 
customers  liked  the  pricing  simplici 
and  T-bird  sales  jumped. 

Cadillac  also  will  cut  dealer  marg 
on  its  1994  De  Villes.  The  mar; 
goes  from  19%  to  14%,  a  difference 
about  $1 ,800  per  car.  Dealers  usu 
knock  oft  some  of  their  margin 
make  a  sale;  now  the  sticker  pt 
increase  may  seem  small,  but  the  dt 
ers  knock  off  less.  In  fact,  GM  has  s 
already  that  its  1994  car  price  incre 
will  average  1.5%,  a  very  low  figi 
but  Automotive  News,  the  trade  pul 
cation,  says  it's  more  like  7%. 

If  you  like  those  big  rebates  . 
salespeople  eager  to  haggle,  yo 
better  buy  now.  The  bargain  pri 
won't  last  much  longer.  Ditto  1 
troit's  low  profitability. 
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'less  Cashways'  David  Stanley  had  a  choice:  tackle 
it  Home  Depot  head-on,  or  try  to  outmaneuver  it. 

temodeling 
our  business 


Ihristopher  Palmeri 

LIGHT  BULB  WENT  ON  for  David 
ey  while  he  was  sitting  in  a  1987 
ing  seminar  at  Harvard's  busi- 
school.  Stanley,  the  stocky  chair- 

of  Payless  Cashways  Inc.,  had 

fretting  over  how  to  compete 
:  effectively  against  Home  Depot 
:  home-improvement  industry, 
lanta-based  Home  Depot  (1987 
lues,  $1.5  billion)  was  develop- 
lto  what  retailers  call  a  "category 
,"  with  its  seventy-five  100,000- 
•e-foot  warehouse  stores  and  its 
ns  of  perky,  orange -aproned 
)eople.  By  contrast,  57-year-old, 
store  Payless  was  suffering  from 
ily  declining  sales  growth,  weak- 
5  margins  and  stagnating  operat- 
arnings.  The  company's  expo- 

to  depressed  Southwest  and 
vest  markets  didn't  help.  "We 
>ecome  a  less  profitable  compa- 
says  Stanley,  now  58. 
e  Harvard  seminar  focused  on 
henomenal  success  of  Sam  Wal- 
Wal-Mart,  an  obvious  influence 
lome  Depot.  "When  you  ask 
t's  wrong  with  Wal-Mart?'  in  the 
:xt  of  a  Harvard  case  study," 
ey  recalls,  "you  realize  that  there 
'thing  really  wrong  with  Wal- 
.  If  God  wanted  to  make  $8 
n,  he  would  do  Wal-Mart." 
e  message  was  clear.  If  Wal- 

was  perfect  and  Home  Depot 
modeling  itself  on  Wal-Mart, 
there  wasn't  much  point  in  Stan- 
trying  to  go  head-to-head 
st  Home  Depot.  He  had  to  find 
erent  path. 

he  promptly  hired  a  team  of 
lltants  to  help  him  reconstruct 
ansas  City,  Mo. -based  com  pa - 
entire  way  of  doing  business — 

distribution  and  inventory  sys- 


Payless  Cashways'  David  Stanley 

He's  hoping  that  bigger  lumberyards 

will  draw  more  professional  customers. 


terns  to  supplier  relationships  and 
strategic  focus. 

Stanley  decided  to  focus  on  a  differ- 
ent customer — the  professional  con- 
tractor. Why?  Sales  to  professional 
remodelers  were  growing  even  faster 
than  sales  to  Saturday  morning  do-it- 
yourselfers,  Home  Depot's  primary 
customers.  Growth  of  sales  to  the 
pros,  around  7%  a  year,  is  projected  to 
continue  over  the  next  five  years. 

To  attract  the  pros  away  from  the 
wholesale  lumberyards  and  plumb- 
ing-supply specialists,  Stanley  had  to 


create  a  separate  shopping  experi- 
ence. "The  pro  doesn't  want  to  stand 
in  line  behind  the  old  lady  in  tennis 
shoes  trying  to  figure  out  a  toilet  tank 
repair  kit,"  he  says. 

Stanley  built  separate  entrances  re- 
served for  the  professionals  in  the 
back  near  the  lumberyard — with  pots 
of  free  coffee  brewing  every  morning. 
In  addition,  he  added  a  separate  sales 
force  that  even  calls  on  contractors 
outside  the  store. 

Professional  customers  now  get 
better  credit  terms  than  the  do-it- 
yourself  crowd.  They  can  place  phone 
and  fax  orders,  and  take  delivery  any 
time  and  at  any  place  they  want.  Oth- 
er big  home  improvement  chains  of- 
fer some  of  these  services,  but  none 
has  focused  on  the  professional  cus- 
tomer so  single-mindedly. 

Targeting  the  professional  also 
meant  changes  in  merchandise.  Pro- 
fessionals prefer  higher-quality  (and 
higher- margin)  tools  and  better 
grades  of  lumber. 

Out  went  Weber  grills,  lawn  mow- 
ers and  potted  geraniums.  In  came 
automatic  nail  guns  and  $570  Makita 
mitering  saws. 

Results?  Sales  to  professionals  have 
grown  to  45%  of  Payless'  revenues, 
versus  around  20%  for  Home  De- 
pot— and  25%  for  Payless  before  Stan- 
ley attended  the  seminar.  Operating 
margins — at  8.2% — have  climbed 
steadily  and  now  rival  Home  Depot's. 
Sales,  too,  have  grown  nicely,  to  $2.5 
billion  last  year. 

All  this  renovation  came  at  a  critical 
time  for  Payless.  Five  years  ago,  with 
corporate  raiders  circling,  Stanley 
took  the  company  private  in  a  lever- 
aged buyout.  The  debt  prevented  him 
from  expanding. 

So  in  March  Stanley  sold  70%  of 
Payless  back  to  the  public  for  $350 
million,  using  the  proceeds  to  reduce 
borrowings.  This  helped  eliminate 
nearly  $80  million  a  year  in  interest 
expenses,  and  will  enable  Stanley  to 
open  28  new  stores  over  the  next 
five  years. 

Kemper  Securities  analyst  Robert 
Simonson  predicts  that  despite  the 
recent  Midwest  flooding,  Payless' 
revenues  will  grow  at  10%  to  12%  a 
year  over  the  next  few  years,  profits  at 
better  than  25%  a  year. 

All  in  all,  not  a  bad  return  on  a 
$4,000  seminar.  H 
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Germany's  sleepy  financial  retail  market  is  getting 
a  goose  from  the  likes  of  Templeton  and  Fidelity. 

Mutual  distrust 


By  Richard  C.  Morais 

An  elderly  Austrian  lady  ordered 
her  local  bank  to  buy  $5,014  worth  of 
shares  in  a  blue  chip  U.S.  run  um- 
brella fund  readily  available  in  Eu- 
rope. It  was  a  standing  order,  the 
same  amount  of  the  mutual  fund  to  be 
bought  even'  month.  Two 
months  later  she  com  "*— 
plained  she  hadn't  received 
a  statement. 

This  being  Austria,  the 
bank's  director  summoned 
his  client  to  his  office.  He 
imperiously  informed  her 
that  he  hadn't  executed  her 
order  because  the  U.S. 
fund  was  bad.  He  was  "pro- 
tecting''' her  money.  The 
American  fund,  he  said 
darkly,  could  be  a  front  for 
Scientology.  The  customer 
then  had  the  audacity  to 
switch  banks. 

Three  years  ago  the  EC 
forced  Germany  to  open  its 
mutual  fund  market  to  out- 
siders. Investment  compa- 
nies like  Fidelity,  Temple- 
ton,  Fleming,  Pioneer  and 
Orbitex  quickly  jumped  in, 
taking  on  the  universal 
banks  in  Germany  and  in 
Austria.  Now  it's  mutual  fund  war 
throughout  the  German-speaking' 
countries. 

Fidelity,  tunning  its  operations 
from  Luxembourg,  recently  tripled  its 
European  staff  to  60.  Gome  fall  it  will 
Offer  a  debit  card  attached  to  a  mon- 
ey-market-like fund,  extend  its  service 
hours  from  8  a.m.  to  10  p.m.  and 
launch  a  major  German  advertising 
campaign.  "We  are  going  to  be  much 
more  provocative  than  in  the  past," 
says  Brian  Storm,  managing  director 
of  Fidelity  Investments. 

The  stakes  are  high.  Storm  says  that 
in  all  of  Europe  Fidelity  now  has  $  1 
billion  under  management  at  its  main 
funds,  with  another  S350  million  in 


currency  funds.  But  almost  40%  of 
new  sales  are  coming  from  Germany. 
Templeton  also  has  $1.3  billion  tin 
der  management  in  Europe. 

Those  figures  are  pittances  com- 
pared with  what's  out  there.  With  a 


15%  savings  rate,  conservative  Ger- 
mans have  socked  away  $457  billion 
in  savings  accounts  earning  on  aver- 
age well  under  3%.  Yet  they  have 
invested  just  $1,760  per  head  in  mu- 
tual funds,  says  Heike  Miibrodt,  man- 
aging director  of  Templeton  Global 
Strategic  Services  (Deutschland).  The 
French,  by  contrast,  have  invested 
$7,610  per  head. 

If  the  issue  were  simply  results, 
foreign  asset  managers  would  win  eas- 
ily. At  Forbes'  request,  fund  trackers 
at  London's  Micropal  Ltd.  ranked  for 
FORBES  the  top  100  performers,  in 
deutsche  marks,  of  all  bond  and  equi- 
ty funds  available  to  German  investors 
over  the  last  12  months.  Only  18  out 


of  the  1 00  were  run  by  German 
vestment  companies.  And  only  3  G 
man-run  funds  are  among  the  top 
performers  worldwide  investing 
German  equities. 

This  poor  performance  is  the  d; 
side  of  Germany's  universal  bank  s 
tern.  German  fund  managers  are  u 
ally  captives  of  a  major  bank.  Germ 
bankers,  including  one  very  high  le 
banker,  confide  that  the  fund  port 
lio  managers  are  at  times  pressured 
the  bank's  head  office  to  prop  u| 
distressed  placement  here,  suppor 
corporate  customer  over  there. 

Consider  the  hit  Deutsche  Inve 
ment  Trust,  which  runs  Dresd 
Bank's  family  of  mut 
SSSI  funds.  In  1992  five  m  i  1 
uity  funds  were  stuffed  w 
the  shares  of  the  par 
company,  Dresdner  Ba 
In  each  case  the  Dresd] 
holdings  were  among 
largest  three  single  invc 
ments  of  the  mutual  fun) 
Maybe  the  Dresd 
shares  are  a  superlative 
vestment.  Or  maybe 
DIT  funds'  sharehold 
ought  to  be  asking  w  het 
there  is  some  other  corj 
rate  agenda  behind  th 
large  holdings. 

Curiously,  the  typ 
German  will  thoroug| 
compare  prices  and  qua 
before  purchasing  a  car,  I 
when  it  comes  to  finanj 
products  he  is  led  sheep  I 
by  his  local  banker. 

Forbes  decided  to 
the  market.  We  traipsed 
to  four  banks  in  Munich,  posing 
young  German  investor  who  just 
herited  dm40,000  ($23,400)  fij 
his  grandmother.  We  were  m< 
given  useless  little  pamphlets, 
mimeographed  "performance" 
hies  that  did  not  even  compare  res 
with  any  indexes. 

We  asked  about  Fidelity  and  T 
pleton  funds.  H.F.  Keilhammer. 
officer  at  the  Dresdner  Bank, 
firmed  that  "high  fidelity"  did  e: 
Said  Martina  Beuting  at  the  Deuts 
Bank:  "Those  are  equity  funds  wl 
are  bought  by  foreigners  who  war 
invest  in  Germany."  Bankers  at, 
other  two  banks  were  similarly  ur 
ucated  or  disinclined  to  talk  ab 
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gn  funds. 

le  German  consumer's  tendency 
ower  before  the  authoritarian 
.  manager  also  allows  for  some 
j  fees — and  a  few  of  the  foreign 
ators  are  the  worst  perpetrators, 
tex  Group  of  Funds,  for  example, 
>p  -  pe  rform  i  n  g  Can  ad  ian-  based 
operator,  is  charging  Germans  a 
load  on  net  asset  values — and  on 
jf  that  an  annual  2.5%  manage- 
t  fee  also  on  net  assets, 
nong  the  German  funds,  most 
»  are  generally  between  3%  and 
%,  with  stated  management  fees 
'here  between  0.35%  and  6%.  But 
edly  there  are  a  host  of  hidden 
z,cs  and  assessments.  For  exam- 
a  local  business  publication  re- 
y  revealed  that  the  German  funds 
id  to  deduct  special  charges  to 
r  the  paperwork  for  a  new  with- 
ing  tax. 

I  of  this  spells  opportunity  for  the 
of  Templeton  and  Fidelity  but 
ne  major  problem.  Fidelity  esti- 
s  that  80%  of  the  $50.4  billion 
ted  in  German-run  mutual  funds 
year  flowed  through  the  local 
s.  The  German  banks,  of  course, 
no  intention  of  selling  compet- 
:>reign  products. 

hen  Bernie  Cornfeld  cracked  the 
ipean  market  in  the  late  1960s 
his  Fund  of  Funds,  he  did  so  by 
ling  his  own  enormous  pyramid 
force  with  part-timers.  But  today 
areign  fund  operators  are  all  try- 
d  surmount  the  distribution  hur- 
>y  stringing  together  groups  of 
g  financial  planners,  private 
s  and  insurance  agents  with  an 
:ssive  direct  sales  marketing  cam- 
l.  Barred  from  joining  the  Ger- 
association  of  mutual  funds,  the 
gners  recently  created  their  own 
inigung  Auslandischer  Invest- 
:gesellschaften — the  union  of 
gn  investment  companies.  Ac- 
ing  to  a  vai  spokeswoman,  an 
ested  German  investor  recently 
to  get  the  association's  address 
his  bank.  They  told  him  it  would 
$59. 

it  like  financial  product  consum- 
n  the  U.S.,  the  Germans  will 
ate  themselves  as  to  the  best  buys 
mtual  funds.  "The  only  thing 
een  us  and  enormous  success," 
Fidelity's    Brian    Storm,  "is 


Ceridian  Corp.,  the  old  Control  Data, 
isn't  exactly  galloping  along,  but 
it  does  have  a  chief  executive  who's 
determined  to  make  the  most  of  what  he  has. 

<cVision  is 
next  month" 


By  Jerry  Flint 

"My  mother  didn't  want  me  to  take 
this  job,"  confides  Lawrence  Perl- 
man,  chief  executive  of  Ceridian 
Corp.  "She  said,  'Why  do  it?  You 
didn't  screw  it  up.  Why  do  you  have  to 
fix  it?'  " 

"It"  was  Control  Data  Corp.  Cre- 
ated by  William  Norris  in  1957  to 
build  superfast  computers,  Control 
Data  was  a  high- technology  success 
story.  But  Norris  and  his  people  in 
Minneapolis  got  caught 
up  in  the  social  activism 
of  the  Sixties:  jobs  for 
the  ghettos,  windmills, 
saving  the  schools.  They 
wanted  to  make  a  busi- 
ness of  it.  Thus  they 
missed  computing's 
movement  from  main- 
frames to  desktops,  lost 
their  genius  designer 
Seymour  Cray,  went 
from  $5  billion  in  sales  in 
1984  to  nearly  $1  billion 
by  1993,  from  54,000 
workers  to  8,700.  Today 
the  company  uses  only  5 
floors  of  its  old  14-story  ■■ 
headquarters,  across  the 
highway  from  Minneapolis' 
Mall  of  America. 

The  bright  spot  in  this  dismal  pic- 
ture was  Larry  Perlman.  A  lawyer  who 
learned  something  about  business,  he 
kept  taking  ewer  and  rebuilding  sink- 
ing divisions,  which  then  were  sold  to 
keep  the  old  ship  afloat.  In  1990 
Perlman  was  appointed  chief  execu- 
tive officer. 

Why  did  Perlman  ignore  his  moth- 
er's advice  and  take  the  job?  A  strong 


The  creator  William  Norris 
Too  much  social  activ- 
ism helped  lead  his 
company  to  the  brink. 


giant 


sense  of  duty.  "There  was  no  way  we 
could  just  sell  off  the  last  pieces  and 
say  good-bye.  Somebody  had  to  turn 
out  the  lights  at  the  end,  and  he  would 
be  stuck  with  enormous  baggage — 
very  major  liabilities  and  no  way  of 
paying  them.  Somebody  had  to  do  it, 
and  I  was  there,"  says  Perlman. 

Perlman  cut  back  some  divisions 
and  sold  some  others.  The  entire  su- 
percomputer division  was  shut,  at  a 
cost,  says  Perlman,  of 

  $700  million. 

By  last  year  Perlman 
had  the  surviving  pieces 
trimmed  down  as  much 
as  possible.  He  then  split 
them  between  two  com- 
panies. What  was  left  of 
the  old  computer  busi- 
ness was  spun  off  into  a 
new  company  called 
Control  Data  Systems 
Inc.  Sales  last  year:  $500 
million. 

That  left  mostly  tech- 
nology-based service 
businesses.  These  were 
bundled  up  under  the 
new  corporate  name, 
Ceridian  Corp. 

The  restructuring  seems  to  be 
working.  Since  the  spinoff,  Ceridian 
has  had  four  profitable  quarters,  quite 
a  turnaround  from  the  $1  billion 
Control  Data  lost  during  the  1980s. 
In  the  first  half  of  this  year,  Ceridian 
earned  $21  million  (or  50  cents  a 
share)  on  $450  million  in  revenues. 
Shareholders  have  nothing  to  com- 
plain about.  The  old  Control  Data 
was  85/8  two  years  ago;  Ceridian  trades 
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Ceridian  Corp. 


5  Lawrence 

a  Perlman, 

§  Ceridian's 
chief  executive 
He  took  the  dirt; 
job  of  saving 
what  was  left, 
and  now  has 
$1.4  billion 
in  tax-loss 
carryforwards 
to  build  on. 


an  >und  1 5.  Add  $3  lor  the  value  of  the 
spun  off  Control  Data  Systems 
shares,  and  the  market  value  has 
doubled. 

What  exactly  is  Ceridian?  There  are 
three  parts.  The  largest,  Computing 
Devices  International,  accounts  for 
half  Ceridian's  volume  and  is  a  mili- 
tary-government contractor  in  com- 
munications systems,  surveillance  and 
retrofitting  older  electronic  equip 
ment.  Despite  military  cutbacks,  this 
business  is  continuing  to  grow. 

Another  part  is  Arbitron,  the  radio 
audience  ratings  group.  Last  year  Ar- 
bitron quit  its  effort  to  compete  with 
A.C.  Nielsen  in  national  TV  ratings. 
New  opportunities?  The  company 
figures  t  here's  growth  in  the  fragmen- 
tation of  mass  markets.  It  expects  to 
be  measuring  audiences  in  new  out- 
lets from  schools  to  hotel  rooms. 

The  third  and  possibly  most  impor- 
tant leg  is  called  Ceridian  Employer 
Services.  It  processes  payroll  checks. 
But  the  gr<  >wth  potential  is  in  all  kinds 
ot  other  personnel  work  because, 
bless  Washington,  the  paperwork 
burdens  on  employers  never  stop 
growing— processing  401(k)s,  re- 
ports for  the  Department  of  Labor, 
for  osha,  for  the  f.pa  and  the  irs,  plus 
rafts  and  reams  of  forms  for  cities  and 
states. 


Perlman  concedes  that  none  of 
these  three  businesses  grow  at  break- 
neck speed,  and  that  competition  is 
fierce.  So  where's  the  profit  going  to 
come  from?  The  margins,  Perlman 
replies.  "We  want  to  be  a  whole  lot 
more  productive  two  years  from  to- 
day." He  points  to  Ceridian  Employ- 
er Services.  It  earns  half  the  margins  of 
its  major  competitor,  ADP.  Perlman 
believes  he  can  close  that  gap.  His 
units  were  starved  for  investment  in 
the  bad  old  days,  too,  he  says. 

And  note  this:  Anything  Ceridian 
earns,  it  keeps;  from  the  restructur- 
ing, there's  a  $1.4  billion  tax-loss 
carryforward. 

With  that  $  1 .4  billion  tax  carryfor- 
ward, there's  a  big  incentive  to  ac- 
quire companies  with  profits  to  shel- 
ter. Perlman  isn't  risk  averse — he  heli- 
copter skis,  drives  a  Porsche,  vacations 
in  Mongolia  and  plans  to  scuba  dive 
the  Great  Barrier  Reef. 

But  he  doesn't  talk  about  visionary 
plans  or  huge  acquisitions.  "When 
you're  trying  to  survive,  vision  is  next 
month,"  he  says.  "Vision  is  when 
you've  picked  all  of  the  apples  off  the 
tree  and  you're  saying,  'Where's  the 
next  orchard?'  " 

Perlman  admits  that  as  a  young 
man  he  was  attracted  to  Control  Data 
by  its  reputation  as  a  company  with  a 


liberal  social  consciousness.  He 
after  all,  a  Hubert  Humphrey  Den 
crat  who  could  have  joined  the  CI 
ton  Administration  as  Number  T 
in  the  Department  of  Labor.  Ask  z 
he'll  give  you  a  speech  on  the  wond 
of  diversity,  promoting  worn 
adopting  liberal  family  leave  polic 
But  he  vows  that  none  of  this  \ 
divert  him  from  his  goals:  increas 
Ceridian's  profitability,  and  build 
shareholder  value. 

"The  most  important  thing  we 
do  is  make  money,"  Perlman  emp 
sizes.  He  continues,  "We've  had  f 
consecutive  profit  quarters, 
haven't  done  that  since  1983.  Thai 
victory  for  our  people.  They  see 
can  do  it.  Customers  get  confider 
too.  The  third  victory  has  to  be  for 
stockholders." 

Perlman  predicts  Ceridian's  ea 
jngs  will  increase  15%  to  20%  a  ) 
over  the  next  few  years.  That  wo 
put  earnings  at  $1.70  or  so  in  tl  . 
years.  By  then  Perlman  hopes  Vl 
Street  will  recognize  that  Ceridia| 
no  longer  a  computer  company 
accord  it  an  earnings  multiple  clc 
to  20,  where  the  service  compai 
trade.  That  would  mean  doubling 
company's  market  value  by  1997, 
it  will  be  a  victory  indeed  for  sh. 
holders  if  Perlman  can  pull  it  off. 
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A  luxury  sedan  so  unique, 
its  capable  of  thought. 


The  Mazda  929 


Now  there's  a  luxury  sedan  computer,  an  automotive  first.  Turn  on  the  wind- 


lat  thinks  like  a  human.  By  using  the  same  kind  shield  wipers  when  it  rains,  and  the  climate  control 


f  processes  that  let  you  make  choices  and  solve         knows  to  automatically  turn  on  just  enough  air 


puzzles,  the  Mazda  929  can  conditioning  to  dehumidify  the  interior.  Or  park 

anticipate  many  things  you  in  the  sunlight,  and  an  available  solar-powered  ven- 

want  to  do.  And  then  do  them         tilation  system  knows  to  activate  fans  to  help  cool 


>r  you.  i&  Drive  up  a  steep  hill,  for 


istance,  and  you'll  find  that  the  929 


nise  control  maintains  a  steady  speed     Air  baSs  are  standard  for  both 

driver  and  front  passenger. 
Also  standard  is  a  computer- 

ithout  annoying  and  unwanted  shifts—    controlled  Anti-lock  Brake 

System  to  help  you  keep  con- 
trol during  hard  braking.  And 

lanks  to  its  advanced  "fuzzy  logic"        that's  a  comforting  thought. 


the  cabin,     So  while  you'll  certainly 


appreciate  the  929's  V6  power,  its  sculpted 


shape,  and  luxuries  such  as  the  avail- 


able leather  trim,*  what  you  may  like 


most  is  the  way  this  car  thinks. 


Feels  Right. 


:andard  features  include  4-wheel  disc  brakes  with  Anti-lock        no -deductible,  "bumper-to-bumper"  limited  warranty.  See  dealer 
rake  System  (ABS),  3.0L  DOHC  24-valve  V6  engine,  automatic        for  limited-warranty  details.  For  a  free  brochure  on  the  929  or 
imate  control,  power  moonroof  and  a  36-month/50,000-mile,         any  new  Mazda,  call  1-800-639-1000. 

ats  upholstered  m  leather  except  for  back  side  of  front  seats,  bottom  cushion  side  panels,  and  other  minor  areas  ©  J99J  Mazda  Motor  of  America.  Inc 


A  STAR  ^ 

ON   A  SI 

IN  AN  AUDITC 


PERFORM  FOE 


When  the  curtain  rises  and  the  spotlight  shines  on  a  municipal  bond  insurance  deal,  you'd  better  be  prepare, 
do  what  it  takes  to  make  the  issue  a  success.  At  AA4BAC,  that  includes  listening  harder.  Responding  faster.  Mai 
an  effort  to  understand  our  clients'  needs.  Being  right  there  with  the  answers  they  demand. 

It's  how  we  approach  every  transaction  with  which  we  get  involved.  And  it's  why  we're  able  to  structure  insure 
that's  better  for  all  concerned.  Investment  bankers.  Issuers  and  their  advisors.  Not  to  mention  investors  themse 


One  State  Street  Plaza,  New  York,  New  York  10004;  (212)  668-0340 


c 


£BORN 

\GE  SEX 

IUM  FUNDED, 

l  BOND  INSURED, 

PEOPLE 

:now  how  to 

HE  CUSTOMER 

vpreciate  the  financial  strength  and  stability  of  AM  B  AC.  Our  commitment  to 
has  drawn  praise  from  the  toughest  critics  in  the  business  —  both  Moody's  ami 

tave  granted  us  triple- A  ratings.  And  in  over  20  years  of  insuring  bonds,  we've  Wk  $yH|^fe  Jft  j^fei 

ied  in  building  one  of  the  most  secure,  diversified  portfolios  anywhere.  mi^S^mmmmwMM 

learn  more,  call  (212)  208-3400.  We'll  send  you  our  new  video,  For  the  Life  of  the  Bond.  i^^bhbhhmm 


3U         HAVE         OUR         WORD         ON  IT 
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Miami's  South  Beach  area  is  hot,  very  hot, 
but  whose  judgment  would  you  trust: 
Gloria  Estefan's  or  David  Geffen's? 

Miami  Beach 
bubble 


By  Kate  Bohner 


How  hot  are  hotel  properties  on  Ocean  Drive? 
"Miami  is  a  market  with  no  ceiling." 


Celebrity  hotel  entrepreneurs  have 
found  a  new  hot  spot:  Miami's  South 
Beach  area,  and  particularly  water- 
front properties.  Land  costs  along  the 
beach  are  running  nearly  $200  a 
square  foot,  an  alltime  high.  But  that 
has  only  seemed  to  spur  on  the  glitz 
set.  "Miami,'"  gushes  New  York  hote- 
lier Ian  Schrager,  "is  a  market  with  no 
ceiling." 

Take  trendy  New  York  art  dealer 
Tony  Shafrazi,  who  likes  to  spend  lots 
of  money.  (Last  year  he  spent 
$25,000  to  entertain  a  group  of  his 
400  closest  friends  for  dinner.)  Sha- 
frazi and  partner  Peter  Brant,  owner 
of  Interview  magazine,  recently 
bought  beachfront  property  for  a  new 
hotel/condo  complex.  To  be  de- 
signed by  in-crowd  favorite  Arata  Iso- 
zaki,  the  110-suitc  palazzo  will  in- 
clude a  health  spa,  a  restaurant  and  an 
art  gallery  that  Shafrazi  hopes  to  fill 
with  contemporary  art. 

Total  cost:  about  $57  million, 
raised  mostly  from  private  investors. 
The  suites  w  ill  be  sold  as  condos  and 
then  rented  out — if  the  owners 
want — as  hotel  rooms.  Shafrazi  and 
Brant  must  sell  each  unit  for  over 


$500,000  just  to  break  even.  The 
average  purchase  price  for  a  one-bed- 
room condominium  in  the  South 
Beach  area  right  now  is  about 
$175,000. 

Neither  Shafrazi  nor  Brant  has  had 
any  prior  hotel  experience,  but  appar- 
ently it's  vision,  not  operating  experi- 
ence, that  counts  in  South  Beach. 
"Like  Saint-Tropez  in  1959  or  Cannes 
or  the  Cote  d'Azur,  South  Beach 
needs  a  beautiful  landmark  building,  a 
cultural  center,  a  place  for  artists  and 
film  people  to  meet  and  relax,"  oozes 
Shafrazi.  "We  are  creating  that." 

Celebrities  travel  and  invest  in 
packs.  Island  Records  head  Chris 
Blackwell,  along  with  Dacra  Cos.  co- 
owners  Craig  and  Scott  Robins,  has 
bought  the  art  deco  Netherland  Ho- 
tel for  $2.9  million  and  is  spending 
more  than  twice  that  to  turn  it  into  a 
tiny  but  ultra-exclusive  13 -unit  hotel 
and  condominium  complex. 

Latino  songstress  Gloria  Estetan 
just  bought  the  41 -room  Cardozo 
Hotel  for  $4.7  million.  Among  other 
things,  she's  opened  a  Mediterranean 
restaurant  in  the  hotel  called  Allioli, 
where  there's  a  one-hour  wait  for  a 


table  on  Saturday  nights. 

The  bet,  of  course,  is  that  enoug 
hype  can  keep  a  lot  of  rooms  fillec 
even  in  the  torpid  summer  month 
when  citywide  hotel  occupancy  dro 
to  as  low  as  40%.  Blackwell  and  D 
era's  13-room  Marlin  Hotel  include 
a  ground-fioor  recording  studio  and; 
branch  of  the  Elite  modeling  agencj 
Dacra  claims  (and  Forbes  cann< 
confirm )  that  keeping  the  lobby  full  c 
attractive  young  women  helps  kee 
the  Marlin's  occupancy  rate  aroun 
85%  year-round. 

The  problem,  of  course,  is  th 
fashion  types  are  notoriously  tick 
and  likely  to  shift  venues  at  the  drop  < 
a  mascara-ed  eyelash.  "The  cumuli 
tive  IQ  on  Ocean  Drive  on  a  Saturd; 
night  is  well  into  double  digits,"  sa 
veteran  Miami  hotel  man  Kennel 
Zarrilli,  who  owns  the  Raleigh  how 
one  of  Miami's  hottest  properties. 

Cool  financial  minds  that  unde 
stand  what  makes  young  spenders  ti« 
have  considered  South  Beach  an 
backed  away.  For  example,  Dav 
Geffen,  the  near  billionaire  reco 
executive  (Forbes,  Dec.  24,  199 
briefly  considered  depositing  some 
his  cash  on  South  Beach  last  summt 

Geffen  had  teamed  up  with  L 
Schrager  to  purchase  the  Eden  Roc 
350-room  hotel  on  Collins  Avenu 
for  $14  million.  But  after  looking 
the  numbers,  the  wily  Geffen  decidi 
that  the  economics  didn't  make  a 
of  sense.  He  pulled  out,  leavil 
Schrager  to  pursue  a  vision  in  Soul 
Beach  alone. 

Word  is  that  Schrager  is  looking 
buy  South  Beach's  214-room  Delai 
for  around  $5  million.  He  plans 
invest  another  $16  million  on  t 
renovation,  rumored  to  be  design 
by  Chris  Ciccone,  the  decorat 
brother  of  Madonna.  Madonna  h 
self  is  said  to  be  doing  the  restaura 

Schrager,  who  did  jail  time  in  t 
early  1980s  for  evading  taxes  on  t 
earnings  of  his  Studio  54  disc 
theque,  is  said  to  be  losing  money 
two  New  York  hotels  (the  Paramoi 
and  the  Royalton);  a  third,  Morgan 
was  recently  foreclosed  by  the  Ba 
of  Tokyo. 

If  nothing  else,  these  celebrity  r 
teliers  are  pioneers.  Hotelier  Zarr 
offers  this  definition  of  a  pione 
"Someone  lying  face  dow  n  in  a  pij 
die  w  ith  an  arrow  in  his  back."  I 
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EMMIE 


he  only  way  the  Clinton  budget  will  reduce 
ie  deficit  is  if  American  taxpayers  act  like 
bunch  of  ignoramuses. 

Assume  a  block 
of  wood 


BY  THOMAS  SOWELL 


.  Thomas  Sowell  is  an  economist 

d  a  senior  fellow  at  the  Hoover  Institution 

Stanford,  Calif. 


FTER  addressing  a  conservative 
'oup  recently,  I  was  asked  by  a  mem- 
ir  of  the  audience  whether  the  Clin- 
>n  administration's  economic  poli- 
es  were  based  on  the  theories  of 
[arxian  economics.  While  the  ques- 
on  might  seem  paranoid  at  first,  in 
ality  it  was  overly  optimistic.  Nei- 
ier  Marxian  economics,  Keynesian 
onomics,  supply-side  economics, 
)r  any  other  known  school  of  eco- 
)mics,  can  explain  the  policies  origi- 
iting  in  Washington. 
Adam  Smith,  Karl  Marx,  and  John 
[aynard  Keynes  would  all  be  turning 
?er  in  their  graves  if  they  knew  of  the 
linton  economic  program.  It  is,  in 
ct,  not  an  economic  program  at  all, 
at  a  political  program  to  get  more 
oney  and  more  power  over  the 
onomy. 

It  is  questionable  how  much  mon- 
r  they  are  going  to  get,  despite  the 
ise  with  which  old  Washington 
mds  throw  around  estimates  in  the 
.indreds  of  billions.  Now  that  the 
^ures  are  out  on  the  previous  "defi- 
t  reduction1'  bill  of  1990,  it  turns 
jt  that  this  tax  rate  increase  brought 

less  in  tax  revenues  than  the  gov- 
nment  was  taking  in  before  the  tax 


rates  were  raised,  according  to  Inter- 
nal Revenue  data  published  in  the 
Wall  Street  Journal  by  Paul  Gigot. 

The  confusion  between  tax  rates 
and  tax  revenues  plagues  any  attempt 
at  rational  discussion  of  budget  issues, 
for  both  are  lumped  together  when 
people  talk  about  "raising  taxes." 
Whether  higher  tax  rates  will  in  fact 
bring  in  more  revenue — and  how 
much  more,  if  any — is  a  question,  not 
a  foregone  conclusion.  We  already 
know  that  reductions  in  tax  rates  led 
to  increases  in  tax  revenues  during  the 
Reagan  years,  so  tax  rates  and  tax 
revenues  do  not  even  have  to  move  in 
the  same  direction,  much  less  in  the 
same  proportion. 

Despite  all  this,  politicians  and  me- 
dia pundits  alike  speak  of  a  "$200 
billion  tax  increase"  or  a  "$400  bil- 
lion tax  increase,"  just  as  if  they  actu- 
ally knew  what  they  were  talking 
about — and  all  the  confident  state- 
ments about  how  much  this  will  re- 
duce the  deficit  are  based  on  these 
shaky  projections. 

However  official  and  statistically 
impressive  government  projections  of 
tax  revenues  may  be,  they  are  based 
on  the  assumption  that  a  10  percent 
increase  in  tax  rates  means  a  10  per- 
cent increase  in  tax  revenues,  a  30 
percent  increase  in  tax  rates  means  a 
30  percent  increase  in  tax  revenues, 
and  so  on.  In  other  words,  it  assumes 
that  people  are  like  blocks  of  wood, 
with  no  responses  of  their  own  to 
what  is  happening  to  them. 

This  assumption  seems  to  underlie 
many  government  policies,  not  just 
revenue  policies,  though  its  falsity  is 
most  easily  demonstrated  statistically 
when  official  projections  are  com- 
pared with  subsequent  data. 

After  the  California  state  legislature 


passed  legislation  increasing  traffic 
fines,  in  order  to  raise  an  estimated 
$592  million  in  additional  revenue, 
they  discovered  that  the  actual  take 
was  an  additional  $234  million.  Mo- 
torists began  contesting  more  traffic 
tickets,  clogging  the  court  system, 
and  a  higher  percentage  of  the  tickets 
were  simply  ignored. 

At  least  this  legislation  brought  in 
some  additional  money,  even  if  not 
nearly  as  much  as  expected.  But  Pro- 
fessor Robert  J.  Barro  of  Harvard 
estimates  that  the  net  difference  in  the 
deficit  from  the  Clinton  fiscal  package 
will  "probably  be  close  to  zero  and 
may  actually  be  negative."  If  the  lat- 
ter, then  this  will  be  the  second  con- 
secutive "deficit  reduction"  bill  to 
increase  the  deficit. 

The  implicit  assumption  that  peo- 
ple are  like  blocks  of  wood  produces 
similar  miscalculations  in  other  areas. 
A  Rand  Corporation  study  of  state 
"job  security"  laws  concluded  that 
there  were  fewer  jobs  created  in  states 
with  such  policies  than  in  states  lack- 
ing this  "benefit,"  even  when  many 
other  factors  were  held  constant. 

Since  people  are  not  blocks  of 
wood,  they  understand  that  it  is  more 
dangerous  to  hire  someone  when 
there  are  job  security  laws  that  make  it 
harder  to  get  rid  of  him  if  he  doesn't 
work  out.  Such  laws  provide  incen- 
tives to  minimize  your  hiring,  wheth- 
er by  using  temporary  agencies,  sub- 
stituting capital  for  labor,  or  by  work- 
ing existing  employees  overtime 
rather  than  taking  on  new  people. 

Such  things  are  not  hard  to  figure 
out,  once  you  stop  thinking  of  people 
as  blocks  of  wood  that  the  govern- 
ment can  move  around  in  whatever 
pattern  it  wishes.  That  in  turn  requires 
that  policies  be  judged  not  by  the 
goals  they  proclaim  but  by  the  incen- 
tives they  create. 

In  one  respect,  the  Clinton  admin- 
istration program  will  undoubtedly 
succeed:  It  will  give  the  government 
more  control  over  the  economy.  This 
is  a  major  political  objective  for  a 
President  who  can  talk  about  "grow- 
ing the  economy,"  a  first  lady  who  can 
talk  about  "remolding  society"  and  a 
Secretary  of  Labor  who  talked  about 
"rebuilding  the  work  force"  even  be- 
fore he  joined  the  government. 

To  such  people,  we  are  all  blocks 
of  wood.  ■ 
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he  Wireless  Warehouse 

YOUR       N   EWEST       PROTIT  CENTER 

Major  Retailers  and  Distributors  Change  the  Way  Their  Business  Works 
To  Improve  Efficiency  and  Cut  Costs 


WAITING  FOR 
the  paper- 
less office  is 
like  waiting 
for  Godot  — 
the  man  who 
never  showed  up.  Waiting 
for  the  paperless  ware- 
house is  like  waiting  for  a 
hit  movie.  It's  coming  soon 
to  a  building  near  yon. 

The  impact  of  the  desk- 
top computer  revolution  of 
the  past  decade  primarily 
affected  corporate  man- 
agers responsible  tor  front- 
room  operations,  such  as 
financing  and  marketing. 
Using  corporate  networks 
and  electronic-mail  sys- 
tems, deskbound  white- 
collar  workers  learned  to 
move  and  analyze  informa- 
tion at  the  speed  of  light. 

The  next  frontier  for  productivity 
gains  is  in  the  back  room,  where 
shipping,  receiving  and  inventory 
functions  are  handled  by  on-thc- 
move  workers  and  Moor  managers 
who  don't  sit  at  desks  with  comput- 
ers. They're  armed  with  portable 
computers,  connected  by  w  ireless 
networks  for  real-time  data  commu- 
nications. As  many  retailers,  manu- 
facturers and  distributors  are  find- 
ing, superior  logistics  management 
is  an  important  way  to  improve  over 
all  corporate  efficiency  and  prof- 
itability. 

The  cornerstone  of  the  brave  new 
warehouse  is  the  ubiquitous  bar 
code,  which  first  appeared  on  select 
ed  supermarket  items  in  the  1970s. 
Bar  codes,  now  standard  on  product 
packaging  and  most  shipping  con- 
tainers, have  prov  ed  to  be  virtually 
100%  reliable  as  carriers  of  in- 
formation. They're  a  key  solution  to 
the  problem  of  getting  data  into 
host  computers  On  an  accurate  and 
timely  basis,  where  it's  put  to  use 
driving  the  applications  that  allow 


The  Symbol  Spectrum  One  network  helps  the  Hudson's 
Bay  Company  manage  distribution  center  logistics. 


managers  to  effectively  control  their 
logistics  operations. 

Another  strategic  technology  driv- 
ing the  wireless  warehouse  of  the 
1990s  is  the  Spectrum  One*  net- 
work, a  wireless  data  network  devel- 
oped by  Symbol  Technologies,  Inc., 
which  a  decade  ago  invented  hand- 
held laser  bar-code  scanners. 
Symbol's  Hagship  product  for  ware- 
house operations  is  the  Laser  Radio 
Terminal  (LRT)  3800,  a  lightweight 
hand-held  bar-code  scanner  with 
integrated  16-bit  DOS  computer  and 
high-speed  radio  frequency  data 
communications  via  Spectrum  One. 

Warehouse  workers,  who  once 
wandered  vast  aisles  with  carbon- 
smeared  clipboards,  now  execute 
tasks  with  hand-held  laser  scanning 
terminals  that  use  the  Spectrum 
One  network  to  feed  and  exchange 
data  with  any  type  of  desktop  or 
mainframe  computer.  The  results  of 
these  on-the-move  data  transactions 
are  streamlined  inventory  control, 
reduced  trucking  time,  fewer  lost 
shipments  and  improved  shelf  re- 
plenishment. 


STATE-OF-THE-ART 
DISTRIBUTION  CENTER 

For  example,  Hudson's 
Hay  Company,  North 
America's  oldest  eompanv 
(founded  in  Canada  in 
1670),  relies  on  state-of- 
the-art  distribution  cen- 
ters that  use  the  Symbol 
Spectrum  One  wireless 
technology  to  receive  and 
expedite  a  continuous 
How  of  bar-coded  mer- 
chandise from  its  numer 
ous  suppliers  to  375 
stores  throughout 
Canada. 

Workers  use  Symbol 
LRT  3800s  to  scan  thou- 
sands of  incoming  items 
every  day  to  verify  that 
vendor  bar  codes  are  on 
the  host  computer  item 
Hie  before  items  are  shipped  to 
stores.  Shipment  turnaround  has 
been  cut  to  one  day,  with  nearly  per 
feet  accuracy,  a  remarkable  record 
that  paper-based  logistics  managers 
cannot  dream  of  equaling. 

These  recent  advances  in  seannci 
and  computer  technology  bring 
data  systems  into  entirely  new  cor- 
porate environments  —  with  oppor- 
tunities  for  increased  productivity 
higher  than  with  desktop  comput- 
ers. Because  hand-held  scanners  ca 
be  customized  and  dedicated  to 
specific  tasks,  mobile  workers 
require  little  training.  And  data 
entry  is  simplified  by  the  eonsisten 
of  bar  codes,  which  ensures  speed 
and  accuracy. 

Symbol  Technologies  started  as  i 
bar  code-capture  company  in  1973 
The  Symbol  of  the  1990s  has  evolve 
into  the  worldwide  leader  in  systen 
building  blocks  for  bar  code-driven 
data  transaction  management. 

So  if  you've  given  up  on  the 
paperless  office,  turn  your  attcntio 
to  the  paperless  warehouse.  If  you 
don't,  your  competitors  will.  ■ 


len  faced  with  the  challenge  of  inventory 
itrol,  many  companies  don't  know  how  to  get 
n  point  A  to  point  B. 

The  maze  of  issues  confronting  you  can  be  over 
elming.  Do  you  face  excess  inventory  of  items 
i  don't  need,  or  shortages  of  items  you  do  need? 
i  you  shipping  items  to  destinations  either 
early,  or  too  late?  Are  you  able  to  identify  in 
I  time  the  location  of 
terials  in  your  warehouse 
n  transit? 


ywmmum 


Changing  the  way  business  works. 


Symbol  Technologies,  the  worldwide  leader 
in  bar  code  data  capture  systems,  has  invented  an 
innovative  radio  frequency  technology  that 
can  help  you  in  a  way  never  before  possible.  Our 
Spectrum  One®  wireless  network  can  help  you 
manage  inventory  more  efficiently  and  profitably, 
and  better  serve  your  customers. 

To  find  out  how  Symbol's  bar  code  data  capture 
solutions  can  change  the  way 

M*b4flTiiM  y°ur  Dusmess  works,  call  us 

if9l  today  at  1-800-SCAN-2  H. 


His  joint  venture  with  Eastman  Kodak  is  tense 
and  his  Yves  Saint  Laurent  acquisition  is  under  fire, 
but  Jean-Frangois  Dehecq  has  shown  that  even 
state-controlled  companies  can  flourish 
under  the  right  managers. 

"We  had  to  be 
different" 


By  Rita  Koselka 

Standing  an  imposing  6  foot  6  inch- 
es in  his  spare,  whitewashed  office  off 
Paris'1  Champs  Elysees,  Jean -Francois 
Dehecq  talks  to  FORBES  about  how  in 
just  20  years  he  has  built  Elf  Sanofi 
into  one  of  the  world's  top  health  care 
and  fragrance  companies.  "We  were 
too  late  to  be  like  the  tradi- 
tional drug  companies," 
says  Dehecq,  53.  "We  had 
to  be  different,  and  build 
a  very  different  type  of 
company.1' 

Elf  Sanofi  is  the  51%- 
owned  subsidiary  of  the 
French  government's  giant 
oil  firm  Societe  Nationale 
Elf  Aquitaine.  (  The  other 
49%  is  owned  by  public  in- 
vestors.) Since  1975,  w  hen 
it  began  publishing  num- 
bers, Elf  Sanoti's  sales  and 
earnings  have  compounded 
at  annual  rates  of  18.8%  and 
25%,  respectively.  Last  year 
the  company  earned  $200 
million  ($10.50  per  share) 
on  sales  of  $4  billion.  Fragrances  ac- 
counted for  only  10%  of  revenues, 
health  care  products  the  balance.  But 
that  mix  has  changed  with  his  contro- 
versial acquisition  of  Yves  Saint  Lau- 
rent earlier  this  year. 

A  cornerstone  of  Dehecq's  plan  to 
be  different  is  an  alliance  in  pharma- 
ceuticals with  Eastman  Kodak  Co. — 
one  that  shows  how  difficult  interna- 
tional partnerships  can  be.  During  the 
1970s  and  1980s  Sanofi  had  acquired 
and  developed  several  proprietary 
drugs,  and  was  producing  generic  and 


over-the-counter  drugs.  But  none  of 
its  products  enjoyed  much  market 
share  outside  Western  Europe. 

Kodak's  Sterling  Winthrop  phar- 
maceutical division  was  in  a  similar 
position:  some  good  products,  but  no 
critical  mass  or  economies  of  scale  in 


Sanofi's  Dehecq,  Aquitaine's  Floch-Prigent  and  YSL's  Berge 
Is  it  cheaper  to  buy  a  known  name  or  to  build  one  from  scratch? 


production  and  distribution.  So  in 
1991  Dehecq  and  Sterling  Win- 
throp's  Chairman  Louis  Mattis 
agreed  to  combine  their  pharmaceuti- 
cal businesses  in  a  jointly  owned  alli- 
ance called  Sanofi  Winthrop. 

Kodak  and  Sanofi  brought  comple- 
mentary strengths  to  the  marriage. 
Sanofi  had  strong  European  distribu- 
tion and  some  good  drugs  in  its  pipe- 
line; Kodak's  Sterling  had  good  U.S. 
distribution  and  a  large  over-the 
counter  business  with  products  like 
Bayer  aspirin,  Phillips'  milk  of  magne- 


sia and  Midol.  Combined,  the  two 
now  spend  over  $500  million  a  year 
on  research;  that  ranks  the  joint  ven- 
ture tw  elfth  in  spending  among  world 
pharmaceutical  firms. 

But  there  are  strains  as  well  as 
strengths  within  the  Sanofi  Winthrop 
marriage.  Kodak  and  Sanofi  have  very 
different  visions  of  where  they  want  to 
go  in  health  care  products.  The  Ster- 
ling team  says  it  wants  "to  discover, 
develop  and  market  distinctive  phar- 
maceuticals and  consumer  health 
products."  But  Dehecq  sees  the  drug 
business  of  the  future  as  having  three 
different  components:  the  expensive 
development  of  new  high-tech  drugs 
for  Western  markets;  the  advertising- 
dependent  over-the-counter  market, 
as  in  the  U.S.;  and  the  development 
and  sale  of  inexpensive  generic  drugs 
for  the  Third  World  and  Eastern  Eu- 
rope. Dehecq  expects  most  of  Sanofi's 
sales  will  come  in  the  latter  two  cate- 
gories: over-the-counter  products 
and  generic  drugs. 

Given  this  difference  between  the 
partners,  it  is  not  surprising 
that  Sanofi  and  Kodak's 
Sterling  have  divided  up 
their  worldwide  responsi- 
bilities outside  their  natural 
geographic  markets  to  re^ 
fleet  their  differing  visions 
In  addition  to  North  and 
South  America,  Sterling  i< 
responsible  for  the  Pacifk 
Rim  and  Australasia — tht 
markets  of  the  present.  Sa 
nofi  has  charge  of  Westerr 
and  Eastern  Europe,  bu 
also  China,  the  Indian  sub 
continent  and  Africa — th< 
burgeoning  markets  of  tht 
future. 

While  it  is  unclear  w  ha 
Kodak  chief  Kay  Whit 
more's  anticipated  restructuring  plai 
(to  be  announced  in  September)  wi! 
mean  for  the  Sanofi  Winthrop  ven 
ture,  many  Kodak  analysts  think  tha 
at  least  part  of  Sterling  w  ill  be  sold  c 
spun  off.  To  Sanofi?  Perhaps.  Dehec 
isn't  waiting  to  find  out.  He  is  alread 
building  sales  organizations  in  Chin 
and  Vietnam.  Last  month  Sanofi  Wir 
throp  increased  its  stake  to  51% 
Chinoin,  the  second-largest  pharm; 
ceutical  firm  in  Hungary  and  one  c 
the  top  five  in  Eastern  Europe. 
"There  are  450  million  people  i 
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AMRYXLE 


What  if  a  car  were  designed  not 
merely  to  meet  your  needs,  but  to 
wughtfully  anticipate  them?  That's  the  luxury  of  the 
m  Toyota  CamryXLEV6. 

Beginning  with  a  power  driver's  seat  that  adjusts 
?ven  ways.  Air  conditioning  with  soft- touch  climate  con- 
ols.  A  power  glass  moonroof  that  tilts  or  slides  to  let  as 
ttle  or  as  much  of  the  outside  world  in.  There's  even  an 
luminated  entry  system  that  slowly  dims  the  dome 
ght  to  give  you  time  to  get  settled.  Every  one 
;andard.  Nice  touch. 

All  of  which  is  quite  civilized  compared  to  what 
5S  under  the  hood.  A  24-valve,  185-horsepower  V6.  Not 


to  mention  the  reassurance  of  both  a  driver-side  air  bag* 
standard  and  available  Anti-lock  Brakes. 

Of  course,  the  nicest  touch  of  all  is  something  you 
won't  find  anywhere  else.  Toyota's  legendary  quality.  Call 
1-800-GO-TOYOTA  for  a  brochure  and  location  of  your 
nearest  dealer. 


TS  NOT  HOW  MANY  TOUCHES  A  CAR  HAS. 
IT'S  HOW  IT  TOUCHES  YOU 


III  always  remember  that 
face.  The  smile  bordering  on 
a  tear.  Silence  as powerful 
as  music.  Eyes  as  lively  as  the 
diamond  I  nervously  slipped 
on  her  finger.  And  now 
that  we  have  come  so  far 
together,  perhaps  now  is  the 
moment  to  celebrate  that  love, 
once  again,  with  a  diamond 
as  exceptional  as  our  love. 


Elf  Sanofi 


?  each  diamond  is  unique, 
nd  of  two  carats,  or  more, 
u lady  rare.  Fewer  than  one 
>f  American  women  will  ever 
me.  If  you  are  considering  an 
nt  diamond  gift for  your  wife, 
ring  featuring  a  brilliantly 
curat  center  stone,  learn 
t,  clarity,  color  and  carat 
Known  as  the  4@s,  they  are 
de  to  a  diamonds  quality 

e.Fire  Within. 
diamond  is  cut  to  proper  . 
oris,  light  is  reflected fmm  one 
mother  and  dispersed  through 
ft  he. stone. 

Natures  Fingerprint. 
moods  contain  tiny,  natural 
rks  called  "inclusions"  The 
\d  smaller  the  inclusions,  t/ie 
interfere  with  the  passage 

ikeSpritig  Water: 
ds  boast  an  inf  inite  range  of 
'he  totally  colorless  diamond, 
;  allows  white  liglu  to  pass 
it  effortlessly  dispersed  as 
s  of color. 

[  eight,  Camb  Tree. 
d  "carat " originated 'front 
■c  sceds.  Diamonds  were 
udly  weighted  against  these 
>il one  carat  was. standardized 
fill  of  a  gram. 

W-432-8819. 

/OUT  complimentary  brochure 
iame  of  an  expert  diamond 
war  you. 

imond  is  forever: 


Eastern  Europe  and  Russia,"  says  De- 
hecq.  "It's  impossible  to  give  them 
products  for  $2  a  day.  We  must  find 
products  at  perhaps  20  cents  a  day. 
They  will  come  from  all  these  very 
good  products  that  were  found  dur- 
ing the  Seventies,  which  will  be  out  of 
patent  in  the  next  few  years."  Put 
another  way,  Sanofi  intends  to  earn  its 
profits  from  huge  volume  rather  than 
high  margins. 

If  Dehecq's  alliance  with  Sterling 
has  proved  tense,  his  latest  and  largest 
acquisition  has  left  many  Sanofi 
watchers  scratching  their  heads.  In 
May  Dehecq  acquired  Yves  Saint  Lau- 
rent, the  famous  French  fashion  and 
perfume  house,  in  a  stock  swap  valued 
at  around  $650  million.  Analysts,  pol- 
iticians and  the  French  press  howled 
that  the  deal  was  nothing  more  than 
an  expensive  bailout,  at  taxpayers' 
expense,  of  Yves  Saint  Laurent  and  his 
business  partner,  Pierre  Berge.  Berge 
is  a  close  friend  of  French  Socialist 
President  Francois  Mitterrand. 

Dehecq  stoutly  denies  that  politics 
was  a  factor  in  the  deal.  But  if  not,  it's 
hard  to  make  sense  of  it.  With  econo- 
mies here  and  in  Europe  and  Japan 
sluggish,  ysl's  sales  were  virtually  flat 
in  1992,  at  $566  million;  earnings  fell 
46%,  to  $25  million.  Critics  say  the 
designer  himself  is  past  his  prime.  And 
ysl's  American  business  has  been 
wracked  by  five  years  of  management 
turmoil,  at  a  time  when  the  cosmetics 
industry  has  been  moving  to  lower- 
priced  products  sold  outside  of  de- 
partment stores. 

"It's  an  old,  tired  brand  which 
hasn't  launched  a  new  product  in 
years,"  says  cosmetics  industry  con- 
sultant Allan  Mottus,  of  ysl.  "The 
French  taxpayers  got  taken." 

Dehecq  defends  the  acquisition  by 
noting  that  new  perfumes  are  now 
fantastically  expensive  to  develop  and 
launch,  and  they  often  flop,  ysl's 
fragrances — its  names  include  Opium 
and  Paris — may  be  old,  says  Dehecq, 
but  they  still  pull.  Cheaper  to  buy,  he 
is  saying,  than  to  build. 

"Surely  it  [ysl]  has  problems,  but 
I'd  rather  have  a  flagship  name  like 
Yves  Saint  Laurent  with  problems 
that  I  can  fix  than  try  to  create  a  new 
name,"  says  Lawrence  Aiken,  head 
of  the  American  fragrance  arm 
Sanofi  Beaute,  which  sells  Oscar  de 
la  Renta,  Perry  Ellis,  Van  Cleef  & 


Arpels  and  Nina  Ricci  fragrances. 
The  YSL  lines  will  be  folded  into 
Aiken's  operation. 

In  a  sense,  the  deal  isn't  an  acqui- 
sition so  much  as  a  gift  to  Sanofi  by 
its  controlling  shareholder,  state- 
owned  Elf  Aquitaine.  That's  because 
Dehecq  used  no  cash  to  buy  YSL.  In- 
stead, he  issued  new  shares,  diluting 
Aquitaine's  stake  from  62%  to  51%. 

Dehecq's  eyes  twinkle  when  asked 
about  impending  changes  in  the 
ownership  of  Sanofi.  Massive  Elf 
Aquitaine  (1992  revenues,  $38  bil- 
lion)   is   a   prominent   entry  on 


Yves  Saint  Laurent,  with  model 


Did  French  taxpayers  get  taken? 

France's  newly  elected  conservative 
Prime  Minister  Edouard  Bahadur's 
list  of  state-owned  companies 
scheduled  for  privatization.  The  oil 
company  is  run  by  Loi'k  Le  Floch- 
Prigent,  who  by  many  accounts  has 
ambitions  to  further  develop  Aqui- 
taine's energy  operations. 

Dehecq  would  probably  not  be 
unhappy  if  Floch-Prigent  were  to 
concentrate  on  the  energy  business 
and  leave  him  in  sole  command  of 
Sanofi.  He  might  get  his  wish.  If 
Floch-Prigent  needs  to  raise  cash  for 
his  energy  programs,  he  might  sell 
Elf  Aquitaine's  51%  stake  in  Sanofi. 
At  current  prices  on  the  Paris 
bourse,  it  is  worth  around  $1.8  billion. 

Does  Dehecq  expect  to  be  running 
his  own,  fully  privatized,  show  in  the 
fairly  near  future?  "Anything  is  possi- 
ble," he  begs  off,  with  great  Gallic 
charm.  BB 
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NUMBERS  GAME 


Would  you  pay  $390  for  a  baseball  signed 

by  Joe  DiMaggio?  You  have  company,  and  therein 

lies  a  blot  on  Score  Board  Inc.'s  balance  sheet. 

The  DiMaggio 
debacle 


By  Roula  Khalaf 

It's  been  42  years  since  New  York 
Yankee  great  Joe  DiMaggio  hung  up 
his  spikes.  But  Joltin'  Joe,  now  78, 
still  makes  a  lot  of  money  off  baseball. 
Since  1991  a  little  Cherry  Hill,  N.J.- 
based  company  called  Score  Board 
Inc.  has  paid  DiMaggio  some  $6  mil- 
lion to  sign  baseballs  and  photos, 
which  the  company  sells  on  QVC  and 
Home  Shopping  Network,  as  well  as 
through  catalogs  and  dealers. 

Here's  the  concept:  Score  Board 
pays  DiMaggio  about  $150  every 
time  he  signs  a  ball.  The  balls  are 
offered  to  the  shopping  networks  on 
consignment,  and  through  outright 
sales.  For  every  ball  retailed  at  S390, 
the  shopping  network  gets  S190, 
yielding  Score  Board  a  gross  profit  of 
around  S50  per  ball.  Add  to  this 
example  sales  of  other  signed  sports 
memorabilia,  and  Score  Board  looks 
like  a  very  profitable  little  company. 
For  fiscal  1993  (ended  Jan.  31 )  Score 
Board  netted  $8  million  (SI. 52  a 
share)  on  revenues  of  $75  million. 
Boasts  Paul  Goldin,  whose  family 
owns  a  22%  ($20  million)  stake  in  the 
company:  "We're  making  a  lot  of 
money." 

Why,  then,  is  Score  Board's  stock 
bumping  along  at  18  a  share,  down 
from  40  a  share  last  vear? 

The  answer  isn't  on  the  company's 
income  statement.  It's  on  the  balance 
sheet.  While  revenues  and  earnings 
keep  climbing,  Score  Board's  inven- 
tories have  climbed  taster,  jumping  to 
nearly  40%  of  sales,  up  from  25%  in 
fiscal  1992.  The  inventories  are  turn- 
ing at  just  2.5  times  a  year,  compared 
with  nearly  4  times  in  1992.  Receiv- 
ables have  been  on  a  steady  climb, 
too,  rising  much  faster  than  sales  in 


the  last  six  quarters. 

These  numbers  show  that  Score 
Board  has  committed  a  classic  blun- 
der. It  has  expanded  without  securing 
its  distribution  channels.  Home 
Shopping,  which  produced  19%  of 
Score  Board's  revenues  in  fiscal  1992, 
dropped  the  company  for  much  of  last 
year  in  favor  of  a  competitor,  which 
has  since  teamed  up  with  another 
competitor,  Carlsbad,  Calif. -based 
Upper  Deck  Co.  And  QVC,  which 
accounted  for  16%  of  Score  Board 
sales  in  fiscal  1993,  now  runs  Upper 
Deck's  shows  along  with  Score 
Board's.  Thanks  mainly  to  new  com- 
petition on  television,  Score  Board  is 
sitting  on  as  much  as  $5  million  worth 
of  unsold  DiMaggio  memorabilia. 

Groans  Score  Board's  executive 
vice  president,  Kenneth  Goldin:  "If  I 
had  the  knowledge  I  have  now  two 
years  ago,  we  would  not  have  ven- 
tured into  the  DiMaggio  deal." 

Goldin,  now  28,  started  Score 
Board  six  years  ago  with  his  father, 
61 -year-old  Paul.  At  the  time,  the 
elder  Goldin  was  struggling  with  an- 


Score  Board's  Paul  and  Kenneth  Goldin 
Will  Elvis  sell  better  than  DiMaggio? 


other  startup,  a  medical  equipmen 
company  that  later  went  bust.  He  go 
the  idea  to  start  Score  Board  from  hi 
son's  baseball  card  collection.  Tb 
Goldins  raised  $2.2  million  in  a  penn 
stock  offering.  (Adjusted  for  a  revers 
split  and  a  split,  the  offering  price  wa 
$2.33.)  They  used  the  money  to  bu 
baseball  cards  from  companies  lik 
Topps  Co.  at  wholesale.  Then  the 
pulled  out  the  most  popular  cards 
repackaged  them  and  sold  them  t< 
dealers  at  a  sharp  premium. 

In  1989  the  Goldins  began  signini 
past  and  present  stars  like  Willie  May 
and  Nolan  Ryan  to  sign  balls,  jerseys 
photos  and  all  manner  of  sports  mem 
orabilia.  For  a  couple  years  the  Gol 
dins  had  the  signed  memorabili 
niche  to  themselves.  But  in  mid- 199; 
privately  held  Upper  Deck  expandei 
from  sports  cards  into  sports  memora 
bilia  and  wooed  away  many  celebrit 
athletes  with  lavish  deals.  For  exam 
pie,  Score  Board  had  paid  Micke 
Mantle  less  than  $1  million  a  year  t< 
sign  memorabilia.  Upper  Deck  no\ 
pays  him  $2.7  million.  Such  deals  ar 
forcing  Score  Board  to  up  its  bids.  A 
these  costs  rise,  the  company's  finan 
cial  problems  will  ooze  from  the  bal 
ance  sheet  to  the  p&l  statement. 

Say  this  for  the  Goldins:  They  ar 
clever  opportunists.  Take  their  line  o 
draft  pick  cards.  Score  Board  sign 
exclusive  but  very  short  term  deal 
with  the  top  draft  choices  of  all  fou 
major  sports  leagues  and  floods  thi 
market  with  cards  during  the  brie 
period  between  when  a  player  is  draft 
ed  and  when  he  begins  his  profession 
al  career.  Example:  The  Goldins  pai< 
the  Orlando  Magic's  Shaquill 
O'Neal  $1.6  million  for  the  exclusiv 
right  to  make  Shaq  trading  cards  be 
tween  June  and  December  1991 
Shaquille  O'Neal  cards  alone  general 
ed  S8  million  in  sales  in  fiscal  1993. 

But  even  the  Goldins  admit  thei 
are  only  a  few  names  that  can  sell  s 
well.  That's  why  they're  now  bettin 
on  a  new  idea:  entertainment  memc 
rabilia.  The  company  recently  secure 
licenses  from  the  likes  of  Yoko  Or 
and  the  Elvis  Presley  estate  to  use  tl 
likenesses  of  John  Lennon  and  Eh 
on  plates,  shirts,  stamp  plaqu 
and  coins. 

Will  Elvis  Presley  plates  sell  bettl 
than  Joe  DiMaggio  baseballs:  Probj 
bly  not,  but  you  never  know. 
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Health  insurance  covered  your  surgery.  life 
insurance  protects  your  family.  Car  insurance 
guards  the  old  jalopy.  Your  homeowner's  policy 
even  protects  the  chair  you're  sitting  in.  Afl  you 
can  lose  is  the  nest  egg  that  lets  you  sit  there. 

Can  you  insure  your  nest  egg?  Absolutely  Next  time  you  buy  municipal  bonds,  make 
sure  they  come  with  MBIA  insurance.  Whatever  may  happen  to  the  city  or  state  that 
issued  your  bonds — your  checks  keep  coming  Both  Moody's  and  Standard  &  Poor's  give 
their  highest  rating,  Triple-A,  to  bonds  that  we  insure. 

Our  protection  is  very  reasonable.  For  the  average  $1,000  bond,  you  give  up  less  than 
five  dollars  in  interest  income  per  year.  Speak  with  your  financial  advisor.  Find  out  how 
MBIA  can  help  to  make  your  investments  even  safer  than  your  easy  chair. 

Municipal  Bond  Investors  Assurance  Corporation,  113  King  Street,  Armonk,  New  York  10504 


UP  &  COMERS 

EDITED  BY  FLEMING  MEEKS 

Getting  rich  is  often  a  symbol  of  deeper  rewards  that 
come  from  starting  a  successful  business.  Consider 
these  two  high-tech  Ph.D.s  from  Hong  Kong. 

Refugees 
from  academe 


By  Andrew  Tanzer 

To  reach  the  headquarters  of  Hong 
Kong's  Varitronix  International  Ltd., 
visitors  can  share  a  service  elevator 
with  sweaty  laborers  hauling  crates  up 
and  down.  The  office  floor  vibrates 
from  drilling  on  factory  floors  above 
and  below. 

Don't  think  you've  been  thrown 
back  to  primitive  industrial  times. 
Varitronix  makes  a  heap  of  money 
from  producing  sophisticated  liquid 
crystal  displays.  They  go  into  prod- 
ucts ranging  from  Ferrari  dashboards 
to  yacht  navigation  systems.  Last  year 
the  15-year-old  firm  earned  $13.5 
million,  or  5.4  cents  a  share — a  fat 
30%  net  margin  on  revenues  of  $44 


million. 

Varitronix  was  founded  by  two  ref- 
ugees from  the  halls  of  academe:  C.C. 
Chang  and  York  Liao.  Chang,  now 
49,  holds  a  doctorate  in  solid-state 
electronics  from  the  U.K.'s  Manches- 
ter Institute  of  Science  &  Technol- 
ogy. Liao,  47,  earned  his  Ph.D.  in 
physics  from  Harvard.  Before  going 
into  business,  both  were  professors  at 
Hong  Kong's  Chinese  University. 

For  Chang  and  Liao,  the  business 
world  was  more  about  pursuing  their 
academic  interests  than  about  making 
money.  "I  was  bored  with  academia," 
says  Chang,  son  of  a  Shanghai  busi- 
nessman, "and  there  was  hardlv  anv 


Varitronix  founders  C.C.  Chang  and  York  Liao 

"At  the  university  you  can  be  more  leisurely— and  you  may  never  get  the  job  done." 


money  for  doing  research  in  Hon 
Kong  universities  in  the  1970s." 

In  1978  Chang,  Liao  and  six  othc 
partners — four  of  them  academics- 
put  up  a  total  of  $300,000  to  set  up 
little  shop  making  L<  D  displays.  Wh 
LCDs?  "It  was  the  only  thing  I  knew, 
quips  Liao,  who  wrote  his  dissertatio 
on  the  physical  properties  of  liqui 
crystals  in  1973 — the  same  year  as  th 
development  of  the  first  commercial 
ized  liquid  crystal  display. 

Liao  knew  from  the  scientific  an 
technological  literature  that  LCC 
were  becoming  a  hot  product.  Aftc 
the  first  LCD  digital  watch  was  devel 
oped  in  1973,  Hong  Kong  quickl 
became  the  world's  leading  volum 
producer.  Varitronix  began  produc 
ing  watch  displays  in  1979,  earning 
profit  its  first  year.  It  quickly  move 
on  to  other  low-end  displays  fc 
clocks  and  calculators. 

By  the  early  1980s  LCDs  were  turn 
ing  into  a  commodity — since  197S 
the  price  of  liquid  crystal  watch  dis 
plays  has  dropped  from  $1.25  to 
cents.  Rather  than  fight  a  losing  battl 
with  giant  Japanese  LCD  producei 
like  Sharp  Corp.  and  Casio  Compute 
Co.,  Liao  and  Chang  refocused  th 
company  on  more  sophisticated,  ol 
ten  customized  displays.  Varitroni 
targeted  engineering-intensive  appli 
cations,  such  as  temperature  display 
that  wiil  operate  in  extreme  weathe 
conditions  for  Mercedes-Benz  autoi 
and  doughnut-shaped  LCDs  for  cori 
trol  panels  in  British  Aerospace  plan 
cockpits.  Other  products  now  incluq 
customized  displays  for  medic, 
equipment,  gas  station  pumps,  cellu 
lar  phones  and  train  station  and  ai 
port  signboards. 

Jumping  up  the  knowledge  cun 
was  smart  strategy.  The  Japanes 
with  their  huge  fixed  investments  ar 
vast  production  runs,  don't  have  tl 
flexibility  to  take  on  custom  order 
which  typically  vary  from  a  few  hui 
dred  to  a  few  thousand  units.  As 
result,  Varitronix  has  little  compel 
tion  in  its  niche. 

On  occasion,  Varitronix's  produi 
fail  before  they  succeed.  Example: 
the  mid-1980s  Varitronix  develop 
a  handheld  home  banking  termir 
for  sale  in  the  U.S.  But  the  hor 
banking  market  failed  to  materializ 

With  a  lot  of  time  and  money  su 
into  the  terminal,  Liao  and  Cha 
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;  loath  to  write  it  off.  So  they 
nfigured  it  into  a  bet-from-home 
ce  for  the  Royal  Hong  Kong 
;ey  Club.  This  proved  to  be  an- 
:r  smart  decision.  With  more  than 
,000  betting  accounts,  the  club's 
ue  operators  were  swamped  by 
rs  placing  bets  by  phone  in  the 
utes  before  the  gates  opened  for 
e  races.  By  contrast,  Varitronix's 
lese- English  telebetting  device 
vs  punters  to  pick  horses  and  the 
unt  of  wager  on  a  touch-screen 
menu,  and  to  send  the  choices  by 
[em  to  the  club's  computer  up 
I  the  gates  open.  The  terminals 

allow  users  to  transfer  money 
1  bank  to  betting  accounts, 
aritronix    now    supplies  over 
100  of  the  devices  a  year  to  the 

at  about  $300  apiece,  and  is 
loping  similar  telebetting  termi- 

for  horse  racing  authorities  in 
ralia  and  Malaysia, 
hang  and  Liao's  next  hot  product 
d  be  electronic  price  tags,  which 
're  developing  for  supermarket 
r-edges  with  England's  GEC-Mar- 
.  When  a  store  changes  prices,  the 

information  could  be  transmit- 
vvirelessly  to  the  shelf  tags,  with 
avings  in  labor  and  printing  costs, 
price  tags  use  GEC-Marconi's  fer- 
:ctric  liquid  crystal  technology, 
xtremely  low  energy  LCD  variant 
retains  an  image  when  power  is 
ed  off  and  consumes  energy  only 
n  the  image  is  changed.  Vari- 
ix  expects  to  have  a  product  out 
in  a  year. 

ao  and  Chang  make  a  good  part- 
hip.  Liao  runs  the  technical  side 
le  firm;  Chang  handles  marketing 
finance.  Since  Varitronix  went 
ic  two  years  ago,  its  shares  have 
e  than  doubled  (to  a  recent  89 
s  a  share)  on  the  Hong  Kong 
k  Exchange.  Big  buyers  include 
lity  South  East  Asia  Fund  and 
liry  Hong  Kong  Fund.  Big  bene- 
ries  include  Chang,  whose  27% 
t  is  worth  $63  million,  and  Liao, 
se  14%  is  worth  $33  million. 
Lit  Liao  insists  that  money  is  only  a 
bol  of  deeper  rewards  that  have 
ued  from  going  into  business, 
u  see  results  quickly,"  he  says, 
d  competition  forces  you  to  be 
-effective.  At  the  university  you 
be  more  leisurely — and  you  may 
:r  get  the  job  done."  HI 


Artisoft's  Jack  Schoof  was  a  bright 
young  computer  entrepreneur,  but  what 
he  really  needed  was  an  airtight 
nuptial  agreement  with  his  former  wife. 

As  the  company 
turns 


By  William  P.  Barrett 

On  Friday,  May  28,  C.  John  Schoof 
II,  founder,  chief  executive  and  chair- 
man of  computer  networker  Artisoft, 
Inc.,  was  preparing  to  leave  his  Tuc- 
son, Ariz,  headquarters  for  the  Me- 
morial Day  weekend.  A  secretary 
handed  him  a  fax.  The  board  of  direc- 
tors had  scheduled  a  meeting  for  the 
next  business  day.  Stated  topic:  termi- 
nation. Schoof  s.  "It  was,"  he  recalls, 
"a  long,  unhappy  holiday." 

What  did  the  34-year-old  Jack 
Schoof,  whose  name  rm/mes  with 


loaf,  do  wrong? 

A  University  of  Arizona  graduate 
and  a  computer  nut  since  childhood, 
Schoof  founded  Artisoft  on  a  shoe- 
string in  1982.  Schoofs  first  product 
was  software  that  enhanced  PC  operat- 
ing systems.  From  there,  he  moved 
into  building  IBM-PC  clones.  Then,  in 
1986,  he  and  a  co-worker  came  up 
with  a  cheap  but  effective  way  of 
networking  personal  computers  and 
printers  without  using  a  dedicated 
computer,  or  server,  to  control  the 


Artisoft  founder 
and  ousted 
chairman 
Jack  Schoof 
"I've  got  to 
vindicate  my 
reputation." 
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network.  Just  cables,  software  and  an 
easy-to-install  board  for  each  PC. 

LANtastic,  as  Schoof  called  the 
product,  was  a  big  hit  with  small 
companies  and  computer  consul- 
tants. Artisoft's  sales  rose  from  $2 
million  in  fiscal  1988  (ended  June  30) 
to  $21  million  in  1990  and  $73  mil- 
lion in  1992. 

But  trouble,  of  the  marital  kind, 
was  afoot.  Schoof  and  his  wife,  a 
lawyer  active  in  the  company,  owned 
rwo-thirds  of  Artisoft.  The  rest  be- 
longed to  family  and  friends  who  had 
put  up  early  money. 

When  the  Schoofs  divorced  in 


holdings  in  a  secondary  offering  at 
$31.50  a  share.  All  told,  the  venture 
capitalists  unloaded  about  half  their 
stake,  taking  out  some  $90  million  in 
barely  more  than  a  year.  Schoof  sold 
shares  worth  only  $4  million. 

The  stock  continued  to  climb,  hit- 
ting 35  in  March  1992  and  valuing 
little  Artisoft  at  over  $600  million — a 
mind -bending  76  times  earnings. 
This  led  Business  Week  to  rank  Artisoft 
number  one  on  its  1992  list  of  Best 
Small  Companies. 

But  even  as  the  stock  climbed  and 
the  good  press  flowed,  Artisoft's 
foundation  was  shaking.  One  prob- 


Artisoft  Chief 
Executive  William 
Keiper 
Facing  a 
challenge  from 
the  company's 
founder. 


1990,  she  got  half  the  holding.  To 
cash  her  out,  a  series  of  transactions 
was  arranged  with  two  Boston-based 
venture  capital  firms,  Summit  Funds 
and  TA  Associates.  The  venture  firms 
put  up  $22.5  million  to  buy  her  stake 
and  roughly  the  same  amount  to  buy 
most  of  the  rest  that  Schoof  didn't 
own.  Suddenly  Jack  Schoof  was  no 
longer  in  control  of  his  company. 

In  1991  the  venture  capitalists  de- 
cided to  recoup  their  investment,  tak- 
ing Artisoft  public  at  $16  a  share. 
That  valued  the  company  at  $270 
million.  A  few  months  later  they 
cashed  out  another  chunk  of  their 


lem  was  competition.  Artisoft  had 
perfected  so-called  peer-to-peer 
networking  and  had  the  field  to  itself 
for  a  few  years.  Then  Novell  Inc.,  the 
leader  in  server-based  network  sys- 
tems, hit  the  market  in  1991  with  a 
competing  product;  it  was  soon  fol- 
lowed by  a  somewhat  similar  product, 
Windows  for  Workgroups,  from  Mi- 
crosoft Corp. 

A  second  and  related  problem: 
Artisoft  was  and  is  a  one -product 
company.  Efforts  to  develop  new 
products  basically  went  nowhere. 

Result:  Starting  in  1990,  Artisoft's 
share  of  the  peer-to-peer  market 


dropped,  from  nearly  100%  to  46% 
1992.  While  revenues  have  continui 
to  grow,  to  an  expected  $85  millic 
for  fiscal  1993,  earnings  are  expect* 
to  drop  by  a  third,  to  $9  million,  or  J 
cents  a  share.  Artisoft's  o-t-C-trad< 
shares  now  sell  for  less  than  $7  apiec 

Artisoft's  board  pushed  Schoof 
come  up  with  some  new  networkii 
software  products.  But  Schoof  war 
ed  to  diversify  the  Artisoft  line  wi 
new  products  like  kiva,  a  communic 
tions  program,  and  Artiscribe,  diet 
tion  software,  to  pick  up  the  slack 
its  core  business.  "You  have  to  scatt 
some  seeds,"  he  says.  Relations  b 
tween  Schoof  and  his  board  did  n 
improve  w  hen  he  put  a  pilot  on  tl 
payroll.  Savs  Artisoft  director  Micha 
Child,  "Jack  didn't  feel  he  had  to  I 
accountable  to  anyone."  Hence  tl 
June  1  meeting  at  which  the  boa; 
ousted  Artisoft's  founder. 

Can  Artisoft,  which  has  no  de 
and  is  sitting  on  $47  million  ($2.6C 
share  )  in  cash  and  securities,  recliu 
its  previous  heights?  Despite  tl 
strong  finances,  doing  so  won't  1 
easy.  Following  Schoofs  ouster,  tl 
board  elevated  William  Keiper,  42, 
chief  executive  and  interim  chairma 
Keiper,  formerly  president  of  Temp 
Ariz. -based  computer  distributor  M 
croAge,  Inc.,  had  been  brought  in 
president  in  Januarv. 

A  lawyer  by  training,  Keiper  says  I 
plans  to  stress  international  sales  an 
to  peddle  bigger  systems.  A  LANta 
tic  system  can  connect  up  to  5C 
computers,  although  the  average  i 
stalled  system  connects  only  7  tern 
nals.  Keiper  concedes  that,  so  far,  o 
of  the  few  really  big  installations  is 
Artisoft's  headquarters. 

Meanwhile,  founder  Schoof,  wl 
still  owns  21%  of  Artisoft  and  has  se 
the  value  of  his  stock  holding  collap 
from  over  $130  million  to  arou 
$25  million,  wants  his  company  ba 
and  is  plotting  his  return.  Stung 
the  board's  refusal  to  pay  him  I 
estimated  SI  million  for  the  remaj 
ing  two  years  of  his  contract,  Schc 
nominated  his  own  slate  of  direct* 
late  last  month.  If  successful,  he  coi 
retake  control  of  the  Artisoft  boarc| 
the  October  annual  meeting. 

"I'm  the  one  with  the  ideas  a 
the  vision,"  declares  Jack  Schoof  i 
modestly.  "I've  got  to  vindicate 
reputation." 
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Lease  The  Lincoln  Town  Car  And  Enjoy 
One  Of  The  World's  Most  Spacious  Interiors. 


$499 


STANDARD  FEATURES: 

•  Remarkably  quiet  ride 

•  4.6-liter  V-8  engine 
•Driver  and  right-front    PER  MONTH,  24-MONTH  LEASE" 

Dasseneer  air  ba2  Refundable  security  deposit  '550.00 

£      ,6        ,  n6      .        DOWN  PAYMENT  »2,825.00 

bupplemental  Restraint    First  months  payment..  '499.00 

System*  |  Total  due  at  lease  inception  83, 874.00  | 

•  4-wheel  disc  anti-lock  brake  system 

•  Sequential  multi-port  electronic  fuel  injection 

•  6-way  power  driver  and  passenger  seats 

•  Remote  keyless  and  illuminated  entry  systems 

For  more  information  on  the  Lincoln  Town  Car  and  leasing,  please 
call  1-800-255-5433. 


s 


LINCOLN 


What  A  Luxury  Car  Should  Be 


♦Always  wear  your  safety  belt.  **1993  Town  Car  Executive  Series  M.S.R.P.  $35,175,  excludes  title,  taxes,  license  fee.  California  emissions  excluded.  Lease  payment 
m    based  on  average  capitalized  cost  of  88.67%  of  M.S.R.P.  for  24-mo.  closed-end  Ford  Credit  Red  Carpet  Leases  purchased  nationally  from  9/92-6/93.  Total  amount  of 
V    monthly  payments  is  $1 1 ,976.  Some  payments  higher,  some  lower.  See  dealer  for  payment/terms.  Lessee  may  have  option  to  buy  car  at  lease  end  at  price  negonated  with 
Lf  dealer  at  signing.  Lessee  responsible  for  excess  wear/ tear  and  mileage  over  30,000  at  1 1^/mile.  Credit  approval/insurability  determined  by  Ford  Credit.  Take  new  retail 

delivery  from  dealer  stock  by  9/22/93. 


CMS  Energy's  Bill  McCormick  tried  to  pull 
a  fast  one  on  Michigan's  utility  regulators. 
Then  the  regulators  found  out. 

Reined  in 


By  James  R.  Norman 

Consumers  Power  Co.  Chairman 
William  McCormick  Jr.  was  on  a  roll, 
and  he  played  it  for  all  he  could. 
Sitting  in  the  offices  of  Michigan  Pub- 
lic Service  Commission  Chairman 
Steven  Fetter  in  Lansing  three  years 
ago,  McCormick  reminded  the  state's 
chief  regulator  how,  starting  in  the 
mid-1980s,  McCormick  had  convert 
ed  the  utility's  unfinished,  $4.1  bil- 
lion Midland  nuclear  plant  into  the 
country's  biggest  gas-fired  power  sta- 
tion, thereby  saving  Consumers  Pow- 
er from  almost  certain  bankruptcy.  As 
a  result,  shares  of  cms  Energy  Corp., 
the  holding  company  for  S3  billion 
(sales)  Consumers  Power,  had 
climbed  from  less  than  7  a  share  in 
1985,  when  McCormick  came 
aboard,  to  almost  40  in  late  1989 — a 
S3  billion  gain  in  cms'  market  value. 

But  as  McCormick  chatted  up  Fet- 
ter in  Lansing,  cms  Energy's  lawyers 
and  bankers  were  huddled  in  New 
York.  There  they  were  secretly  craft- 
ing a  complex  asset  swap  that  would 
shift  the  revitalized  Midland  assets  to 
CMS,  where  they  could  be  leveraged  to 
fund  McCormick's  diversification 
plan.  The  goal:  to  funnel  Consumers 
Power's  assets  and  cash  flow  away 
from  Fetter  and  his  rate  regulators. 

An  ambitious  man  who  had  served 
as  President  Nixon's  science  adviser  in 
the  mid-1970s,  McCormick  had  even 
toyed  with  a  takeover  of  neighboring 
Detroit  Edison  Co. 

Fetter  found  out  about  McCor- 
mick's secret  agenda  by  reading  about 
it  in  the  paper  and  blew  a  fuse.  And 
not  without  reason.  The  Public  Ser- 
vice Commission  had  approved  al- 
most $600  million  of  rate  increases  to 
bail  CMS  out  of  its  Midland  plant 
problems;  it  felt  ratepayers — not  just 
the  company's  shareholders — should 
benefit  from  Midland's  turnaround. 


CMS  Energy  Chairman  William  McCormick 
Despite  setbacks,  still  diversifying. 


Fetter  joined  forces  with  Michigan 
Attorney  General  Frank  Kelley  to  rein 
in  McCormick.  Thus  began  a  long 
and  bitter  legal  fight.  In  1991  a  Mich- 
igan appeals  court  killed  McCor- 
mick's plan  to  have  cms  issue  a  pile  of 
junk  bonds  to  cheaply  buy  the  utility's 
$1.5  billion  of  bonds  and  equity  in  the 
Midland  plant.  In  March  a  settlement 
was  reached  between  CMS  and  the 
regulators,  resolving  a  raft  of  Midland 
disputes,  including  the  price  to  be 
paid  for  its  expensive  power.  The  net 
effect  was  to  raise  the  final  writeoff  for 
CMS  shareholders  on  the  Midland  nu- 
clear fiasco  to  more  than  $1  billion. 

Meanwhile,  cms  has  also  been 
obliged  to  commit  up  to  S500  million 
to  upgrade  its  distribution  network. 
That  and  other  hefty  capital  spending 
and  debt-paydowns  mean  Consumers 
Power  will  provide  only  modest  un- 
committed cash  flow  to  CMS  for  sever- 
al years,  thus  crimping  McCormick's 
plans  to  diversify  into  nonregulated 


businesses. 

Says  Fetter,  with  evident  satisf 
tion:  "My  sense  is  that  they  |< 
Energy  |  will  invest  in  smaller,  1 
risky  unregulated  deals,  without 
veraging  the  regulated  business." 

McCormick,  who  is  48,  hold 
doctorate  in  nuclear  engineer 
from  the  Massachusetts  Institute 
Technology.  He  had  been  heirapp 
ent  to  run  American  Natural  I 
sources  Co.  before  it  was  taken  o 
by  Oscar  Wyatt's  Coastal  Corp. 
1985.  Rather  than  go  with  Coastal, 
moved  to  Consumers  Power.  So 
knows  how  to  roll  with  setbacks, 
characterizes  his  recent  truce  w 
Fetter  as  "a  bittersweet  story." 

The  good  news  for  shareholder 
that  the  settlement  enabled  the  uti 
to  resume  dividends  to  CMS  last  w 
ter;  the  holding  company  then  hil 
its  own  shrunken  dividend  50%,  to 
annualized  72  cents  a  share  in  M 
Mainly  as  a  result  of  the  divide 
boost,  CMS  shares  have  rebounded 
25,  from  15  a  year  ago,  and  may  cli: 
higher.  McCormick  promises 
bring  cms'  paltry  3%  yield  closer  to 
5.6%  at  other  utilities,  and  to  raise 
payout  from  40%  to  50%  of  profit 
still  below  the  industry's  average  81 
Analysts  expect  cms  this  year  to  e 
close  to  $160  million  ($2  a  share) 
$3.8  billion  in  sales.  And  McCorm 
still  believes  nonregulated  busin 
will  be  20%  of  CMS'  profits  in  th 
years,  versus  3%  last  year. 

Not  that  McCormick  is  out  of 
woods.  He  had  to  write  off  his  4 
investment  in  tire-burning  po\ 
producer  Oxford  Energy  Co.,  wh 
went  into  Chapter  1 1  last  year,  a 
ing  cms  $31  million  aftertax.  Ale 
with  partners  General  Electric,  Bei 
tel  and  Panhandle  Eastern,  cms 
bidding  for  the  mothballed  Sho 
ham  nuclear  plant  on  New  Yoi 
Long  Island.  But  McCormick's  p 
to  convert  Shoreham  to  gas — as 
did  with  the  Midland  plant — loj 
like  a  long  shot. 

Rumors  have  been  circulating  t 
McCormick  chafes  under  the  regi 
tory  yoke  and  plans  to  quit  (  MS. 
can  afford  to — his  compensation 
averaged  SI  million  a  year  over 
past  five  years,  and  he  owns  S 1 2  i 
lion  worth  of  CMS  stock.  But  Mc( 
mick  insists  he's  at  cms  to  stay.  " 
job,"  he  says,  "is  a  lot  of  fun  now." 
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nternational-U.S. 
Account  Team 

ichaumburg,  Illinois 
rd  by  Our  Customers 
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World  Class 
Designs 


Golden  Gate  Bridge 
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Nasdaq  now  trades  almost  as  many  shares  as  the  Big  Board. 
Is  it  because  the  over-the-counter  market  is  so  efficient? 
Or  because  it  gives  the  brokers  so  many  ways  to  skin  investors? 

Fun  and  game 
on  Nasdaq 


By  Gretchen  Morgenson 

In  shark  of  U.S.  equity-trading  volume,  over-the- 
counter  trading  through  Nasdaq  is  closing  in  on  the  once 
dominant  New  York  Stock  Exchange.  In  1982  the  NYSE 
traded  63%  of  the  shares  changing  hands  while  Nasdaq 
traded  32%.  In  1992  Nasdaq's  share  had  jumped  to  47% 
while  the  Big  Board's  had  dwindled  to  50%.  The  Big 
Board's  former  2-for-l  lead  has  turned  into  a  dead  heat. 
The  exchange  retains  a  big  lead  only  in  dollar  volume,  a 
lead  it  is  losing  (see  chart,  p.  76). 

Why  is  Nasdaq  outgrowing  the  New  York  Stock  Ex- 
change? Nasdaq  claims  its  computerized  trading  system  is 
more  efficient  and  just  as  fair  as  the  Big  Board's  auction 
system  with  its  flesh-and-blood  specialists.  And  Nasdaq 
claims  to  be  the  home  for  companies  of  the  future, 
intimating  that  the  Big  Board  is  for  the  tired  old  giants. 
Day  after  day  such  Nasdaq  stocks  as  Apple  Computer,  MCI 
Communications  and  Intel  compete  in  volume  with  Big 
Board  giants  like  IBM,  Wal-Mart,  Merck. 

But  there's  another  factor  involved  that  Nasdaq  people 
don't  like  to  talk  about.  Nasdaq  volume  is  more  profitable 
for  the  brokers  than  is  stock  exchange  volume.  Because  it  is 
more  profitable  for  brokers,  they  have  more  incentive  to 
push  Nasdaq  stocks. 

It  shows  in  broker  compensation.  Most  firms  pay 
registered  reps  33%  of  gross  commissions  on  exchange 
stocks — but  40%  on  Nasdaq  stocks  for  w  hich  the  firm  is  a 
marketmaker.  Because  of  this  sponsorship,  many  fast- 
growing  companies  prefer  Nasdaq  to  the  Big  Board. 
Those  extra  percentage  points  motivate  the  brokers  to 
work  the  phones  on  their  behalf. 

Fine.  That's  good  for  brokers  and  in  many  cases  compa- 
nies. What  about  investors?  That's  another  story. 

Nasdaq  employs  a  multiple  marketmaker  system, 
wherein  many  dealers  make  bids  and  offers  on  stocks 
supposedly  competing  for  customer  trades.  The  New  York 
and  American  stock  exchanges  use  the  auction  method, 
where  one  specialist  handles  all  trades  in  a  given  stock, 
passively  matching  orders  when  buyers  and  sellers  are  in 
balance,  taking  a  position  himself  when  they  are  not. 
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Unlike  the  Big  Board,  Nasdaq  (short  for  its  forme 
name,  the  National  Association  of  Securities  Dealer 
Automated  Quotation  system)  is  not  a  place.  No  shouting 
gesticulating  traders  throng  its  floor,  because  it  has  n< 
floor.  Nasdaq  is  simply  an  association  of 472  marketmake 
firms  tied  together  by  telephones  and  computers. 

After  careful  reporting  Forbes  is  convinced  that  th 
auction  system  produces  better  prices  for  all  but  th 
biggest  investors. 

Let's  look  at  some  numbers.  Given  its  high  degree  (j 
automation  and  ostensibly  large  number  of  marketmake 
competing  for  business,  Nasdaq's  bid/asked  spread 
should  have  narrowed  over  the  years  and  investors'  costs  c 
trading  on  Nasdaq  should  be  lower  than  on  the  Big  Boarc 
This  would  show  up  in  a  narrowing  of  the  differenc 
between  bid  and  asked  prices — the  spread. 

Have  Nasdaq  spreads  narrowed?  Are  they  lower  tha 
comparable  Big  Board  spreads?  No  on  both  counts.  An 
there's  this  very  important  difference:  You  can  buy  and  si 
in  between  the  spread  on  a  listed  stock,  but  you  can't  on , 
o-t-c  stock,  even  one  traded  even'  minute  or  two. 

Take  a  Big  Board  stock  quoted  49  V2  bid,  49%  asked, 
you  as  an  individual  place  an  order  to  buy  in  the  middle, 
49%,  your  order  goes  on  the  specialist's  book.  It  tak 
precedence  over  all  similarly  priced  offers  that  come 
later,  and  also  over  trades  by  the  specialist  for  his  ovt 
account  at  that  price.  There's  a  good  chance  you'll  get  tl 
stock  at  49%.  All  you  need  is  one  or  more  sellers  willing 
take  49%  for  their  shares. 

Try  the  same  thing  on  a  Nasdaq  stock.  Unless  you  are 
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;e  investor  or  otherwise  carry  clout,  you  can't  get  your 
er  executed  at  a  price  between  bid  and  asked.  In  most 
:s,  you  pay  the  asked  price  or  you  don't  get  the  stock, 
•rom  May  1989  to  May  1993  the  trade -weighted 
rage  spread  on  Nasdaq's  main  listing,  called  the  Na- 
lal  Market,  increased  from  43  cents  to  59  cents.  During 
se  years,  average  spreads  on  the  New  York  and  the 
erican  exchanges  have  held  steady  at  21  cents.  No 
:stion  where  investors  get  the  better  deal. 
Nasdaq  makes  much  of  a  study  by  Hans  Stoll  of 
iderbilt  University  rinding  that,  in  cents  per  share, 
re  is  little  difference  in  trading  costs  between  the 
hanges  and  Nasdaq.  Wait  a  minute.  Share  prices  tend  to 
much  lower  over-the-counter  than  on  exchanges.  As  a 
centage  of  trade  value,  Stoll  found,  equity  transaction 
ts  are  more  than  twice  as  high  o-t-c  as  on  an  exchange, 
"he  folks  at  Nasdaq  say  that  to  look  at  average  spreads  is 
leading,  and  that  spreads  should  be  compared  only  in 
tmparable"  stocks — Apple  and  IBM,  for  instance,  or 
>.  Healthcare  and  United  HealthCare. 
■ine.  On  a  recent  trading  day  Apple  had  a  V^-point 
:ad,  irm's  was  Ms;  U.S.  Healthcare's  spread  was  Vi  on 
>daq,  United  Healthcare's  was  Vs  on  the  New  York, 
wen  better,  why  not  look  at  spreads  of  identical  stocks 
t  have  moved  from  the  Nasdaq  to  an  auction  market? 
it's  what  William  Christie  and  Roger  Huang,  also 
fessors  at  Vanderbilt,  analyzed  in  1992.  They  concluded 
t  sharp  reductions  in  a  stock's  spread — more  than  50% 
average — resulted  when  a  firm  moved  from  Nasdaq's 
dona]  Market  to  an  exchange  (see  chart,  p.  77). 


Not  everyone  pays  more  for  using  Nasdaq.  Institutions 
and  big  traders  can  advertise  their  wants  or  offerings  on 
Reuters'  Instinet,  circumventing  spread-hungry  dealers. 
There's  also  Posit,  a  five-year-old  electronic  matching 
system  operated  by  Investment  Technology  Group  in 
New  York.  On  Posit,  orders  on  listed  and  o-t-c  stocks  pile 
up  all  morning;  at  around  11  a.m.  a  computer  begins 
sorting  through  them,  matching  them  up  on  price,  and  in 
some  cases  size.  Posit's  volume,  though  small,  is  rising  fast. 

Individual  investors  are  unlikely  to  use  either  Posit  or 
Instinet  because  a  substantial  deposit  or  a  large  minimum 
asset  requirement  is  needed.  Nor  does  any  brokerwe  know 
of  offer  to  put  small  customer  orders  on  Instinet.  The  best 
that  individuals  can  do  to  minimize  o-t-c  trading  costs  is  to 
instruct  their  brokers  to  execute  their  Nasdaq  trades  on  the 
Chicago  Stock  Exchange.  In  a  relatively  new  program, 
specialists  in  Chicago  make  markets  in  100  o-t-c  stocks.  By 
sending  your  order  to  Chicago,  you  have  a  better  chance  of 
paying  only  a  commission — rather  than  a  spread  and  a 
commission. 

It's  not  our  fault  if  Nasdaq  trading  costs  a  bit  more  for 
individual  investors,  says  Nasdaq.  James  Spellman,  spokes- 
man for  the  National  Association  of  Securities  Dealers  and 
Nasdaq,  says  spreads  have  increased  in  Nasdaq  stocks  in 
recent  years  because  a  group  of  nondealer  firms  is  "arbitrag- 
ing"  momentary  and  minute  discrepancies  between  dealer 
bids  and  dealer  offers.  They  do  this,  according  to  Spellman, 
by  placing  orders  electronically  on  a  system  called  Small 
Order  Execution  System,  or  SOES.  Spellman  says  these 
dealers,  which  other  marketmakers  derisively  call  "SOES 
bandits,"  have  forced  genuine  marketmakers  to  widen  their 
spreads  to  cover  SOES  bandits'  costs. 

Nice  try,  but  that's  only  a  small  part  of  the  answer  to  why 
Nasdaq  spreads  are  higher.  For  starters,  these  SOES  firms 
aren't  taking  advantage  of  Nasdaq  price  discrepancies, 
they  are  trying  to  catch  trading  trends.  Furthermore,  these 
18  firms  can  place  only  four  SOES  orders  for  1,000  shares 
per  customer  per  day;  their  numbers  are  minuscule  com- 
pared with  regular  dealer  and  customer  trading  of  some 
240  million  shares  on  a  typical  Nasdaq  day. 

Why  hasn't  competition  narrowed  the  Nasdaq  spreads? 
Cut  through  the  rhetoric  and  this  is  what  you  discover: 
Nasdaq  is  more  costly  for  investors  because  the  dealers 
work  together  to  keep  it  that  way.  As  one  cynical  o-t-c 
trader  points  out:  "In  the  over-the-counter  market,  the 
competition  is  between  the  dealers  and  the  customer." 

Note  this:  Bid  and  asked  prices  on  Nasdaq  stocks  rarely 
vary  from  dealer  to  dealer.  Most  Nasdaq  stocks  have  a 
dominant  dealer,  who  is,  in  some  ways,  comparable  to  the 
Big  Board  specialist.  When  that  "specialist"  moves  his 
bid — in  trading  lingo  this  dominant  dealer  is  known  as 
"the  name" — the  others  almost  invariably  follow.  Some 
firms  have  their  workstations  programmed  to  ape  the  bid 
and  offer  quoted  by  the  name. 

Novice  traders  learn  quickly  that  if  they  want  to  keep 
their  jobs  on  an  o-t-c  desk,  they  will  do  well  not  to  beat  the 
price  of  fellow  marketmakers.  "Breaking  the  spread,"  as  it 
is  called,  just  isn't  done.  One  veteran,  who  tried  on 
occasion  to  narrow  an  o-t-c  spread,  told  Forbes:  "I  used 
to  get  phone  calls  from  people;  they'd  scream,  'Don't 
break  the  spread!  You're  ruining  it  for  everybody  else!'  " 
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The  exchanges  vie  for  volume 


Nasdaq 


4000 

Billions  of  constant  1993  dollars 


Another  trader  who  tried  some- 
thing similar  said:  "My  phone  lights 
up  like  a  Christmas  tree.  'Whaddya 
doing  in  the  stock?  You're  closing  the 
spread.  We  don't  play  ball  that  way. 
Go  hack  w  here  you  belong.1  " 

One  dealer  recalls  putting  up  a 
price  on  10,000  shares  of  Seagate 
Technology  with  a  Vs-poinl  spread, 
instead  of  the  XA  point  that  was  typical 
at  the  time.  When  fellow  market- 
makers1  threats  didn't  scare  her  into 
pulling  her  quote,  they  stopped  trad 
ing  the  stock,  one  of  Nasdaq's  most 
active  issues.  She  says:  "This  was  not  a 
regulator)'  hall.  They  [the  dealers | 
simply  stopped  trading  it  for  45  min- 
utes; not  one  trade  went  by.11  Finally 
First  Boston  filled  the  order  and  the 
stock  began  trading  again,  with  a  lA- 
point  spread. 

Veterans  well  know  that  closing  the 
spread  might  gain  them  an  order,  but 
it  would  in  the  long  run  spoil  the 
game.  It's  no  coincidence  that  aso-t-c 
spreads  have  increased,  so  too  has  the 
number  of  marketmakers.  Firms  mak- 
ing active  markets  in  o-t-c  stocks  now 
number  472,  up  from  407  ten  years 
ago.  During  the  same  period  the 
number  of  specialist  firms  on  the  New 
York  and  the  American  stock  ex- 
changes declined. 

Who  are  these  "names,"  or  "axes,'1 
as  marketmakers  are  sometimes 
called?  Nasdaq  dealer  firms  include  big  retail  outfits  like 
Merrill  Lynch  and  Shearson,  trading  firms  like  Salomon 
Brothers  and  Goldman,  Sachs  and  strictly  o-t-c  trading 
houses  like  Herzog,  Heine,  Geduld;  Sherwood  Securities; 
Troster  Singer  and  Charles  Schwab's  subsidiary  Mayer  & 
Schweitzer. 

No  one  firm  makes  markets  in  all  5,000  Nasdaq  stocks. 
A  big  stock  like  Apple  Computer  may  have  60  market- 
makers,  a  small  stock  only  2.  Merrill  Lynch  makes  markets 
in  1,050  U.S.  stocks.  Publicly  traded  Sherwood  makes 
markets  in  at  least  2,600  securities. 

Sherwood  is  definitely  one  of  the  big  "names"  in  o-t-c 
trading.  It  employs  roughly  1 00  traders  and  salespeople;  as 
it  has  no  retail  customer  base,  its  profits  come  Largely  from 
proprietary  trading.  Last  year  Sherwood  had  revenues  of 
$45  million,  double  what  it  generated  in  1991.  Pretax 
income  was  $11.4  million.  Sherwood's  operating  profit 
margin  of  25%  of  revenues  is  extraordinary.  Powerhouse 
Merrill  Lynch's  pretax  margin,  for  example,  is  12%,  Mor- 
gan Stanley's  1 1%. 

These  margins  make  the  business  of  trading  Nasdaq 
irresistible.  Merrill  Lynch  is  widely  rumored  to  have 
earned  $300  million  trading  Nasdaq  stocks  last  year,  14% 
of  its  principal  trading  revenues.  Mayer  &  Schweitzer,  the 
New  Jersey-based  o-t-c  trading  arm  acquired  by  Charles 
Schwab  Corp.  in  July  1991,  had  revenues  of  about  S120 
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The  NYSE  still  has  a  do/lai 
volume  lead  over  Nasdaq, 
but  the  lead  is  shrinking. 


million  last  year. 

Dealers  argue  that  25%  margins  like 
Sherwood's  are  just  deserts  for  the 
risks  they  take  carrying  positions  ir 
stocks  so  that  they  can  make  good  markets  for  their  firms 
customers.  Risks?  Rarely  does  a  firm  hold  long  or  shor 
positions  in  stocks  from  day  to  day.  After  the  1987  stock 
market  crash,  most  firms  instituted  policies  requiring 
traders  to  go  home  "fiat,"  with  no  position,  thereby 
minimizing  their  potential  for  losses  in  a  volatile  market 
Gone  are  the  days  of  firms  maintaining  inventories  01 
stocks  from  which  they  could  execute  customer  orders 
Much  smarter  simply  to  take  the  spread  on  each  trade- 
virtually  riskless  eighths  and  quarters. 

Those  pennies  add  up.  The  NASD  says  o-t-c  market 
makers  grossed  $2.76  billion  in  1992,  up  50%  from  1988 
In  the  auction  markets  of  the  New  York  and  Americai 
stock  exchanges,  the  specialist  is — at  least  in  theory- 
obligateel  to  make  a  fair  and  orderly  market  in  a  company' 
shares.  This  means  the  specialist  must  put  his  capital  at  ris 
in  any  stock  that  suddenly  moves  fast  in  one  direction.  H 
must  buy  when  the  stock  is  dropping  precipitously  and  se 
when  it  is  rising  precipitously  and  pray  he  can  liquidate  at 
profit  before  the  day  ends. 

The  Nasdaq  marketmaker  is  under  no  such  obligatior 
Who  can  forget  how  so  many  marketmaker  phones  wer 
unansw  ered  in  the  crash  of  Oct.  19,  1987? 

Essentially,  Nasdaq  runs  a  two-price  system.  There  ar 
tw  o  different  kinds  of  markets.  There  is  die  market  fd 
outside  investors,  the  bids  and  askeds  found  on  voif 
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cer's  quote  machine.  Intel  recently  had  an  outside 
te  of  57V2  to  58,  a  half-point  spread,  meaning  that  an 
stor  wishing  to  sell  would  get  $57.50  a  share  minus 
mission;  an  investor  wishing  to  buy  would  pay  $58  a 
e  plus  commission.  A  stockbroker  who  happened  to 
esent  both  the  buyer  and  the  seller  would  earn  two 
ilar  commissions  plus  the  50-cents-a-share  spread  on 
:rade. 

hen  there  is  the  market  for  insiders,  SelectNet.  Here 
spread  is  razor-thin,  but  it's  for  dealers  only.  At  the 
le  price  marketmakers  buy  or  sell  shares  for  their  own 
iunts  or  for  their  biggest  customers.  That  market  on 
1  might  be  57%  bid,  57%  asked, 
's  very  simple:  A  smallish  investor  pays  a  spread  of  50 
s  a  share,  a  dealer,  25  cents.  So,  if  a  Schwab  customer 
?s  an  order  to  buy  500  shares  of  Intel  and  Mayer  & 
veitzer  doesn't  have  the  stock  on  hand  and  doesn't 
t  to  go  short  the  stock,  M&S  could  buy  the  shares  at 
s  from  another  dealer  and  sell  them  to  the  customer  at 
-plus  a  commission  of  $164.  Schwab,  so  innovative  in 
:r  ways,  has  shown  no  willingness  to  narrow  the 
ads  in  the  over-the-counter  game, 
he  brokers  have  some  interesting  ways  of  dividing  the 
Is.  Newly  popular  is  the  marketmaker  tactic  of  paying 
1  firms  for  the  privilege  of  executing  their  over-the- 
lter  customer  orders — paying  for  order  How. 
be  practice  began  only  a  few  years  ago.  A  big  dealer, 
Herzog,  Heine,  for  instance,  which  makes  markets  in 
10  Nasdaq  stocks,  puts  out  the  word  that  it  will  pay  2 
s  or  3  cents  a  share  for  another  firm's  orders.  In  return, 
zog  promises  to  execute  the  trades  at  the  best  bid  or 
■  on  the  Nasdaq  system. 

0  be  sure,  the  broker  who  sells  some  of  his  order  flow  is 
lg  up  a  juicy  spread.  But  then  no  one  broker  can  make 
<ets  in  every  stock.  You  sell  an  order  in  a  stock  where 
don't  make  a  market,  and  the  fellow  who  buys  your 
:r  is  supposed  to  return  the  favor  by  sending  you  an 
:r  in  a  stock  in  which  he  doesn't  make  a  market, 
lying  for  order  flow  is  not  generally  disclosed  on 
Diner  statements,  but  the  subject  came  up  this  spring 
assachusetts  Congressman  Edward  Markey's  hearings 
he  future  of  the  U.S.  stock  market.  Representatives 

1  the  New  York  and  the  American  stock  exchanges 


spoke  out  against  payment  for  order  flow. 

At  the  hearings  NASD  Chief  Executive  Joseph  Hardiman 
testified:  "The  NASD  believes  payment  for  order  flow 
practices  do  not  interfere  with  customers'  receiving  the 
best  qualitative  execution  nor  with  brokers'  meeting  their 
duties  to  fulfill  fiduciary  responsibilities  to  customers." 

Maybe  so,  but  here's  an  example  of  how  paying  for 
order  flow  cements  relationships  among  dealers  to  the 
detriment  of  investors.  Recently,  a  money  manager  had 
been  amassing  a  position  in  a  thinly  traded  o-t-c  utility 
stock,  El  Paso  Electric,  $8.44  preferred,  which  traded  at 
bid  70,  asked  75.  He  knew  there  were  2,000  shares  for  sale 
at  73,  a  price  he  was  happy  to  pay.  So  he  called  the  three 
brokerage  firms  who  carried  his  clients'  accounts  and  told 
them  the  stock  was  available  and  to  buy  the  shares  at  73. 
One  firm  refused  to  buy  it,  reporting  to  the  customer, 
"nothing  done,"  thereby  forfeiting  a  commission. 

Why  did  it  risk  disappointing  a  good  customer  and  why 
did  it  throw  away  a  commission?  Explains  the  broker 
watching  all  this:  "The  marketmaker  told  me,  'I  have  to  go 
to  my  friendly  dealer,'  in  other  words,  the  one  who  pays 
me  for  business."  The  "friendly"  dealer  was  obviously  the 
one  offering  to  pay  for  order  flow.  He  was  not  the  guy 
offering  the  El  Paso  shares  at  73  between  bid  and  asked. 

Payment  for  order  flow  is  only  one  of  the  practices 
common  to  the  clubby  world  of  Nasdaq  trading.  Trading 
ahead  of  customers  is  another  one.  Most  investors  are 
probably  unaware  that  Nasdaq  marketmakers  can  and  will 
trade  ahead  of  customers'  orders  all  day  long,  even  if  the 
shares  trade  through  a  client's  limit  price.  This  explains 
why  you  might  get  a  "nothing  done"  on  an  order  to  buy 
1,000  shares  of  Video  Lottery  Technologies  at  12,  even 
though  many  shares  traded  there  while  your  order  sat.  At 
the  same  time  that  dealer  firms  are  executing  customer 
trades,  they  are  also  trading  in  these  and  other  shares  to 
make  money  for  themselves. 

Trading  ahead  of  customer  orders  can  have  the  effect  of 
driving  the  price  of  a  stock  up  when  you  want  to  buy  and 
down  when  you  want  to  sell.  On  the  New  York  and  the 
American  exchanges,  this  is  illegal.  Specialists  on  the 
exchanges  can  and  do  make  money  taking  positions  in 
their  stocks,  but  they  are  forbidden  to  trade  ahead  of 
customer  orders  for  their  own  accounts. 
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spreads. 
Wrong. 
Watch  how 
spreads  plunge 
when  issues  move 
to  exchanges. 


es  ■  August  16,  1993 


77 


Nasdaq 


When  asked  about  this  prac- 
tice, Hardiman  says  the  nasd  is 
considering  a  rule  making  trad- 
ing ahead  "inconsistent  with 
just  and  equitable  principles  of 
trade."  Nevertheless,  1  [ardi 
man  does  not  believe  trading 
ahead  of  customers  is  prevalent. 
Says  he:  "We  asked  member 
firms  and  they  said  'No,  we 
don't  do  it.'  " 

That's  not  the  story  we  heard 
from  many  of  the  traders  we 
talked  to.  Even  if  the  NASD  were 
to  institute  a  long  overdue  rule 
against  trading  ahead,  traders 
say  it  would  be  almost  impossi- 
ble to  enforce.  Regulators 
would  have  to  comb  through 
order  flow  minute  by  minute 
every  day  in  order  to  identify 
firms  trading  ahead.  The  mar 
ketmaker  is  the  only  one  who 
knows  exactly  when  an  order 
comes  in  over  the  phone — the 
very  person  who  has  the  most  to 
gain  by  trading  ahead. 

Heavy  dealer  trading  helps 
explain  why  some  Nasdaq 
stocks  show  daily  volume  at 
times  that  is  way  out  of  propor- 
tion with  their  float.  For  exam 
pie,  on  July  6,  follow  ing  a  holi- 
day and  not  a  heavy  volume  day, 
Dell  Computer  traded  4%,  Sea- 
gate Technology  2%  and  Micro 
soft  1%  of  its  available  shares. 
Rarely  does  a  Big  Board  stock 
experience  that  level  of  activity. 
Neither  was  there  any  dramatic 
news  on  these  Nasdaq  stocks  to 
make  them  trade  wildly  that 
day.  Clearly,  4%  of  Dell's  shares 
had  not  changed  hands  at  the 
end  of  the  day.  Much  of  the 
trading  would  have  been  by 
dealers  darting  in  and  out, 
sometimes  to  grab  a  trend, 
sometimes  to  accentuate  a 
trend,  always  to  capture  those 
spreads. 

Much  more  than  on  the  Big 
Board,  trading  on  Nasdaq  is 
between  dealers  for  their  ow  n 
accounts  and  for  their  ow  n  rea- 
sons. Nasdaq  says  it  doesn't 
know  how  much  of  its  trading 
volume  is  customer  business 
and  how  much  is  traders'  trans- 
actions. A  knowledgeable 
source  estimates  that  38%  of 
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Why  do  o-t-c  prices  jump  around  so  much 
during  the  trading  day7.  Could  it  be  market- 
makers  buying  from  the  public  at  a  low 
price  and  selling  moments  later  at  a  higher 
one?  To  compare  uitraday  volatility,  we  chose 
midsize  stocks  in  three  markets;  the  charts  dis- 
play intraday  transaction  prices  in  chrono- 
logical order,  without  regard  to  minutes 
lapsing  between  trades.  Each  stock  is  the 
first  entry  (non-ADR)  in  its  group 
alphabetically:  price  from  10  to  50, 
market  value  $1  billion  to  $5  billion, 
average  daily  share  volume  this  year 
from  25, 000  to  500, 000. 


Nasdaq's  volume  is  customei 
business,  compared  with  90| 
on  the  NYSE. 

This  trading  among  dealer 
leads  to  some  sharp  practices 
Let's  say,  for  example,  th< 
"ball"  on  the  stock — that  is,  tin 
dominant  dealer — who  also  tin 
derwrote  a  secondary  offering 
in  the  shares  recently,  has  a  huge 
order  to  sell.  Other  traders  or 
The  Street  would  get  nervou 
and  dump  if  they  saw  the  under 
writing  firm  come  into  the  mar 
ket  with  that  sell. 

"So,"  says  one  trader,  "vol 
send  a  stooge  down  to  bid  high 
er  for  the  stock."  Other  market 
makers  raise  their  bids  in  tan 
dem,  buyers  are  enticed  in,  tin 
stock  gets  sold  without  alarm 
ing  Wall  Street,  and  the  firn 
doing  the  shilling  gets  Vs  or  V- 
over  any  cost  incurred  during 
the  exercise. 

Shills,  beards,  fronts.  The] 
cause  extraordinary  volatility 
adding  to  investors'  already 
high  transaction  costs.  Nasdac 
does  not  deny  the  volatility  of  it 
shares,  saving  that  it's  in  tin 
nature  of  small  growth  stocks  to 
trade  more  violently.  But  thii 
excuse  contradicts  its  own  clain 
to  be  home  to  some  large,  fast 
growing  companies.  Is  Apple 
small  stock?  Intel?  Dell  Com) 
puter?  MCI  Communications? 

The  volatility  numbers  te| 
the  story.  Compare  the  averagl 
trade-to-trade  percentage  pric 
changes  on  all  Nasdaq  Nationa 
Market,  Amex  and  NYSE  stocks 
Forbes  looked  at  these  change 
during  the  month  of  April  ant 
found  the  average  trade -to| 
trade  percentage  price  change 
on  the  New  York  and  the  Ame: 
were  0.5%  and  1 . 1  %,  respective 
ly.  On  Nasdaq  the  averag 
change  was  almost  2%.  In  shorl 
Nasdac]  stocks  were  four  time 
as  volatile  as  NYSE  issues,  almos 
twice  as  volatile  as  Amex  issues 

Examining  price  changes  i 
they  are  related  to  trade  size- 
500  or  fewer  shares,  501  t 
1,000,  1,001  to  9,999  etc.-] 
illuminating.  This  helps  identil 
how  deep  a  market  is  and  tell 
you  which  investors  end  up  pal 
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ions  of  Americans  watch  us  with  their  ears. 
As  expected,  January  20,  1993  was  filled  with 
cimum  media  fanfare. 

Only  this  inauguration  was  different.  Because 
million  blind  and  visually-impaired  people 
the  chance  to  experience  it  live,  on  TV. 
For  the  first  time  in  history,  a  nationally- 
adcast  news  event  was  made  accessible  to 
blind.  Brought  to  life  exclusively  through 
>lic  Television's  Descriptive  Video  Service. 
A  new  TV  format  that  provides  added  narra- 
i  during  pauses  in  dialogue.  Illuminating  scene 
nges,  actions  and  gestures.  ("Mr.  Clinton  is 
f  placing  his  hand  on  the  Bible.") 


Currently  available  to  61%  of  all  households, 
DVS  will  soon  roll  out  across  the  country.  The 
latest  in  a  series  of  innovations  pioneered  by 
Public  Television  on  behalf  of  the  underserved. 

Innovations  we  started  back  in  1972,  by 
introducing  closed-captioning  for  the  deaf  and 
hearing-impaired. 

Innovations  we  continue  today— by  offering 
second  languages  on  select  shows,  so  foreign - 
speaking  viewers  can 
enjoy  our  programs. 

Because  no  one 
in  society  should  be 
left  in  the  dark. 


PUBLIC  TELEVISION 

Keep  us  in  mind. 


Nasdaq 


Painting  the  tape 

The  Nhw  York  and 
American  exchanges  and 
Nasdaq  all  have  a  rule  re- 
quiring dealers  to  report 
trades  to  customers  with- 
in 90  seconds  of  execution. 
Bui  o-t-C  traders  seem  to 
have  a  tough  time  comply 
ing  with  it.  In  one  ran 
domly  selected  week  in 
June,  when  1  billion 
shares  traded  hands  on 
Nasdaq,  trades  for  52 
million,  or  5%,  of  those 
shares,  were  reported 
late.  On  the  exchanges,  less 
than  1%  traded  late. 


Bad  news-  for  o-t-c  cus- 
tomers. Why?  Say  a  stock 
trades  for  a  while  at  18 
bid,  18V4  asked.  Five  min- 
utes later  it  pops  up  to 
18y4bid,  I8V2  asked.  Now 
a  late  trade — in  the  lingo 
of  Wall  Street,  "sold 
sales" — goes  across  the 
tape:  10,000  shares  sold  by 
an  investor  to  a  market- 
maker  at  18. 

Why  didn't  I  get  18'/4 
for  my  stock?  the  seller  asks 
his  broker.  Because  yon 
didn't  sell  just  now,  says  the 
broker;  you  sold  five  min- 
utes ago  when  the  price  was 
lower.  Perhaps  the  broker 


is  telling  the  truth:  The 
computers  simply  got 
overloaded  for  a  few  min- 
utes. But  it's  possible  that 
the  marketmaker  is  fudging 
himself  an  extra  '/i  point 
profit  (or  $2,500)  by  back 
dating  the  transaction. 
Presumably  if  the  market 
had  trended  down  during 
the  interim,  say  to  a  \7Vz 
bid,  the  sale  would  have 
taken  place  at  17'/2  and 
been  reported  promptly. 
"Sold  sales  give  a  dealer  a 
second  look  at  a  stock," 
says  one  trader. 

Why  doesn't  the  inves- 
tor putting  in  the  10,000 


share  sell  order  scream 
bloody  murder?  Retail  cus 
tomers  are  in  the  dark 
about  the  problem  and  usi 
ally  accept  their  execu- 
tions; institutional  traders 
can  and  do  complain. 
Still,  they  often  have  little 
choice  but  to  accept  late 
reports,  especially  when 
they're  dealing  with  the 
lead  marketmaker  in  the 
stock.  If  an  institutional 
trader  complained  too 
much,  the  marketmaker 
could  hurt  him  on  future 
trades,  when  he  needs  to 
get  in  or  out  of  a  big  posi 
tion  in  a  hurry.  -G.M. 


ing  the  most  through  increased  volatility. 

Strangely  enough,  the  smallest  trades — 500  or  fewer 
shares — produced  the  biggest  percentage  price  change  in 
Nasdaq  stocks:  a  2.2%  difference.  One  would  expect  that 
small  trades  would  not  move  the  market  nearly  as  much  as 
big  trades.  Indeed,  on  the  New  York  and  the  Amcx,  small 
trades  produced  the  smallest  price  change. 

As  trade  size  increases,  disruption  to  the  market  in 
Nasdaq  shares  decreases;  at  10,000  shares  or  more,  the 
average  Nasdaq  stock  changes  price  by  1.7%.  This  is 
probably  because  institutional  investors  wisely  place  limit 
orders  on  their  trades  and  demand  that  their  brokers 
"work  them"  to  get  the  best  price.  Another  explanation: 
Market  makers  trading  among  themselves  give  themselves 
the  best  prices.  Small  investors,  once  again,  get  iced. 

However  unsafe  it  may  be  for  the  individual  investor, 
Nasdaq  has  plenty  of  corporate  fans.  Douglas  Maine,  chief 
financial  officer  tor  MCI  Communications,  explains  why  his 
$16  billion  (market  cap)  company  stays  on  Nasdaq  rather 
than  move  to  the  nvsf:  "The  cost  of  listing  is  substantially 
lower;  we  don't  have  trading  halts  or  delayed  openings  like 
they  do  on  the  New  York,  and  we  have  50  marketmakers  in 
our  stock,  which  provides  us  greater  liquidity  than  we 
would  get  on  the  New  York."  And,  Maine  points  out, MCI 
traded  more  shares  than  any  other  stock  in  America  from 
1988  to  1990.  Nasdaq  returns  the  compliment  by  featur- 
ing MCI  in  its  ad  campaign  that  promotes  Nasdaq  as  "the 
stock  market  for  the  next  100  wars." 

MCI  has  considerable  company.  Huge  and  successful 
outfits  like  Microsoft,  Sun  Microsystems,  Tele-Communi- 
cations, Inc.  all  stay  on  Nasdaq,  and  for  roughly  similar 
reasons.  But  investors  should  remember  that,  while  all 
Nasdaq  stocks  are  equal,  a  few  are  much  more  equal  than 
the  majority.  While  markets  may  be  liquid  and  spreads 
reasonably  narrow  in  the  top  100  Nasdaq  stocks,  they  are 
not  in  the  other  4,900  Nasdaq  stocks. 

Listen  to  Robert  Uricho,  chairman  of  Sunair  Elcctron- 
ics,  a  military  equipment  manufacturer,  who  late  last  year 
moved  from  Nasdaq  to  the  American  Stock  Exchange. 


"Last  September  we  put  out  the  notification  of  a  $4. 
million  government  order,  and  they  \  marketmakers]  ra: 
the  stock  from  $1.50  to  $6  and  back  to  $2  in  the  span  of  3i 
days.  I  thought  it  was  pretty  bad."  Sunair's  marketmaker 
included  Troster  Singer,  Mayer  &  Schweitzer  and  Her 
zog,  Heine.  On  the  Amex  Sunair  recently  traded  at  2%. 

When  companies  do  abandon  Nasdaq,  they  not  infra 
quently  are  bullied  by  their  former  marketmakers.  Law* 
rence  Breneman  is  president  of  Maryland's  Washingto: 
Savings  Bank,  and  previously  headed  another  company 
Washington  Homes.  At  various  times  he  moved  both  fron 
Nasdaq,  one  eventually  to  the  New  York,  one  to  the  Ame> 
He  says:  "Our  marketmakers  were  very  unhappy;  the 
were  losing  their  ability  to  gouge.  But  we  told  'em  to  go  1 
hell  and  did  it  anyway." 

Note  this:  Salomon,  Merrill,  Bear,  Stearns,  Morga 
Stanley,  Charles  Schwab,  Dean  Witter,  even  Sherwooc 
are  listed  stocks.  None  trades  o-t-c.  The  folks  who  knov 
the  markets  best  seem  to  prefer  the  exchanges. 

There's  a  simple  cure  for  what  ails  the  small  o-t-c  stOC 
investor:  Make  Nasdaq  more  like  the  Toronto  Stoc: 
Exchange.  Since  1 99 1 ,  that  exchange  has  become  a  hybri 
of  auction  and  electronic  markets.  Each  stock  has 
specialist  obligated  to  make  a  market  in  the  security,  hi 
the  entire  specialist's  order  book  is 
also  available  to  customers  on  com 
puter  screens.  Buyers  and  sellers  meet 
and  have  their  orders  matched.  Says 
James  Gallagher,  executive  vice  presi 
dent  of  the  Toronto  Stock  Exchange: 
"We  believe  sunshine  is  not  only  the 
best  disinfectant,  it's  also  the  best 
advertising  for  our  market." 

No  one  questions  that  Nasdaq  is  a 
\it.il  and  lively  market,  but  if  you  are 
an  individual  investor,  those  spreads 
and  price  manipulations  will  eat  you 
alive.  The  odds  are  firmly  stacked 
against  you.  *■ 
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Risk  surrounds  almost 
everything  worth  having. 


HHHBHHHnHHi 

aybe  you're  building  cars.  Maybe  you're  building 
ldings.  Between  you  and  your  corporate  goals  lies  a 
nplex  set  of  risks. 

Manage  the  risk,  and  you'll  prosper.  Ignore  it, 
1  you  won't.  Managing  a  business  is  almost  wholly  a 
tter  of  managing  risk. 

Here,  Bankers  Trust  can  help.  Our  whole  enter - 
>e  is  dedicated  to  helping  clients  shed  risk  that  can 
rt  them.  And  assume  risk  by  which  they  can  profit. 

We're  not  just  talking  traditional  risk:  currency, 


interest  rates,  commodity  prices. 

But  if  your  market  share  is  menaced  by  imports, 
we'll  help  you  neutralise  that  threat.  If  your  pension  funds 
are  lagging  their  liabilities,  we'll  help  you  fix  that,  too. 

Surprised?  Don't  be.  Our  unique  strength  is 
managing  virtually  every  type  of  global  risk. 

So  go  for  the  things  worth  having.  Bankers  Trust 
can  help  put  them  well  within  your  grasp. 

QBankersTrust 

LEAD     FROM  STRENGTH. 


imagine  a  power  company  that  never  leav 


Detroit  Edison  excels  in  customer 
service  with  help  from  Digital. 

"The  powerful  storms  that  sweep 
through  Michigan  each  year  can 
cause  paralyzing  black- 
outs in  Detroit,"  accord- 
ing to  Robert -Buckler, 
Senior  Vice  President, 
Detroit  Edison.  "Past  out-  / 
ages  left  thousands  of  ' 
concerned  customers 
listening  to  busy  signals 
when  they  called  to 
report  emergencies  or 

'$>t 

„.    ask  about  service.  Our 
inability  to  respond  to 


calls  frustrated  the  public 
and  Jeopardized  our 
reputation. 


and  telecommunications  companies 
and  combine  them  into  a  system  that 
was  custom  fit  to  our  business  needs. 
"This  gave  us  an  opportunity  to 
recreate  the  way  we  do 
business.  The  integration  of 
the  voice  response  unit 
j  with  our  information  sys- 
tem allowed  us  to  design 
a  more  efficient  operation 
that  could  better  respond 
to  customer,  requests  and 
fll  p  ob  e 
'    j|I       "Together  we  got  the 
I  system  up  and  running  in 
flKj  record  time.  Since  its  instal- 
™  lation,  it  has  exceeded 


David  L.  Peterson  -  Manager, 
Customer  Information  System  Projects         OUr  Original  goals  and 
Paul  A.  Childs  -  Director,  Systems  Applications 

Robert  J.  Buckler  -  Senior  Vice  President       Continues  TO  Open  up  new 


"After  one  particularly  vicious  storm- 
I  promised. a  very  unhappy  public  that 
within  the  year  we  would  install  a  voice 
response  system  that  could  answer  and 
react  to  every  one  of  their  calls.  I  knew 
it  was  technically  feasible,  it  was  just 
a  matter  of  finding  a  partner  that  could 
handle  the  job  in  such  a  short  time. 

"We  chose  Digital.  Their  experience 
with  multivendor  systems  integration 
meant  they  could  take  the  existing  tech- 
nologies  we  had  from  various  computer 


ways  to  service  our  customers. 

"Our  satisfaction  ratings  have  made 
a  tremendous  jump  in  a  very  short  time. 
Our  once  frustrated  and  unhappy  cus- 
tomers have  rated  us  among  the  best 
in  our  class.  And  much  of  the  credit 
for  that  goes  to  the  voice  response  unit 
we  developed  with  Digital." 

Digital  gave  Detroit  Edison  the  power 
to  be  its  best.  Find  out  how  we  can  do 
the  same  for  you.  Call  1-800-332-INFO, 
ext.  92  or  contact  your  Digital  sales  office. 

PUTTING  IMAGINATION  TO  WORK 


Diners  in  the  dark. 


ON  THE  DOCKET 


By  working  his  close  ties  to  labor  unions, 
entrepreneurial  Maryland  lawyer  Peter  Angelos 
has  helped  over  10,000  clients  file  asbestos  suits. 
His  cut  of  the  settlements:  nearly  $300  million. 

"He's  one  of  us" 


By  Jody  Brennan 

Prominent  in  Peter  Angelos'  Balti- 
more office  is  a  white  hard  hat  on  a 
coatrack  and  a  bowling  trophy  on  a 
nearby  bookshelf.  They're  subtle 
statements  that  despite  a  personal  net 
worth  that's  probably  pushing  $100 
million,  Angelos  considers  himself  a 
member  of  the  working  class. 

The  message  is  impor- 
tant to  Angelos'  business. 
He  is  a  plaintiff's  lawyer, 
specializing  in  asbestos 
claims  on  behalf  of  workers. 
This  is  big  business.  Of  the 
over  1 1 ,000  asbestos  plain- 
tiffs who  currently  have 
cases  before  the  Maryland 
state  courts,  Angelos  repre- 
sents about  10,000  of 
them.  That  equals  about  5% 
to  7%  of  all  the  asbestos 
plaintiffs  with  claims  pend- 
ing nationwide.  All  told, 
Angelos  will  probably  rake 
in  nearly  $300  million  in 
fees. 

With  strong  working- 
class  roots,  Angelos,  now 
64,  owes  much  of  his  suc- 
cess to  organized  labor.  His 
Greek  immigrant  father 
quit  his  job  at  a  local  Beth- 
lehem Steel  facility  to  run  a 
restaurant.  One  childhood 
friend  later  headed  the  local 
steelworkers  union.  Ange- 
los' union  links  were  solidified  during 
a  stint  as  a  city  councilman  and  his 
1967  race  for  mayor. 

Angelos  lost  the  election,  but  went 
on  to  represent  the  building  trade 
unions  of  western  Maryland  and  Bal- 
timore. Says  William  Kaczorowski, 
president  of  the  12,000-union-mem- 
ber  Baltimore  Building  &  Construc- 
tion Trades  Council:  "'Angelos  is  one 
of  us." 


When  it  became  clear  in  the  late 
1970s  that  asbestos  litigation  was  go- 
ing to  make  a  lot  of  money  for  quick- 
witted lawyers,  Angelos'  ties  paid  off. 
During  his  frequent  visits  to  union 
halls,  factories  and  offices,  he  offered 
advice  on  bringing  asbestos  claims 
against  employers. 


Itimore  pi 
Exploiting 


aintiff  lawyer  Peter  Angelos 
union  friends  to  make  millions. 


The  marketing  worked  brilliantly. 
"The  local  unions  referred  [clients]  to 
me,"  says  Angelos.  "I  had  most  of  the 
state  covered." 

Prospective  asbestos  plaintiffs  need 
a  set  of  chest  X  rays  and  a  reading  from 
a  radiologist  specializing  in  pulmo- 
nary diseases.  Angelos'  work  is  helped 
by  the  fact  that  the  locals,  including 
the  steelworker  and  construction 
unions,  pay  for  the  X  rays  and  diag- 


noses through  their  members'  collet 
rive  medical  fund. 

Angelos  runs  his  litigation  m: 
from  a  modest  suite  of  offices  in 
building  owned  by  the  Operating  Ei 
gineers  Union.  The  operation  is 
highly  efficient  production  lifl 
Flanking  Angelos'  offices  on  one  sic 
is  the  headquarters  of  the  Baltimoi 
Building  &  Construction  Tradi 
Council,  whose  members  make  u 
about  30%  of  Angelos'  clients.  On  tl 
other  side  are  the  offices  of  MR 
Medical  Services  Inc.,  which  provide 
some  of  Angelos'  potential  plaintif 
with  X  rays. 

mrm  radiologists  then  examine  tl 
X  rays,  picking  out  what  Angelos  cal 
"the  good  ones"  to  send  to  pulmc 
nary  specialists  for  official  diagnosi 
The  total  cost  for  the  X  rays  and  exan 
is  $500  to  $750.  In  his  busiest  per 
ods,  Angelos  has  filed  ovi 
100  new  asbestos  cases 
week. 

Changes  to  the  tort  sy 
tern  within  the  last  fe 
years  have  worked  in  Angi 
los'  favor,  too.  Instead  < 
allowing  asbestos  litigatic 
to  proceed  one  case  at 
time,  courts  in  Marylai 
and  a  handful  of  oth 
states  have  consolidate 
massive  tort  claims.  On 
the  biggest  cases,  the  sj 
called  illustrative  plaint 
cases,  go  through  a  fu 
blown  legal  process. 

Any  damage  awards 
those  cases  then  set  a  prec 
dent  for  settling  the  t 
maining  cases  without  t 
expense  of  a  lengthy  tri 
These  cases  give  the  defe 
dant  companies  an  idea 
what  it  might  cost  them 
the  remaining  thousands 
other  cases  were  to  go 
trial.  In  one  recent  consc 
dated  case,  six  big  asbestos  defe 
dants,  including  GAP  Corp.,  Kee 
Corp.  and  Pittsburgh  Corning  Cor 
lost  to  Angelos  at  trial.  The  expens 
verdicts  of  about  $17  million  in  co 
pensatory  and  punitive  damages  [ 
enormous  pressure  on  the  compan 
to  settle  the  remaining  8,549  ca 
quietly,  since  they  could  othenv 
face  damages  in  the  billions  of  dolk 
If  the  defendants  don't  settle,  1« 
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OVER  $4  BILLION 
IN  U.S.  MADE  PARTS 
PER  YEAR 


\T  TOYOTA  we  believe  in  the  importance  of  investing  in  the  economies  where  we  do  business. 
That's  why  we've  invested  over  $5  billion  in  our  operations  here  in  America.  That's  why  since  1988 
we've  increased  our  purchasing  of  U.S.  made  parts  by  357%  to  over  $4  billion  per  year.  And  that's 
why  almost  half  the  Toyota  passenger  cars  sold  in  America  are  manufactured  right  here  in 
Kentucky  and  California.  INVESTING  IN  THE  THINGS  WE  ALL  CARE  A  BO  V  I  TOYOTA 

For  information  on  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900,  New  York.  NY  10019. 


ON  THE  DOCKET 


and  then  appeal,  the  law  requires  an 
appellant  party  to  eome  up  with  a  cash 
or  property  bond  equal  to  the  verdicts 
returned  for  the  illustrative  plaintiffs. 
Many  companies  claim  they  can't  af- 
ford these  bonds;  they  must  either 
settle  or  go  bankrupt. 

By  most  accounts,  Angelos  is  a 
master  negotiator  of  settlements.  He 
usually  sends  his  underlings  to  haggle 
with  the  defendants. 

Pressured  by  the  consolidation  pro- 
cess, the  defendants  will  usually  offer 
the  underlings  a  settlement,  which 
Angelos  then  nitpicks  endlessly  until 
an  agreement  is  reached.  This  can 
force  more  negotiations — and  higher 
settlement  offers.  "The  companies 
say  they  don't  have  the  money,"  says 
Angelos.  "They  do." 

Last  year  alone  Angelos  is  said  to 
have  negotiated  an  estimated  $600 
million  in  settlements  in  a  consolidat- 
ed case  involving  about  16  compa- 
nies. He  should  settle  with  more  de- 
fendants by  the  end  of  the  year  for 
over  $150  million  more. 

Of  his  winnings,  Angelos  claims  he 
keeps  only  a  third.  Only.  Even  after 
paying  his  staff  and  paying  for  the  cost 
of  years-long  litigation,  Angelos 
probably  takes  home  around  60% 
of  his  share  of  the  gross  settlement 
proceeds. 

Thinking  of  starting  a  business  like 
Angelos'?  It  may  be  a  bit  late.  New 
claims  are  still  being  filed.  Keene 
Corp.,  for  instance,  reports  that  new 
cases  are  arriving  at  its  offices  at  a  rate 
of  2,000  per  month. 

But  Angelos  says  the  growth  of 
such  litigation,  at  least  in  Maryland, 
seems  to  be  slowing.  His  reasoning: 
Asbestos  use  was  restricted  20  years 
ago;  many  of  those  exposed  have  al- 
ready filed  claims. 

So  Angelos  is  already  drumming  up 
new  business  in  growth  sectors  of  the 
liability  industry.  His  next  targets: 
companies  that  make  breast  implants 
or  heart  valves. 

Meanwhile,  Angelos  is  beginning 
to  move  in  fancy  circles.  He  recently 
formed  an  investment  group  of  Mary- 
land natives  (its  members  include 
thriller  writer  Tom  Clancy)  that's 
making  a  $148  million  bid  for  the 
Baltimore  Orioles.  Major  league 
baseball  is  more  appn  >priate  than 
bowling  for  a  man  with  Angelos' 
wealth.  n 


Insurance 
versus  prevention 

Suppose  yoitre  choosing  between 
two  summer  camps  for  your  kids.  One 
has  put  into  effect  a  new  safety  pro- 
gram that  cuts  the  chances  of  fatal 
accidents  in  half.  It  costs  $500  more 
than  the  other  camp.  Would  you  pay? 
Of  course. 

New  scenario.  Same  two  camps, 
but  one  charges  $500  extra  in  return 
for  $1  million  of  insurance  on  your 
kid.  Would  you  pay?  Probably  not. 

From  the  insight  that  people  will 
pay  more  to  prevent  accidents  than  to 
insure  against  them,  two  Brookings 
Institution  scholars,  John  Calfee  and 
Clifford  Winston,  have  drawn  a  harsh 
criticism  of  the  "pain  and  suffering" 
awards  that  drive  the  American  liabil- 
ity crisis.  Such  awards  account  for 
between  30%  and  57%  of  the  money 
awarded  in  personal  injury  lawsuits. 

Calfee  and  Winston  argue  that 
juries  are  treating  pain  and  suffering 
damages  as  part  of  the  social  cost  of 
preventing  accidents.  But  in  fact, 
these  damages  are  part  of  the  cost  of 
insuring  against  accidents.  Looked 
at  this  way,  when  defendants  fold 
the  cost  of  liability  into  their  prod- 
ucts' selling  prices,  they're  charging 
consumers  for  something — insur- 
ance— that  those  consumers  would 
not  voluntarily  pay  for. 

To  prove  their  case,  Calfee  and 
Winston  surveyed  2,020  consumers. 
Pretending  they  were  market- testing 
new  products,  they  offered  choices  of 
cars,  drugs,  medical  services  and  camp 
programs  at  different  price  tags,  de- 
pending on  whether  insurance  was 
included.  The  two  scholars  calculated 
that  drivers  are  likely  paying  at  least  $7 
billion  more  than  they  would  if  given 
the  choice  of  buying  the  insurance 
embedded  in  car  prices,  and  that  users 
of  other  products  are  paying  at  least 
$6  billion  too  much. 

In  a  conclusion  that  is  sure  to  out- 
rage the  plaintiff  lawyers,  Calfee  and 
Winston  recommend  abolishing  pain 
and  suffering  awards  entirely.  And 
they  want  to  revive  a  Bush  Adminis- 
tration plan  to  let  drivers  opt  out  of 
collecting  pain  and  suffering  awards, 
in  return  for  auto  insurance  premiums 
that  might  be  50%  or  more  less  than 
current  rates.        -David  Frum  %m 
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Our  blue  jeans  come  in 
iome  pretty  funny  shades 
)f  blue. 


A  round  our  house,  we 
x  \  grew  up  believing  that 
"blue  jeans"  was  one  word 
("bluejeans"),  because  blue 
was  the  only  color  jeans 
ever  came  in. 

Even  today,  that's  mainly 
what  you  find  at  the  Mall: 
lots  of  jeans  in  indigo  blue. 
Maybe  some  in  black, 
maybe  a  few  in  natural -but 
not  much  else. 

Well,  at  Lands'  End  we 
see  no  reason  why  jeans 
should  lead  so  colorless  an 
existence.  So,  we  make  our 
Square  Rigger"  jeans  in  ten 
delicious  colors.  (As  a  matter 
of  fact,  some  seasons  we 
also  offer  Overdyed  Denims 
in  five  other  colors.) 

The  local  Mall  probably 
can't  come  close  to  our 
selection.  For  that  matter, 
we  don't  know  many  stores 
anywhere  that  can. 

Stonewashed-  with 

volcanic  stone. 
(Isn't  that  a  blast?) 

Of  course,  we  don't  expect 
our  Square  Rigger  jeans  to 


It  gently  "ages"  the  denim 
fabric.  It  makes  our 


make  their  way  in  the  world 
on  good  looks  alone. 

So,  we  put  them  through 
a  lot  before  they  reach  you. 
A  good  bath,  for  one  thing:  a 
vigorous  washing  where 
we  tumble  them  over  soft 
volcanic  rock. 


mL 


jeans  -  brand-new 
feel  as  easy  and 
comfortable  as  old 
friends.  And  it 
gives  them  a  nice 
worn  look. 

Now,  we  know 
there  are  other  prewashed 
jeans.  But  here's  the  differ- 
ence: they're  usually  washed 
in  harsh  acid.  It  wears  down 
the  fabric  by  literally  destroy- 
ing a  little  of  it.  (Sometimes, 
more  than  a  little:  acid  doesn't 
always  know  when  to  stop.) 

Our  hearty  14  3/4  oz. 
cotton  denim  comes  out  of 
the  stonewashing  looking 
nicely  lived-in.  And  none  the 
worse  for  wear. 

Our  8  won't  turn 
into  a  6. 

Lest  you  think  the  wash- 
ing is  merely  cosmetic, 
we  should  point  out  it  has  a 
practical  side,  too. 

Soaking  our  jeans  pre^ 
shrinks  them.  So,  when  you 
order,  let's  say,  a  Women's  8 
or  a  Men's  34,  you  get  exact- 
ly that.  And  it  stays  your  size, 
wash  after  wash. 

Like  everything  at  Lands' 
End,  we  want  our  jeans  to  be 
at  the  head  of  their  class. 
So,  we  fuss  and  fret  over  the 
teeniest  details. 

We  make  the  pockets 
deeper,  so  your  change  won't 
fall  out  when  you're  sitting.  We 
use  sturdy,  double-stitching 
on  the  seams,  and  rustproof 
rivets  at  critical  stress  points. 
(Incidentally,  there  are  no 
rivets  on  the  back  pocke  ts: 


we'd  worry  about  tearing 
your  chairs.  Instead 


of  rivets,  we  use  tough 
x- stitching  there.) 

Our  price  is 
preshrunk,  too. 

Believe  it  or  not,  our 
Stonewashed  Jeans  are 
only  $30.  Which  you  would 
believe,  if  you  got  our  lands' 
End  catalog  regularly. 

It's  full  of  exceptional 
values -from  Oxford  button- 
down  shirts  to  women's 
tailored  separates,  from  our 
original  soft  luggage  to  kids' 
clothes  and  home  furnishings. 

And  everything  comes 
with  our  absolute,  no-ques- 
tions-asked guarantee. 

If  you  haven't  had  the  fun 
of  shopping  Lands'  End, 
phone  for  our  latest  catalog. 
Call  24  hours  a  day,  any  day. 
Or  send  the  coupon  below. 

Millions  of  people  shop 
at  our  "store."  May  we  show 
you  a  pair  of  jeans? 


If  you'd  like  a  free  copy  of  our  ' 
catalog,  call  1-800-356-4444 
Or  mail  this  coupon  to: 
1  Lands'  End  Lane,  Dept.  HH 
Dodgeville,  WI  53595 


Name. 


Address. 


.Apt.. 


City_ 
State. 


.Zip. 


Phone 


Unable  to  work  with  his  own  father,  Switzerland's 
fertility  drug  billionaire  Fabio  Berta relii  is  determined 
to  treat  his  own  son  better— and  in  the  process 
has  upset  European  investors. 

The  child  is 
father  of  the  man 


By  Nina  Munk 


Laura  and  Dennis  Wilson  with  their  twins 

People  will  pay  practically  anything  for  children. 


For  over  three  years  Laura  Wilson 
of  Huntington,  N.Y.  took  thousands 
of  dollars'  w  orth  of  fertility  pills  and 
racked  up  huge  medical  bills  as  she 
and  her  husband  Dennis  tried  to  con- 
ceive a  child.  Finally,  last  January, 
Laura  gave  birth  to  twins. 
The  final  bill?  She  says  she 
doesn't  really  know.  "I 
don't  want  to  look  at  these 
children  and  say,  'Here  are 
my  $40,000  babies,'  "  she 
explains. 

That  people  (and  in- 
creasingly their  health  in- 
surers) will  pay  practically 
whatever  it  costs  to  have 
children  has  made  Fabio 
Bertarelli  a  very  wealthy 


man.  His  Ares-Serono  Group,  an 
$855  million  (1992  sales)  Geneva- 
based  firm,  controls  77%  of  the  world 
market  for  fertility  drugs.  Its  most 
important  product  is  Pergonal,  which 
induces  the  ovaries  to  release  multiple 


eggs,  thereby  increasing  the  chance 
of  conception.  To  make  Pergonal 
Ares-Serono  collects  urine  sample 
from  1 10,000  postmenopausal  worn 
en  volunteers  in  Italy,  Spain,  Braz: 
and  Argentina.  From  26  collectioi 
centers  the  urine  is  sent  to  Rome 
where  Ares-Serono  technicians  thei 
isolate  the  ovulation-enhancin 
hormone. 

This  production  process  is  not  in 
expensive,  but  Ares-Serono  can  affor 
it.  People  like  the  Wilsons  pay  as  muc 
as  $1,400  per  monthly  Pergonal  do* 
age;  Ares-Serono's  sales  and  earning 
have  been  compounding  annually  ; 
22%  and  16.6%,  respectively,  over  th 
past  five  years.  The  recent  price  of  il 
Zurich-listed  stock:  $410  a  shan 
about  20  times  last  year's  earning. 
Forbes  estimates  that  Fabio  Bertare 
li's  87%  stake  is  currently  worth  aboi 
$1.3  billion. 

Bertarelli  steers  clear  of  the  Eurc 
pean  social  circuit  and  is  reluctant 
discuss  his  personal  life  with  the  presi 
But  in  a  long  interview  with  Forbs 
he  filled  in  many  of  the  blanks  aboi 
himself  and  his  company.  His  fathc 
he  said,  worked  his  way  up  froii 
financial  comptroller  to  general  mat 
ager  of  Istituto  Farmacologico  Se 
ono,  a  sleepy  Roman  drug  firm  who] 
main  product  was  a  chicken-egg  e: 
tract  with  broad  medicinal  claims.  FH 
mother,  too,  worked  briefly  with  tl 
company. 

During  the  Second  World  Wa 
young  Bertarelli  joined  the  Italis 
marines  and  in  1943,  after  Italy  sui 
rendered,  was  taken  prisoner  by  tH 
Germans.  Liberated  from  a  Germs 
camp  by  the  Americans,  he  was  the 
imprisoned  by  the  advancing  Ru 
sians.  He  soon  managed  to  escaj 
into  the  U.S. -controlled  zone. 

After  the  war,  Bertarelli  tried 
settle  down  and  work  with  his  fathi 
at  the  Serono  drug  comp 
ny.  But  the  chemistry  hi 
tween  them  was  terribl 
"There  was  no  room  in  tl 
company  for  me  becau 
my  father  was  in  control 
recalls  Bertarelli,  who  sa 
his  father  relentlessly  crl 
cized  and  belittled  him.  " 
is  very  difficult  to  be  tl 
father  of  the  son  who  has) 
work  with  you,  and  v«j 
difficult  to  be  the  son  th 
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**Driving  the  ten-year-old  second  car 
didn't  worry  me — until  my  job  moved 
down  the  road  fifty  miles.  For  his  own  peace  of  mind, 
my  husband  gave  me  an  NEC  portable  phone. 
I  didn't  realize  what  a  good  idea  it  was 
until  the  fan  belt  broke  in  the  middle  of  nowhere." 


Portable  phones  are  no  longer  luxuries.  They  are 
carried  by  people  in  every  walk  of  life.  Business  people, 
housewives,  students  and  retirees.  Carpenters  and  utility 
workers.  Anyone  who's  on  the  go  and  needs  to  stay  in 
touch.  And  the  brand  more  and  more  people  count  on 
is  NEC.  Because  every  product  that  NEC  makes,  from 
UltraLite™  laptop  computers  to  compact,  colorful 
pagers,  is  designed  to  enhance  people's  lives.  And 
they  are  backed  by  the  expertise  of 
a  world  leader  in  computers  and 
communications  technology. 
In  businesses  large  and  small. 
In  public  and  private  insti-     /%  %p 
tutions.  In  homes  across 


the  country.  NEC  is  a 
part  of  people's  lives. 


For  more  information,  call  us  at  1-800-338-9549. 


JTalk> 
Timers, 


he  celebration  of  our  10th  anniversary 
>nsor  of  the  NEC  World  Series  of  Golf 
IS— August  28-29. 
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carefully. 
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the  most  unsettling 
conditions,  Tne 
Thoroughbred  and  its 
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nies have  kept  their 

.    .  iv1  1QQ2         Fiviulfp-fy  step  Account, plmsf  ivril*  Ifif 

balance.  .fi)drt'Ss(vlnu'/(7ratopi/otlAfl9"2Nart* 
SoHlnrni  Annua/  Report 

Norfolk  So"1*"™ 

iU^rd  of  f-^tkmos. 

efficto,t  major  roiled  talfe^ 
With  mi  income  «c«ta<»S557  mil- 

WHOH.  Norfolk  So«.femstaH*  oh 
rffooti^MorMN  M6*  <""' 


Three  Com 


SOUTHERN  ; 


Ares-Serono 


has  to  work  with  the  father.  That  is 
what  underlies  the  relationship  be- 
tween father  and  son." 

Exiling  himself  from  Rome,  young 
Bertarclli  moved  to  Brazil,  where  he 
sold  glass  and  animal  feed.  Returning 
to  Italy  in  the  1950s,  he  busied  him- 
self racing  sailboats  and  working  on 
and  off  at  Serono. 

Then,  in  1965,  his  father  suddenly 
died,  leaving  the  company  leaderless. 
"■Maybe  it  was  the  family  name,"  says 
Bertarelli,  "but  the  day  my  father  died 
all  the  managers  started  coming  to  me 
for  advice."  At  this  time  the  Vatican 
effectively  controlled  the  company's 
stock  (see  box,  below);  Serono's  board 
of  directors  asked  Bertarelli,  then  41, 
to  succeed  his  father. 

Bertarelli  soon  decided  that  the 
company's  newest  product,  Pergonal, 
had  the  most  promise.  To  market  the 
fertility  enhancer,  Bertarelli  himself 
opened  an  office  in  Boston  in  1971 
and  lined  up  doctors  to  do  research 
on,  and  endorse,  Pergonal.  Company 
sales,  then  $7  million,  grew  slowly 
until  1978,  when  Louise  Brown,  the 
world's  first  test-tube  baby,  was  con- 
ceived with  the  help  of  Pergonal. 


Pergonal's  sales  took  off.  By  the  time 
Bertarelli  listed  Ares-Serono  (as  the 
company  was  rechristened  in  1977) 
on  the  Swiss  exchanges  in  1987,  Ser- 
ono was  earning  $21  million  on  sales 
of  $227  million.  Last  year  it  earned 
$80  million  on  sales  of  $855  million. 

Lately,  however,  some  clouds  have 
appeared  over  Ares-Serono.  Peter 
McDougall,  a  pharmaceuticals  indus- 
try analyst  at  London's  Barclays  de 
Zoete  Wedd,  worries  that  Ares-Ser- 
ono's  new  Interleukin-6  drug,  which 
shows  promise  in  treating  the  harsh 
side  effects  patients  taking  chemo- 
therapy experience,  will  face  formida- 
ble competition  from  Sandoz,  a  far 
mightier  Swiss  company.  There  is  also 
speculation  of  a  link  between  fertility 
drugs  like  Pergonal  and  ovarian  can- 
cer— a  possibility  raised  in  the  January 
1993  issue  of  the  American  Journal  of 
Epidemiology. 

Union  Bank  of  Switzerland  analyst 
Eric  Bernhardt  recently  reduced  his 
1993  earnings  estimates  for  the  com- 
pany by  10%.  And  Ares-Serono's 
stock  has  tumbled  18%  from  its  May 
high  of  $503. 

But  the  darkest  cloud  over  the 


company  has  to  do  with  family  rel 
tions.  Bertarelli  has  a  28-year-old  so 
Ernesto.  He  is  determined  that  h 
relationship  with  Ernesto  will  not  be 
replay  of  his  troubled  relationsh 
with  his  own  father — and  that  1 
won't  have  to  die  before  Ernesto  a 
work  at  the  company.  To  that  en 
Bertarelli  has  made  it  clear  Ernesl 
will  succeed  him.  A  1993  graduate  i 
Harvard's  business  school,  his  sc 
already  bears  the  title  of  Ares-Sen 
no's  deputy  chief  executive  officer. 

But  Ernesto  has  little  practical  bus 
ness  experience.  Moreover,  Fab 
Bertarelli  is  not  in  good  health.  Son 
investors  figure  they  would  get  a  fa 
return  on  their  money  if  Bertarelli- 
or  his  heirs — would  sell  Ares-Seror 
to  a  big  drug  company,  or  at  lea 
reduce  his  stake  to  under  50%.  Son 
analysts  think  the  company  wou 
command  80%  more  than  its  curre: 
stock  market  price  on  a  sale. 

Bertarelli  brushes  aside  doub 
about  Ernesto's  managerial  abilit 
He  insists  that  another  generation 
Bertarellis  will  run  Ares-Seroni 
"Besides,"  he  adds,  "I  am  ru 
yet  dead."  I 


The  Sindona 
connection 


One  of  the  stranger 
things  about  Fabio  Berta- 
relli's  Ares-Serono  Group 
is  the  history  of  its  control- 
ling shareholders.  Until 
the  1950s  the  company, 
then  called  Istituto  Far- 
macologico  Serono,  was 
owned  by  a  Roman  scien- 
tist, Cesare  Serono.  In 
1954,  says  Bertarelli, 
control  passed  to  two  insti- 
tutions controlled  by  the 
Vatican:  the  Istituto  per  le 
Opere  di  Religione  (liter- 
ally, the  Institute  for  Reli- 
gious Works)  and  the 
Propaganda  Fide ( Propa- 
gation of  Faith). 
The  Vatican  was  an  ap- 


propriate shareholder  for  a 
fertility  drug  company, 
but  in  the  late  1960s,  soon 
after  Bertarelli  succeeded 
his  father,  most  of  the  Vati- 
can's shares  mysteriously 
ended  up  with  companies 


controlled  by  Italian 
swindler  Michele  Sindona. 
Eager  to  wrest  control 
from  Sindona,  Bertarelli  in 
the  early  1970s  set  up  a 
syndicate  of  Serono's  mi- 
nority shareholders  to 


Con  man  Michele  Sindona  in  1984 

Escaped  Italy— but  not  before  dumping  Serono  stock. 


overthrow  him.  But  Sin- 
dona solved  the  problem 
his  own  way:  In  Septemb 
1974,  with  warrants  out 
for  his  arrest,  Sindona  fie 
Italy  for  the  U.S.,  where 
he  gained  control  of  Nev 
York's  Franklin  National 
Bank  and  received  a  25- 
year  prison  sentence  for 
fraud  and  perjury  followi] 
the  bank's  collapse. 

After  Sindona  left  Italjj 
his  Serono  shares  were 
dumped  on  the  market. 
Bertarelli  moved  in  quiet 
and  was  able  to  buy  all  tl 
stock  he  wanted  at  a  frac! 
tion  of  its  par  value.  To- 
day his  family's  87%  equi 
stake  is  worth  over  $1.3 
billion. 

Sindona?  He  died  of 
cyanide  poisoning  seven  I 
years  ago,  two  days  after 
being  sentenced  to  life  ir 
prisonment  for  conspira- 
cy to  murder.  -N.M. 
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Merrill  Lynch 

Shawn  J.  Lapean  Private  Client  Group 

Financial  Consultant 

One  Financial  Center 
Boston,  MA  02111 
1-800-637-7455 


Valued  Advice. 

The  overwhelming  majority  of  our  clients  say  they  would  refer  a  friend 
to  their  Financial  Consultant  at  Merrill  Lynch.  Can  your  brokerage  firm  say  that? 
For  a  brochure  on  how  we  can  make  a  difference,  call  1-800-637-7455,  ext.  FC. 
The  difference  is  Merrill  Lynch. 


Merrill  Lynch 
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Women  are  changing  the  way  they  cover  their  legs, 
and  that  presents  a  thorny  challenge  for 
John  Bryan  and  his  Sara  Lee  Corp. 

The  naked  truth 


By  Gary  Slutsker 

It  has  been  a  rough  year  for  $14 
billion  (estimated  fiscal  1993  sales) 
Sara  Lee  Corp.  and  its  high-profile 
chairman,  John  H.  Bryan.  In  Febru- 
ary, for  example,  Bryan  bought  108- 
year-old  hot  dog  maker  Bessin  Corp. 
to  get  Sara  Lee  into  the  kosher  food 
market.  Soon  after  the  deal  closed,  the 
Chicago  Rabbinical  Council  with- 
drew its  blessing  from  Bessin's  franks, 
and  grocers  pulled  them  off  their 
shelves.  This  upset  was  soon  resolved. 

But  then,  on  the  currency  front,  the 
stronger  dollar  has  hit  remittances 
from  overseas — currently  the  source 
of  about  46%  of  Sara  Lee's  operating 
profit. 

On  the  management  front,  many 
people  had  expected  Bill  Clinton,  for 
whom  Bryan  stumped,  to  name  him 
Secretary  of  Commerce,  but  the  call 
never  came.  In  June  the  company's 
longtime  president,  58-year-old  Paul 
Fulton,  left  to  become  dean  of  the 
business  school  at  the  University  of 
North  Carolina,  Chapel  Hill. 

But  Sara  Lee's  latest  problem  can 
be  found — or,  rather,  not  found — on 
women's  legs.  Sara  Lee  is  the  world's 
biggest  maker  of  women's  hosiery.  In 
the  U.S.,  its  Hanes  panty  hose  brand 
is  number  one  in  department  stores 
and  its  L'eggs  brand  leads  in  food, 
drug  and  mass- merchandise  chains; 
its  Dim  brand  is  tops  in  Europe. 

The  problem:  Women  are  buying 
many  fewer  pairs  of  panty  hose  than 
they  used  to.  Through  the  mid-1980s 
sales  of  sheer  nylon  panty  hose  grew  at 
double-digit  rates.  But  since  1987, 
when  U.S.  hosiery  makers  shipped  78 
million  dozen  pairs  of  sheer  nylon 
hosier\%  sales  have  shrunk  to  barely  56 
million  dozen  pairs. 

"The  whole  way  [  women]  dress  for 
work  is  different,"  says  Joni  Zeller- 
Claxton,  vice  president  of  design  for 
rival  hosierv  manufacturer  Kavser- 


John  H.  Bryan,  Sara  Lee's  chairman 
Has  company  growth  plateaued? 


Roth  Corp.  in  New  York.  Rather  than 
panty  hose,  women  either  sport  naked 
legs,  wear  pants  with  socks,  or  buy 
heavier,  opaque  tights  made  of  span- 
dex,  which  can  last  for  a  year  without 
getting  a  run.  The  fitness  craze  has 
lifted  sales  of  spandex  tights  from  just 
317,000  dozen  pairs  in  1991  to  3.2 
million  dozen  pairs  last  year. 

How  women  sheathe  their  legs 
matters  to  Sara  Lee's  bottom  line. 
Hosiery  will  contribute  about  16%  of 
operating  profit  (an  estimated  $210 
million)  this  year.  Sara  Lee  acknowl- 
edges that  the  hosiery  downturn  has 
accelerated  in  1993. 

Little  wonder  that,  in  a  record- 
setting  stock  market,  Sara  Lee's  stock 
is  down  26%  from  an  alltime  high  at 
the  start  of  this  year,  to  a  recent  22% 
a  share. 

John  Bryan,  normally  an  open  and 
enthusiastic  booster  of  his  company, 
declined  to  talk  to  Forbes.  But  it's 
clear  that  Bryan  is  taking  women's 
changing  buying  patterns  seriously. 
Sara  Lee  has  been  consolidating  its 
hosiery  plants  around  the  world  and 
at  the  same  time  introducing  new 
products — including  spandex  tights 


and  even  plain  old  socks — in  growir 
markets.  Bryan  has  earmarked  b 
money  to  automate  production. 

"I  was  in  one  of  their  most  model 
hosiery  plants  in  France,"  repot 
Roger  Spencer,  an  analyst 
PaineWebber.  "'You  have  spools  < 
yarn  going  in  one  end  and  out  con 
panty  hose.  There  was  no  liar 
sewing."  Sounds  crazy,  but  in  Hane 
U.S.  plants  workers  still  sew  legs  ar 
crotch  to  complete  a  pair  of  pan 
hose.  Sara  Lee's  hosiery  busines 
based  in  Winston-Salem,  N.C.,  is  no 
adapting  the  European  technoloj 
and  know-how. 

Bryan  is  fighting  fires  on  the  foe 
side  of  the  business,  too.  To  keep  l 
with  the  trends  toward  lower-f 
foods,  he  has  leaned  up  everythir 
from  smoked  sausage  to  lunc 
meat — all  but  the  cheesecakes. 

To  compete  against  cheaper,  gene 
ic  products,  Bryan  has  been  closir 
plants.  Last  month  Sara  Lee  said  it  w 
close  two  hosiery  plants  in  the  Carol 
nas  that  now  have  715  employees.  ] 

1991  Bryan  shuttered  Sara  Lee's  orig 
nal,  flagship  cheesecake  bakery 
Deerfield,  111.,  a  Chicago  suburb. 

The  company's  new  presiden 
Cornelis  Boonstra,  is  a  55-year-oi 
Dutchman  who  used  to  run  two  < 
Sara  Lee's  international  businessi 
and  has  a  reputation  for  being  tigh 
fisted  and  strictly  no-nonsense.  This 
quite  a  contrast  to  the  jet-setting  Br 
an,  56,  a  fixture  in  the  arts  world  wh 
spends  lots  of  Sara  Lee's  money  suj 
porting  Chicago's  Art  Institute,  Lyr 
Opera  and  many  charities  elsewhere 

No  one  fears  that  Sara  Lee's  hosiei 
or  branded  foods  businesses  will  g 
down  the  tubes.  Indeed,  L'eggs  an 
Hanes  have  managed  to  gain  mark 
share  in  a  declining  market.  But  thei 
is  real  concern  that  Sara  Lee's  growt 
is  plateauing.  When  the  results  ft 
fiscal  1993  (ended  June  30)  are  r< 
leased  early  this  month,  analysts  e: 
pect  earnings  of  $1.40  a  share.  ThJ 
will  be  a  healthy  13%  increase  ovi 

1992  (excluding  one-time  items). 
But  for  1994,  Sara  Lee  watch* 

William  Leach,  a  food  analyst  at  D 
Securities,  is  projecting  earnings  < 
$1.50,  only  a  7%  increase.  "Thi 
would  be  the  slowest  gain  in  II 
years,"  says  Leach.  "They've  hi 
double -digit  gains  as  long  as  I  ca 
remember."  I 
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For  the  past  thirty  years, 
Consumers  Digest,  an 
independent  publication,  has 
published  its  "Best  Buy"  list 
to  help  sort  automotive  fact 
from  fiction.  And  fact  is, 
the  Buick  Park  Avenue  is  its 
choice  for  a  "Best  Buy" 
among  luxury  automobiles  for 
the  second 
consecutive  year. 
Fact,  not  fiction. 
This  finding  is 
based  on  Consumers  Digests 
thorough  investigation  of 


Park  Avenue 
could  be  the  best 
luxury  car  buy 
in  America. 

But  don't  take  our 
word  for  it. 


the  facts:  reliability,  fuel 
economy,  performance, 
braking,  styling  and  overall 
quality.  Facts  that  reflect 
Buick's  commitment  to  offer 
you  not  only  a  safe  and 
dependable  luxury 


automobile,  but  a  car  that 
delivers  what  it  promises: 
quality  and  value. 

An  expert  opinion. 
Don't  take  our  word  that 
Park  Avenue  is  a  "Best  Buy" 
among  luxury  automobiles, 
take  the  word  of  the  experts  at 
Consumers  Digest.  Then,  stop 
by  a  nearby  Buick  dealer 
today  to  test-drive  the  car  the 
experts  are  talking  about. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


Relaxed  FCC  rules  will  most  likely  soon  allow  the 
TV  networks  to  syndicate  their  own  programs.  But 
the  S  avoid  the  costly  mistakes  of  the  studios' 


Going  for 
the  brass  ring 


By  Lisa  Gubernick  and  Sharon  Moshavi 


BY  Al  I  rights  Dr.  Quinn,  Medicine 
Woman  should  never  have  ended  up 
on  network  television.  The  show  s 
story  line— about  a  woman  doctor 
circa  1860  who  makes  housecalls  on 
the  prairie— was  sneered  at  by  adver- 
tisers "No  studio  would  ever  have 
backed  a  show  like  this,"  says  Andy 
Hill,  head  of  cbs  Productions. 

But  a  studio  didn't  have  to.  Dr. 
Quinn  was  produced  by  the  in-house 
production  staff  at  cbs.  And  much  to 
everyone's  surprise,  it  was  a  big  hit  last 
season.  Even  more  surprising: 
Dr.  Quinn  is  already  making 
money. 

Credit  changes  in  the  Federal 
Communications  Commission 
financial  syndication  rules,  which 
govern  how  much  of  their  prime- 
time    television  programming 
networks  are  permitted  to  own. 
In   the   past  the  government 
hasn't  wanted  the  networks  to 
own  the  shows  they  air.  But  re- 
centlv  the  fcc  eased  up  by  mak- 
ing it  much  easier  for  the  net- 
works to  sell  their  own  shows 
abroad. 

With     television  booming 
around  the  world,  Dr.  Quinn  has 
now  been  sold  in  40  countries, 
pulling  in  some  $400,000  per 
episode.  The  show  costs  $1.2 
million  per  episode  to  produce, 
but  the  foreign  sales,  together 
with  the  advertisers'  revenues 
generated  by  airing  the  show  in 
the  U.S.,  have  pushed  the  show 
into  the  black  in  record  time. 

The  FCC  rules  still  prohibit  do- 
mestic syndication  of  network- 
owned  shows,  but  these  rules  are 
expected  to  be  lifted  al  together. 


The  networks  are  getting  ready,  cbs 
NBC  and  ABC  are  already  producing  18 
prime-time  hours-27%  of  time  avail- 
able—for  the  1993-94  season,  triple 
what  they  were  five  years  ago. 

The  losers  in  this  new  game  are  the 
Hollywood  studios  that  have  up  until 
now  been  the  prime  suppliers  ot  sit- 
coms and  family  dramas.  Says  Bill 
Haber,  a  principal  of  Creative  Artists 
Agency.  "The  networks  have  a  chance 
for  the  brass  ring  in  a  way  they  have 
not  had  in  recent  history." 


Behind  the  scenes  of  CBS'  "Dr.  Quinn 
"No  studio  would  have  backed  this  show. 


But  that  brass  ring  isn't  quite 
shiny  as  it  once  was.  Prices  tor  hal 
hour  comedies  in  syndication  ha 
dropped  from  an  alltime  high  ot  9 
million  per  episode  for  half  hou.  sn 

ation  comedies  (The  Cosby  Show)  td 
recent  $600,000  per  episode  (Bl 
som).  For  hourlong  dramas  t 
cak — $1.75  million  per  episode 
was  hit  a  few  years  ago  with  Mapnu 
PI  By  contrast,  Unsolved  Myster 
sold  last  year  to  cable  for  abo 
$125,000  per  episode. 

All  of  which  means  that  in  order 
the  networks  to  make  money  synj 
eating  their  own  product,  they'll  ha 
to  produce  the  shows  cheaply.  T 
simple  tact  is  that  a  network's  i 
house  production  failure  is  even  mc 
expensive  than  a  studio-produc 
show  that  bombs,  because  the  ru, 
work  is  paving  for  the  entire  prodt 
tion  itself.  In  other  words,  the  n< 
works  used  to  shift  much  ot  the  risk 
tlops  to  the  studios.  Now  they  U  b« 
that  risk  themselves. 

CBS  and  NBC  are  both  takmgl 
tightfisted  approach  to  their  in-hoi 
development.  Case  in  point:  Dai 
World,  the   much  anticipated  C 
show  based  tin  humorist  Da 
Bern'.  Instead  of  spending  hi 
dreds  of  thousands  of  dollars 
front  on  a  development  statt,  c 
spent  $50,000  to  produce  c 
script.  Only  after  that  was 
proved  did  cbs  put  the  pilot  h 
production. 

Curiously,  given  its  reputat 
for  tight  cost  controls,  ABC 
going  the  other  way.  ABC 
committed  millions,  signing 
bie-name  directors  like  P< 
Horton    (thhtysomething)  i 
Matt  Williams  (Home  Impr 
ment)  in  hopes  they'll  create  a 
of  think  tank  for  hits.  "Ot  coi 
it's  a  gamble,"  says  Ted  Hart 
president  of  ABC  Entertainm 
"But  we're  going  to  continu 
pay  for  top  talent  because  we  t 
it's  a  better  bet." 

Perhaps,  but  results  so  rai 
not  reassuring.  lust  one  ABC 
ductions  show,  The  Commisl. 
lasted  more  than  a  season, 
none  has  hit  the  top  ten.  1 
biggest  hope  last  season,  Si 
an  "updated  Charlies  A', 
came  and  went  in  a  matt 
months. 

Forbes  ■  August  16, 
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5    CARAT,  FLAWLESS  DIAMOND:  $250,000 


10   CARAT,  FLAWLESS  DIAMOND:  $1.0  MILLION 


we're  pleased  to  announce  the  merger  between 
Mellon  Bank  Cori>oration  and  Xhe  Boston  Company 


©1993  Mellon  Bank  Corporation  and  The  Boston  Company  Diamonds  courtesy  ot  Harry  Winston,  Inc 
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What  could  be  more  challenging  than  launching  an 
imported  car  on  the  U.S.  market?  Yet  Korea's  Kia  Motors 
is  determined.  Here's  how  Greg  Warner  plans  to  do  it. 

The  keep-it- 
simple  strategy 


By  Damon  Darlin 

Can  the  American  auto  market  sup- 
port another  imported  car?  W.  (for 
William)  Gregory  Warner  is  out  to 
prove  it  can. 

In  December  Warner  will  launch  a 
new  Korean  model,  the  Kia  Sephia 
compact  sedan.  Next  year  he'll  bring 
out  the  four-wheel-drive  Kia  Sport- 
age.  Both  cars  are  made  by  Kia  Mo- 
tors Corp.,  a  South  Korean  automak- 
er that  went  from  nothing  to  a  30% 
share  of  its  near  900,000-units-a-year 
home  car  market  in  less  than  four 
years.  Kia  Motors  is  a  division  of  $6.7 
billion  (revenues)  Kia  Group. 

This  promises  to  be  one  very  tough 
launch,  but  Warner  is  an  experienced 
hand  with  imports.  In  the 
early  1970s  he  left  Ford  to 
join  Toyota  as  a  product 
planner,  a  well-timed 
move.  In  the  mid-1980s  he 
was  head  of  Hyundai  Mo- 
tor Co.'s  U.S.  operations 
and  introduced  the  Hyun- 
dai line — at  the  time  a  cele- 
brated launch. 

With  Kia,  Warner  is  tak- 
ing on  a  real  challenge. 
Since  Hyundai's  1985  de- 
but, there  hasn't  been  a 
new  moderately  priced  ex- 
port car  line  launched  in  the 
cutthroat  U.S.  market.  Six 
foreign  car  companies  have 
since  either  pulled  out  of 
the  U.S.  or  significantly  re- 
duced their  operations: 
Sterling  of  Britain,  Peugeot 
and  Renault  of  France,  Ja- 
pan's Daihatsu  and  Isuzu 
and  the  Yugo  oi  Yugoslavia. 

Nor  does  Warner,  whose 
title  is  executive  vice  presi- 


dent and  chief  operating  officer  of  Kia 
Motors  North  America,  have  much  of 
an  organization  put  together.  With  a 
few  months  to  go  before  the  launch  of 
the  Sephia,  the  company  has  hired 
only  half  its  staff.  It  has  $30  million  to 
spend  on  marketing  but  only  recently 
compiled  a  short  list  of  ad  agencies.  In 
tact,  Kia  hasn't  even  picked  any  deal- 
ers. "This  is  kind  of  a  just-in-time 
company,"  Warner  laughs. 

Rut  don't  bet  against  Kia.  Warner's 
strategy  is  the  essence  of  simplicity: 
Exploit  a  hole  in  the  market,  and 
don't  get  too  ambitious.  Car  buyers 
can't  find  a  Japanese  sedan,  such  as  a 
Honda  Civic  or  Toyota  Corolla,  for 


The  Sephia  and  Spoilage  (rear)  with  Kia's  Park  and  Warner 
Goofy  names,  but  low  prices  can  move  them. 


less  than  $10,000.  The  Hyund 
Flantra's     rock- bottom  price 
$9,149,  and  Hyundai  has  a  poor  re 
utation  for  quality. 

Priced  well  below  the  Flantra,  Kk 
Sephia  will  be  the  cheapest  compa 
sedan  in  America,  says  Warner.  Lik 
w  ise,  the  jelly  bean-shaped  Sportaj 
will  sell  for  about  $14,000,  less  thi 
any  comparable  sport-utility  vehic 
Both  models  will  be  equipped  wi 
Mazda-designed  engines  and  driv 
trains.  (Mazda  Motor  Co.  and  Fo 
Motor  Co.  together  own  18%  of  B 
Motors.) 

Warner,  49,  doesn't  expect  to  ma 
a  huge  overnight  splash.  His  19* 
target  is  just  40,000  cars.  Ford  se 
that  many  Tauruses  in  five  weeks.  T 
Kia  rollout  will  start  in  1 1  weste 
states,  through  50  dealers  with  exci 
showroom  space;  the  campaign  w 
reach  the  rest  of  the  country  by  tj 
end  of  1995.  For  now,  Kia  wants  on 
a  $35,000  investment  from  deal 
for  new  signs  and  equipment.  "Tn 
have  figured  out  what  it  takes  to  ma 
us  profitable,"  says  Steve  Hansc 
w  ho  owns  Subaru,  Volkswagen  as 
Mitsubishi  dealerships  in  Olymd 
Wash,  and  is  interested  in  selling  Ki 
Kia  knows  that  merchants  push  pr 
itable  products. 

The  hard  part  will  be  convinci 
Americans  (who 
shown  no  urge  to  buy  sn1 
cars )  that  Kia  can  produc 
quality  car.  Consumer 
ports'  survey  results  h; 
been  relentlessly  tough 
Hyundai    for   its  qua 
problems.  Kia's  likely  sti 
egy  to  avoid  the  Hyura 
brush:  Remind  Amerk 
that  Kia's  cars  have  actu. 
been  on  U.S.  roads  sil 
1988.  Ford  Motor  G 
Festiva  economy  subec 
pact  is  built  by  Kia.  (I 
called  Pride  in  Korea 
won't  be  part  of  Kia's  lij 
up.)  The  $6,991  Fesi 
isn't  much  to  look  at,  bi 
won  coveted  recommeni 
tions  from  Consumer 
ports  in  1990,  1991 
1992.  The  magazine 
gives  thumbs-up  to  u 
Fcstivas. 

Kia  will  also  supply  F! 
its  mid- 1994  subcompi 
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Actually,  we  re  a  bit  of  both. 


Our  core  telephone  operations  give  us  solid  revenues  ami  the  operating  strength  of  a  real  workhorse.  While  our 
tansion  into  high  growth  fields  such  as  cellular  and  information  services  has  helped  us  race  ahead. 

The  results:  Forbes  500  ranking.  A  five-year  total  annual  return  of  25%.  And  .'!2  consecutive  years  of  annual 
tdend  increases. 

ALLTEL  Corporation.  For  more  information,  call  us  at  (501)  6()1 -8900. 

CORPORATION 


UIEl 


ALLTEL  Telephone  •  ALLTKL  Mobile  •  Systematic*  •Computer  Power.  Inc.  •  ALLTLL  Supply  •  IIWC 


Tuc  ked  in  the  heart  of  the  financial  district. 


Meetings  over  afternoon  tea. 


A  staff  that  knows  you  by  name. 


Call  1-800-233-1234  or  your  travel  planner. 


Refreshment 
for  the  mind. 

A  place  to  sharpen 
your  senses. 

The  tranquility 
of  the  perfect  setting. 


PARK 


SAN  FRANCISCO 


Small.  Select.  Inspired. 


Hyatt  Hotels  jnd  Resorts  are  managed  or  operated  by  two  separate  groups  of  companies-Hyatt  Corp.  and  Hyatt  International  Corp  ©  1993  Hyatt  Corp 


No- Load  International  Diversification  -  #1  in  a  Series 


ASUCCESSHJL 

BSTTERNATIONAL  EQUITY 

fuiad  is  no  accident. 

"With  Wart,  urgf  Pincus  International 
Equity  Fund,  I  analyze  economic  factors, 
but  I  also  look  at  foreign  companies  like 
a  businessman,  from  trie  bottom  up." 
Tbis  no-load  fund  is  ranked  #14  out 
o  f  96  international  stock  funds  for 
tbe  one-year  period  ending  6/30/93, 
according  to  Lipper  Analytical  Services,  Inc 


Ridianl  Kmg.PmsiJcnt 
International  I^piiiy  Fund 


Past  performance  cannot  guarantee  future  results.  Investment  return  and  share  price 
will  fluctuate  and  redemption  value  may  be  more  or  less  than  original  cost.  For  more 
complete  inlorm.ition,  including  management  fees,  expenses,  and  special  risk 
considerations  associated  with  international  investing,  call  for  a  prospectus.  Read  it 
carefully  belore  investing.  Counsellors  Securities  Inc.,  distributor. 

CALL:  1-800-257-5614 


466  I/exington  Avenue,  New  York,  NY  1001 7 


Warburg  Pincus  Funds 


Kia  Motors 

the  Aspire.  "We  have  the  experienc 
of  supplying  Ford,'"  says  Hong  Ra 
Park,  president  ofKia's  U.S.  arm.  "S 
we  have  confidence  we  will  succeed. 

Kia  might  have  reduced  its  risks  b 
simply  supplying  Ford  with  niche  vc 
hides.  But  like  most  go-getter  Korea 
companies,  Kia  Motors  has  big  glob, 
ambitions. 

Korea's  carmakers — there  will  b 
five  by  next  year — plan  to  build  cleg 
to  4  million  cars  a  year  by  1996,  u 
from  2.6  million  last  year.  Daewo 
Motor  Co.  split  with  its  partner  i 
seven  years,  General  Motors  Corp 
and,  with  no  technological  or  final 
cial  partner,  is  launching  a  grandicH 
$3.5  billion  plan  to  build  capacity  ft 
2.2  million  units  a  year  (includin 
800,000  units  in  such  car-buying  ce 


"The  only  way  to  take 
Kia  Motors  to  the  next 
level  is  to  sell  its  cars  in 
an  intensely  competitive 
market,"  says  Kia's  W. 
Gregory  Warner. 


ters  as  Tatarstan,  Uzbekistan,  Lib} 
and  Iran). 

SsangYong  Motor  Co.  h 
launched  a  joint  venture  with  Ge 
many's  Daimler-Benz  to  build  cars  f< 
the  Korean  market  and  for  expoi 
Production  target:  240,000  cars 
year  by  1996.  Hyundai,  with  capaci 
of  1.15  million  cars  a  year,  plans 
expand  again.  And  electronics  gia 
Samsung  says  it  will  start  making  cai 
though  it  hasn't  found  an  establish 
maker  willing  to  share  technology. 

Kia  has  been  building  exportat 
cars  only  since  1987,  though  it  h 
made  trucks  since  1962.  Factory 
pacify  will  grow  to  1  million  unit* 
year  from  its  current  650,000  cars 
year  once  its  plant  on  Asan  Bay 
Korea's  west  coast  is  completed.  Wi 
razor-thin  profit  margins,  it  is  selli: 
cars  in  Europe  as  well  as  in  Southe; 
Asia,  and  even  a  few  in  Japan,  mos 
through  Ford's  distribution  nerwo 

Like  the  other  Korean  car  comt 
nies,  Kia  Motors  wants  to  go  it  alo 
because  it  dreams  of  being  a  woi 
player.  "The  only  way  to  take  Kia 
the  next  level  is  to  sell  its  cars  in 
intensely  competitive  market,"  si 
Warner.  Welcome  to  the  fray,  Kia.  I 

Forbes  ■  August  16,  19 


t  Below  California 

■ording  to  Site  Selection  magazine. 
re  ranked  filth  in  the  nation  lor  new 
its  and  expansion,  and  number  five 
mg-term  rankings. 


CALIFORNIA 


Alab 


a  ma : 


Kansas 
Alaska 
Missouri 
Tenj 

iabama/; 


No!  Far  From  Alaska. 

Now  there  s  a  state  thatdoesn  t 
have  manv  people  or  much  crime. 
)et  our  crime  rate  is  even  lower. 


ALAbAMA 
LOUISIANA 
lONNELCTia 


Rifllil  Between  lennessee 
Ami  Louisiana. 

In  W90,  we  had  a  civilian  labor 
force  of 1,892.000.  one  ol  the 
highest  in  the  region. 


It's  the  same  place  it  was  when  you  studied  geography. 
But  in  economics,  humanities,  history,  and  science,  it  s 
probably  a  long  way  from  where  you  think  In  fact,  during 
the  past  few  years  Alabama  has  risen  in  several  business 
and  lifestyle  rankings,  surpassing  states  that  are  larger 
and  more  populated.  The  surge  in  popularity  is  taking 
place  for  a  combination  of  reasons.  First  of  all,  Alabama  s 

always  been  known  for  its  natural  beauty.  But  now 
these  resources  have  been  combined  with  a  modern,  pro- 
business  environment,  creating  a  total  package  that  s  greater 

than  the  sum  of  some  very  strong  parts.  As  a  result,  our 
research  parks,  health  care  industry,  skilled  labor  force,  and 
joint  programs  between  education  and  business  are  drawing 
attention  and  praise  both  nationally  and  internationally. 
And  that  s  really  putting  Alabama  on  the  map. 


LAB  All 
OKLaHOS 
KANSAS 
>RTH  CAROLINA 
MAINE 


WavRtst 
North  Carolina. 

The  average 
annual  pay  for 
workers  is  higher 
here  than  a  state 
with  a  reputation 
for  prosperity. 


A  Little  Above  Rhode  Island. 

Alabama  has  more  Fortune  500 
headquarters  than  states  you 
would  expect  to  find  ahead  ol 
us  in  this  category. 

■ 


It    Isn't     W  I 


7  e  r  e 


You    Think    It  I 


For  more  information,  contact  the  Economic  Development  Partnership  of  Alabama.  2  Norm  Jacisoo  Street.  Montgomery.  Alabama  JO  1 04.  Phone  205 -223 -5 700. 
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From  Europe,  here  come  telephone  debit  cards— 
the  latest  way  for  companies  to  market  their  image. 

Please  deposit 
no  cents 

By  Sharon  Moshavi 


Somk  European  ideas  translate  well 
in  the  U.S.  market.  Some  don't.  Cap- 
puccino caught  on  pretty  well.  Soc- 
cer's another  story. 

The  latest  product  to  make  the 
transatlantic  trip  to  the  U.S.:  tele- 
phone debit  cards.  They  work 
just  like  credit  or  calling  cards, 
except  you  pay  in  advance.  By 
either  manually  punching  in  an 
ID  code  or  using  an  encoded 
hologram,  the  caller  uses  up  a 
certain  amount  with  each  call — 
sort  of  like  the  prepaid  metro  or 
subway  tickets  that  some  U.S.  cit- 
ies use.  When  the  card's  value  is 
used  up,  the  user  then  simply  buys  a 
new  card. 

Phone  cards  like  these  are  increas- 
ingly replacing  coin-operated  phones 
in  Western  Europe.  Now  AT&T, 
Sprint  and  Nynex  want  to  introduce 
coinless  public  telephoning  to  the 
U.S.  and  are  looking  keenly  at  the 
European  phone  cards. 

One  obvious  attraction  is  the 
float — getting  the  use  of  a  customer's 
cash  before  he  or  she  consumes  the 
card's  full  value.  European  phone 
companies  sell  an  estimated  $4  billion 
worth  of  phone  cards  a  year,  so  the 
float  is  considerable. 

A  less  obvious  attraction  is  the  fact 
that  the  Euro  cards  also  serve  as  mini 
billboards.  Hundreds  of  British  com- 
panies, for  instance,  have  ponied  up 
pounds  to  have  British  Telecom- 
munications distribute  phone  cards 
emblazoned  with  their  corporate  lo- 
gos as  promotional  giveaways. 

bt's  largest  copromotion  to  date 
has  been  with  Kellogg  Co.  BT  printed 
up  over  2  million  cards  featuring  the 
Corn  Flakes  logo.  Embedded  in  the 
hologram  of  each  giveaway  card  was 


Telephone  debit  cards 
Place  your  ad  here. 


£2  worth  of  phone  calls.  The  cards 
were  then  given  away  to  Kellogg's 
cereal  customers. 

Telephone  cards  have  even  become 
a  European  version  of  baseball  cards. 
Rare  phone  cards,  printed  in  "edi- 
tions" of  only  several  hundred  or  so, 
have  the  most  value  among  a  growing 
number  of  collectors.  One  50-pence 
(75  cents)  card  promoting  a  wildly 
popular  British  television  show  called 
Fantastic  Facts  is  going  for  £200 
($302).  Some  cards,  like  Muirfield 
Open  Golf  Championship,  are  worth 
as  much  as  £1,000. 

The  U.S.  phone  companies  would 
like  to  clone  that  kind  of  consumer 
fascination.  For  about  a  year  now 
AT&T  has  been  marketing  its  Tele- 
Ticket  card,  w  hich  comes  in  $6,  $15 


and  $30  versions.  TeleTicket  hoick 
punch  in  their  card's  number;  a  i 
cording  tells  them  how  much  usa 
remains  on  the  card.  AT&T  has  sc 
TeleTickets  primarily  to  foreign  vi 
tors  to  the  U.S.  and  to  immigrants 
the  U.S.  who  make  a  lot  of  telepho 
calls  back  home. 

Taking  a  leaf  from  BT/Kellogg, 
April  AT&T  started  distributing  a  Te! 
Ticket  card  embedded  with  $1 .80 
long  distance  calls  to  McDonald 
which  gave  them  away  with  its  "E 
Mac  Extra  Value  Meal."  Univer 
Studios'  theme  parks  sell  a  TeleTicl* 
card  good  for  up  to  $30  worth  of  cal 
Its  face  bears  a  picture  of  the  cudc 
alien  E.T. 

In  Boston  Sprint  has  begun  m; 
ket-testing  its  prepaid  card  Foncai 
available  in  $5,  $10  and  $20  inci 
ments.  The  cards  are  sold  a) 
host  of  convenience  stores  li 
Store  24  and  Li'l  Peach.  Spr 
is  targeting  a  largely  transit 
market  of  college  students,  m 
tary  personnel  and  foreign  toi 
ists,  charging  them  60  cents  | 
minute  for  domestic  calls. 

Sprint  is  also  talking  w 
packaged  goods,  beverage  a 
appliance  companies  about 
veloping  promotional  cards,  s 
Thomas   Weigman,  Sprint's 
marketing  officer.   Its  first  ma 
scheduled  promotional  foray  with : 
vertisers:  the  1994  U.S.  World  Cuj 
worldwide  event  that  will  attract  I 
ropean  soccer  fans  who  are  aires 
familiar  with  the  phone  cards. 

But  for  now,  Weigman  sees  Sprir 
card  primarily  as  an  advertising  ve 
cle  for  Sprint  itself.  "We  want  to 
the  space  to  promote  ourselve 
he  says. 

Both  AT&T's  and  Sprint's  cards 
manually  entered  id  codes  good  fc 
predetermined  dollar  value  of  c« 
Nynex  is  going  a  different  route.  1 
deve  loping  a  European  -type  he 
graphic  card  to  work  with  the  1 A 
new  coinless  phones  it's  installing 
New  York  City  for  its  New  Y 
Telephone  unit — which  is  already 
ing  approached  by  companies  t| 
want  to  use  the  cards  for  advertis 
and  promotion. 

Says  New  York  Telephone's 
phone  marketing  director  Mid 
Bovalino:  "We're  sure  there's  a  I 
market  out  there  for  that." 
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Faster  than  you  can  find  Fullerton, 
we  can  find  out  when  your  package  got  to  Fullerton. 


n  a  matter  of  seconds,  our  Computerized 

Tracking  and  Tracing  system  can 
tell  us  the  delivery  status  of 
your  Express  Mail®  package. 

That's  because  its  bar 
code  is  electronically  scanned  at 
^         different  points  along  its 

overnight  journey.  This  data  is 
i  transmitted  directly  to  our  central  computer. 
This  advanced  sys-  l|||I|||i|||||I|l|||l|I|Hl 
lets  us  update  you     *  H  8  3  b  5  3  5  8  D  s  b  u  s  * 
lours  a  day,  every  day.  All  you  have  to  do  is  call 


your 


our  Customer  Service  Center  at  1-800-222- 
Use  the  same  number  to  arrange  pickup  or 
any  questions  about  Express  Mai 

Finally,  to  fully  ease 
mind,  consider  the 
extraordinary  value  of 
overnight  Express  Mail 
from  the  United  States 
Postal  Service.  From  just 
$9.95,  365  days  a  year, 
we  track,  we  trace, 
we  deliver  for  you. 


1811 

ask 


exffESS 


J.S.  Postal  Service 


United  States  Postal  Service 


Aspen  Tree  Software  reduces  the  tricky  art  of  screening 
job  applicants  to  something  a  computer  can  understand. 

Slouches  make 
better  operators 


By  Suzanne  Oliver 

Brooks  Mi  i  <  heli  got  a  doctorate  in 
personnel  management,  but  lie's  no 
organization  man.  He  lost  his  job  as  a 
training  director  at  Texas  Instruments 
in  1971  and  quit  his  job  as  personnel 
director  of  Pepsi's  transportation  divi- 
sion in  1975.  With  his  Oklahoma 
twang,  w  estern  suits  and  odd  pastime 
(drifting  through  small  towns  in  Wy- 
oming, setting  up  a  karaoke  machine 
in  a  strange  bar  and  playing  guitar  to 
the  accompaniment  of  drunken  cow 
boys),  Mitchell  never  fit  into  the  but- 
ton-down world. 

Perhaps  because  Mitchell  himself 
did  not  succeed  in  organizations,  he 
became  interested  in  predicting 
w  ho  would. 

In  1979,  w  hile  Mitchell  was  teach- 
ing at  Southern  Methodist  Universi- 
ty, a  garment  manufacturer  in  West 
Virginia  hired  him  to  reduce  its  high 
turnover  among  sewing  machine  op- 
erators. From  the  job  applications  of 
100  successful  operators  and  1 00  who 
had  quit  or  been  fired,  he  identified 
ten  variables  that  seemed  to  predict 
job  success.  Some  of  the  variables 
w  ere  unusual.  For  example,  the  better 
sewing  machine  operators  were  likelv 
to  weigh  more  than  300  pounds. 
They  were  not  likelv  to  own  a  car. 

Mitchell  designed  a  weighted  job 
application  and  a  scoring  key,  which 
awarded  points  for  the  best  answers  to 
the  predictive  questions.  Then  he- 
hired  a  hacker  to  write  a  program  that 
would  enable  applicants  to  take  his 
job  interview  on  an  Apple  II  comput- 
er. Unintended  bonus:  Applicants 
were  more  honest  with  the  computer 
than  they  had  been  with  human  inter- 
viewers. For  example,  many  admitted 
to  the  Apple  II  that  they  intended  to 
hold  the  job  for  less  than  six  months. 

104 


By  weeding  out  these  applicants 
and  others  who  were  likely  to  quit  or 
be  tired,  the  apparel  firm  halved  its 
turnover  in  three  years. 

These  days  Mitchell,  now  50, 
teaches  six  hours  a  week  at  the  Uni- 
versity of  Wyoming,  in  a  position  well 
off  the  tenure  track.  "Universities  are 
petty  places,"  says  the  nonconform- 
ing Mitchell.  And  he  sure  doesn't 
need  the  full  professor's  salary.  That 
questionnaire  for  the  garment  manu- 
facturer has  turned  into  Aspen  Tree 
Software,  with  revenues  of  $1.2  mil- 
lion last  year  and  a  50%  pretax  margin. 

Mitchell,  the  sole  owner,  links  his 
customers  and  14  employees,  who 
work  from  their  homes,  through  12 
phone  lines  to  the  Compaq  ProSignia 
computer  in  the  basement  of  his  split- 
level  house  in  Laramie.  With  that 
offhand  setup,  Aspen  Tree  designs 
computerized  job  interviews  for  such 
outfits  as  Marriott,  Neiman  Marcus, 
Corning,  Foley's  and  American 
Express. 

When  Aspen  Tree  designs  a  job 
interview  today,  it  develops  about 
100  multiple-choice  questions  based 
on  the  job  description,  corporate  style 
and  its  ow  n  library  of  tested  ques- 
tions. The  questions  that  affect  hiring 
decisions  must  be  job-related  and  ex- 
clude information  on  race,  creed,  sex, 
age,  marital  status,  country  of  origin 
and  medical  history.  To  avoid  law- 
suits, Aspen  Tree  assiduously  avoids 
questions  related  to  personal  appear- 
ance or  wealth,  such  as  the  questions 
about  weight  and  car  ownership  once 
asked  by  the  West  Virginia  garment 
manufacturer. 

Mitchell  is  always  searching  for  new 
indicators  that  aren't  yet  forbidden  by 
the  courts.  Thus,  Aspen  Tree  pro 


grams  ask  applicants  about  their  ci 
rette  smoking,  hours  of  daily  tek 
sion  viewing  and  favorite  games 
you're  looking  for  a  low  end  u 
phone  job,  don't  give  fast-track 
swers  (see  table). 

After  the  interview  questions 
approved  by  the  client's  lawyer, 
applicants  begin  taking  the  interv 
on  computer  terminals.  After  e 
interv  iew,  the  computer  prints  a 
low- up  interview  guide  for  the  [" 
sonnel  department  listing  the  ap 
cant's  contradictions,  slow  respor 
and  undesirable  answers. 
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:anwhile,  Aspen  Tree  Software 
:ts  monthly  data  from  the  corn- 
containing  interview  responses, 
5s  and  departures.  For  some  cus- 
rs  Aspen  Tree  also  tracks  such 
3yee  productivity  measures  as 
:>er  hour. 

out  six  months  later  Aspen  Tree 
ares  the  interview  responses 
the  company's  preferred  yard- 
generally  turnover  or  productiv 
)oking  for  differences  between 
isponses  of  the  good  hires  and 
lires.  It  then  develops  a  scoring 
od  for  the  interview. 


Example:  Applicants  for  a  job  as  a 
telephone  operator  were  asked,  How 
often  do  you  exercise?  Of  all  the 
successful  hires,  35%  chose  the  re- 
sponse "never."  Only  13%  of  the  bad 
hires  chose  "never."  About  40%  of 
the  bad  hires  and  only  20%  of  the 
good  hires  chose  "twice  a  week."  So 
Mitchell  gave  the  couch  potatoes  a 
score  of  two  points — and  the  heavy 
exercisers  zero — on  a  test  whose 
highest  scorers  are  the  best  hires. 

Sometimes  the  computer  kicks  out 
a  counterintuitive  scoring  formula. 
Applicants  for  a  retail  sales  job  are 


By  answering  innocuous  questions 
about  themselves,  applicants  for 
a  telephone  operator  job  gave  clues 
about  whether  they  would  quit 
or  be  fired.  Busy  exercisers  with 
an  active  social  schedule  make 
the  worst  telephone  operators. 


asked,  Is  there  a  particular  depart- 
ment of  the  store  in  which  you  would 
like  to  work?  A  human  interviewer 
might  be  inclined  to  hire  an  applicant 
who  appears  flexible,  answering  "no" 
to  the  question.  But  it  turns  out  that 
the  better  employees  come  in  with 
some  favorite  store  section  where  they 
want  to  land. 

The  science  of  Aspen  Tree  Software 
isn't  complicated.  But  it  seems  to 
work.  Aspen  Tree  helped  insurer 
American  General  reduce  its  annual 
agent  turnover  from  50%-plus  to  less 
than  40%.  The  Des  Moines -based  de- 
partment store  chain  Younkers  Inc. 
cut  its  turnover  of  sales  staff  by  a 
quarter  with  help  from  Aspen  Tree. 

Aspen  Tree  improves  the  odds  that 
companies  won't  hire  square  pegs  like 
Mitchell  to  fit  in  their  round  holes. 
Maybe  it's  time  to  test  the  question, 
Do  you  wear  western  suits  and  play 
guitar?  Hi 
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SOMETIMES  WHEN 

YOU  HAVE 

A  GREAT  IDEA  YOU 
WANT    TO  TELL 

THE  WORLD 


Okay,  so  you're  not  the  kind  of  person 
to  shout  it  from  the  rooftops.  Maybe  a 
global  fax  is  more  your  style.  An  inter- 
national videoconference,  even  better 

At  Sprint,  we  grasp  the  concept. 
And  we  believe  in  great  ideas.  After  all, 

©  1993  Sprint  Communications  Company  L.P. 


we  had  enough  faith  in  a  little  thing 
called  fiber  optics  to  launch  a  global 
network  back  in  1986.  And  today  we're 
the  only  communications  company  to 
offer  local,  global  and  cellular  capa- 
bility. Not  to  mention  the  power  to 


communicate  with  over  290  coi 
and  locations  around  the  worli 
connection  so  clear  you  could 
a.,  .we  11,  you  know. 

But  alas,  man  does  not  live 
nology  alone.  So  it's  nice  to  knc 


ncations  company  you  can 
ommunicate  with.  At  Sprint, 
more  value  on  helping  people 
vard,  than  getting  them 
t  means  delivering  the  future, 
in  just  promising  it. 


So  the  next  time  you  have  a  great 
idea,  don't  be  shy.  And  don't  wait  for 
someone  else  to  bring  you  the  technol- 
ogy that  lets  you  spread  the  word. 

Be  there  now 

1-800-PIN-DROP 


Because  with  Sprint  you  have  the 
world  now.  And  the  power  to  share  it 
with  anyone,  anywhere,  anytime. 


Sprint 


COMPUTERS/COMMUNICATIONS 


Playing  games 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


Videogames  arc  doing  well.  With 
new  technology,  they  could  soon  do 
even  better. 

Worldwide,  at  least  40  million 
game  machines  are  attached  to  televi- 
sion sets,  and  American  preadoles- 
cents  or  their  parents  plunked  down 
$3  billion  for  game  cartridges  last 
year.  Nintendo's  Super  Mario  Broth- 
ers 3  alone  has  grossed  $500  million 
since  it  was  released  in  fall  1990,  more 
than  all  but  a  few  of  the  most  success- 
ful movies. 

Wall  Street  is  busily  capitalizing  on 
the  likelihood  that  newer  and  more 
exciting  game  technology  will  open 
the  doors  to  broader  markets  and 
greater  revenues.  Acclaim  Entertain 
ment,  the  largest  publicly  held  game 
software  company,  has  been  trading 
recently  at  41  times  its  trailing  earn 
ings;  Electronic  Arts,  a  close  runner- 
up  in  size,  enjoys  a  P/E  of  42.  The 
stock  of  3DO,  the  electronic  en- 
tertainment startup  and  media 
darling,  doubled  to  37  within  a 
month  of  going  public  in  May. 

There  is  big  risk  here:  Remem- 
ber how  Atari  nearly  sank  Warner 
Communications.  Two  months 
after  going  public  at  1 0,  Absolute 
Entertainment  had  seen  its  shares 
rise  to  16  when  it  announced  a 
dismal  earnings  outlook  and  the 
stock  crashed  to  5.  But  such  risks 
should  not  deter  investors  from 
giving  digital  entertainment  seri- 
ous consideration. 

As  it  stands,  the  digiial  game 
business  is  dominated  by  car 

108 


fridge  based  players  sold  by  Nin- 
tendo and  Sega  Enterprises.  But  a 
newer  technology,  built  around  com- 
pact discs,  is  coming  on  fast.  To 
achieve  its  potential,  the  en  rom  will 
have  to  overcome  some  limitations, 
chief  among  them  speed.  Even  the 
quickest  of  the  CD  players  requires 
about  seven  seconds  to  fill  a  TV  screen 
with  a  color  image — tar  too  long 
when  one  is  trying  to  zap  aliens. 

Still,  by  packaging  computer  infor- 
mation on  the  laser  disks  of  a  CD-ROM, 
gamemakers  are  expanding  the  scope 
of  digital  entertainment.  New  game 
systems  from  Panasonic,  Philips,  Pio- 
neer and  others  can  play  not  only 
games  but  audio  CDS,  electronic 
books  and  musical  instruments,  and 
software  that  uses  sophisticated  ani- 
mation and  video.  Look  for  similar 
systems  soon  from  Apple  Computer, 
Toshiba  and  others. 

Virtual  reality,  once  limited  to  the 
world  of  flight  simulators  for  the  mili- 
tary, is  also  moving  into  the  home.  By 
Christmastime  Sega  will  be  selling  a 
helmet-like  device  called  Sega  VR, 
which  has  stereo  headphones  and 
hooks  up  to  a  Genesis  game  system, 
and  will  prcwide  panoramic  game  play. 

Cable  and  telephone  companies  are 
experimenting  with  games,  too.  Time 
Warner,  Tele-Communications  and 
Sega  plan  a  game  channel  that  could 
be  ready  as  soon  as  1 994.  AT&T,  which 
already  owns  a  stake  in  3DO,  plans  to 
manufacture  low-cost  communica- 
tions hardware  that  makes  it  possible 


Games  of  chance 

Company 

Recent 

P/E 

Sales 

ROE 

price 

($mil) 

Absolute  Entertainment 

4% 

23.2 

$16 

85.7%  • 

Acclaim  Entertainment 

30% 

40.7 

285 

21.3 

Electronic  Arts 

27 

41.5 

298 

24.1 

Hasbro 

35y8 

17.3 

2.605 

16.2 

Marvel  Entertainment 

37V4 

49.0 

293 

38.6 

3D0 

28 

NM 

0 

NM 

NM:  Not  meaningful.  Source:  Media  General. 

Pure  plays  in  videogames  are  scarce.  Four  of 
these  firms  come  close,  but  Hasbro  and  Marvel 
derive  most  of  their  sales  from  other  products. 


for  kids  to  play  Sega  videogames  wit 
their  friends  across  the  street — ( 
across  the  country  (until  the  phol 
bill  gets  too  high ). 

Although  the  CD-ROM  format  mj 
be  short  on  speed,  it  allows  garr 
developers  to  include  a  variety  of  mu 
timedia  effects,  such  as  full-mode 
video,  (  i)  quality  sound  and  lots  ( 
special  effects.  The  motion  pictui 
industry  is  already  embracing  interai 
rive  entertainment  as  a  new  form  ( 
storytelling.  LucasfUm,  owned  t 
George  Lucas  of  Star  Wars  fame, 
releasing  Indiana  Jones  and  the  Fate 
Atlantis  not  as  a  movie  but  as  a  Cl 
rom  game.  The  disc,  with  40  compu 
er  characters,  8,000  spoken  lines  ar 
numerous  possible  outcomes,  allov 
the  player  to  develop  the  story  lir 
with  every  move. 

Spectrum  HoloByte,  a  small  privaj 
company,  has  developed  a  3DO  gam 
called  Star  Trek:  The  Next  Gener 
tion,  which  features  an  original  scri; 
and  computer-generated  actors  wlj 
speak  with  the  voices  of  the  actors  c 
the  TV  show. 

Acclaim  Entertainment,  which  h 
created  videogames  based  on  the  r 
films  Terminator  2:  Judgment  D 
and  Alien  3,  has  rights  to  the  gan 
version  of  the  Arnold  Schwarzena 
ger  film  True  Lies,  scheduled  for  t 
lease  next  summer. 

Game  characters  are  also  migrarij 
to  the  movies  and  television.  Ninte 
do's  Mario  brothers  are  already  on  rj 
big  screen,  and  CapconTs  Stre 
Fighter  is  set  for  summer  release.  3 
ga's  Mario-buster,  Sonic  the  Heda 
hog,  will  have  his  own  Saturd 
morning  cartoon  series.  In  the  woi 
for  Thanksgiving  is  a  TV  special  feati 
ing  Busby  Bobcat,  star  of  Cia 
Encounters  of  the  Furred  Kit 
The  cat  is  the  property  of  Ace 
lade,  the  largest  privately  he 
game  company. 

There  are  even  possibilities 
game-related  revenue  in  toy  a 
comic  book  companies.  For 
ample,  Marvel  Entertainrd 
owns  the  rights  not  only  to  Spu 
Man,  who  has  already  appeared 
videogames,  but  to  more  tr 
3,000  other  comic  book  chat 
ters.  Hasbro  owns  the  techrj 
ogy  behind  such  popular  inter 
tive  games  as  Night  Trap. 
Let  the  games  begin! 


I 
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"How  do  my  business  processes  compare?'' 


s  what  we  hear  from  you.  Because  by  compar- 
er processes  to  the  best  in  the  business,  you 
valuate  and  improve  your  performance  at 
turn. 

3o  we've  responded  with  an  exclusive  knowl- 
base  of  global  Best  Practices.  One  which  not 
lets  us  compare  your  processes  within  your 
industry  but  against  the  best  companies  across 
3ard. 

In  our  trained  hands,  it  helps  us  gain  insight 
vhich  practices  could  best  guide  your  corn- 
So  we  can  bring  you  more  creative  ways  to 
^ou  re-engineer  your  operations. 
It's  designed  to  be  the  most  thought-provok- 
?source  of  its  kind.  Driven  by  an  advanced 


application  of  CD-ROM  technology.  Updated 
throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge 
base  or  receive  a  free  brochure,  call  1-800-445-5556, 
today.  And  find  out  how  we  can  help  you  make 
meaningful  progress — 
on  paper  and  in  practice. 

Best  Practices. 
Putting  insight  into  practice 

.Arthur  „ 
Andersen  ^ 


rthur  Andersen  &  Co.  All  rights  reserved. 


Arthur  Andersen  &Cq  SC 


INSIGHTS 

SCIENCE  &  TECHNOLOGY 

An  apple  for 
the  computer 


COMMENTARY  BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


Thf  American  Literacy  Council 
guesses  that  there  are  27  million  En- 
glish-speaking but  functionally  illiter- 
ate adults  in  the  U.S. — that's  nearly 
15%  of  the  adult  population.  These 
people  cannot  read  and  write  well 
enough  to  understand  a  want  ad  or  fill 
out  a  job  application.  Fortunately, 
desktop  computers  and  innovative 
software  promise  to  help  solve  the 
problem. 

In  all  English-speaking  countries, 
illiteracy  is  widespread.  England, 
( Canada  and  Australia  share  our  diffi- 
culty in  teaching  people  how  to  read 
and  write.  Yet  in  other  industrialized 
countries,  the  problem  of  functional 
illiteracy  is  not  significant.  Why  not? 
Because  most  languages  look  the  way 
they  are  spoken — Spanish,  for  exam- 
ple. But  English  spelling  is  unpredict- 
able and  oftputting.  Familiar  exam- 
ple: The  characters  OUGH  represent 
five  different  sounds,  in  "bough," 
"cough,"  "tough,"  "through"  and 
"dough";  the  last  of  these  vowel 
sounds  can  be  spelled  at  least  19  other 
ways.  There  arc  a  few  helpful  rules  ("I 
before  E  except  after  C"),  but  an 
awful  lot  of  English  orthography 
amounts  to  nothing  more  than  word- 
by-word  sight  memorization. 

All  manner  of  reform -minded  Amer- 
icans have  undertaken  campaigns  to 
rationalize  spelling:  Benjamin  Franklin, 


Mark  Twain  and  Andrew  Carnegie, 
among  others.  Theodore  Roosevelt 
tried  to  have  all  government  publica- 
tions printed  using  "phonic"  spelling. 
He  could  not  get  his  idea  past  Con- 
gress, although  he  is  generally  credited 
with  getting  the  word  "gaol"  reformed 
into  "jail." 

After  two  centuries  of  such 
schemes,  it  seems  clear  that  the  spell- 
ing of  the  English  language  strongly 
resists  reform.  The  cure  won't  come 
at  that  end.  Rather,  the  technology  of 
teaching  English  is  suddenly  on  the 
verge  of  getting  a  lot  better,  thanks  to 
the  proliferation  of  computers. 

By  the  turn  of  the  century,  there 
will  be  at  least  as  many  personal  com- 
puters in  this  country  as  there  are 
people.  Curiously,  they  have  not  yet 
had  much  of  an  impact  on  the  school 
system.  There  are  currently  a  paltry  3 
million  computers  in  the  public 
schools,  about  one  computer  for  ev- 
ery 1 6  students.  But  the  ratio  is  steadi- 
ly improving,  and  a  few  educational 
software  companies  have  already 
emerged  as  dominant  suppliers  to  this 
growing  base. 

Jostens  Learning  Systems,  a  subsid- 
iary of  class  ring  and  yearbook  vendor 
Jostens  Inc.,  is  one.  Last  year  the 
subsidiary  sold  $220  million  worth  of 
computers  and  educational  software 
into  the  schools,  accounting  for  23% 
of  its  parent's  total  sales.  Jostens'  chief 
competitor  is  Computer  Curriculum 
Corp.,  part  of  the  Simon  &  Schuster 
division  of  Paramount  Communica- 
tions Corp. 

Computers  bring  many  advantages 
to  the  classroom.  They  deliver  self- 
paced,  one-on-one  instruction.  They 
are  infinitely  patient  and  quick  to 
reward  progress.  Programmed  intelli- 
gently, computers  can  be  utterly  en- 
gaging; just  watch  someone  play  a 
videogame. 

The  teacher,  in  computerized  in- 
struction, is  really  the  programmer. 
He  or  she  is  in  effect  cloned — multi- 


plied— by  the  number  of  comput 
in  use.  Hence,  for  each  student 
personal  teacher. 

Jostens  offers  a  range  of  Engli 
teaching  software  for  everyone  fn 
kindergartners  to  adults  doing  red 
dial  work.  The  American  Liter; 
Council  has  developed  and  tesi 
over  a  period  of  years  the  progr 
"Sound  Speler,"  which  instantly  c 
rects  misspelled  words,  like  "spele. 

The  program  recognizes  comnj 
phonetic  spellings  and  errors,  a. 
even  understands  and  corrects  II 
glish  dialects.  The  key  is  in  the  inst 
feedback — the  constant,  endlessly 
tient  correction  of  errors.  Conti 
that  with,  say,  a  graded  paper 
turned  to  the  student  a  full  week  a! 
an  exam. 

One  of  the  most  exciting  devel> 
ments  is  the  advent  of  digitally  synt 
sized  sound,  which  has  suddc 
kicked  the  technology  of  teach 
English  by  computer  to  a  new  h| 
level.  A  tiny  company  in  Vancou1 
B.C.,  Boswell  Industries,  has  de1 
oped  a  multimedia  computer  t 
uses  voice  chips  and  a  special,  sim 
fled  keyboard  like  that  used  by  cd 
reporters.  Non-English-speaking 
dents,  starting  from  zero,  can  use 
Boswell  technology  to  bootstrap  ii 
a  working  knowledge  of  Englisl 
about  one-fifth  the  time  they  mi 
spend  using  the  familiar  language 

Boswell  has  been  selling  mach 
briskly  in  China,  Hong  Kong 
Korea,  chiefly  to  companies  and  ii 
tutions  that  do  business  with  Nc 
America.  Boswell  systems  are  also 
in  Canada  and  in  the  U.S.  for  studi 
learning  English  as  a  second 
guage,  and  for  remedial  instructk 

Boswell  is  an  unprofitable  comd 
still  in  the  development  stage, 
stock  trades  on  the  Vancouver  Si 
Exchange,  home  to  many  highly  sj 
ulative  issues.  Recent  price:  49  C; 
dian  cents  per  share.  No,  that's 
cheap;  it  values  this  company,  \\i 
has  been  selling  product  for  only  a 
months  and  would  do  well  to 
$200,000  in  revenues  this  fiscal  \ 
at  $5  million  (Canadian). 

It  is  an  interesting  speculation, 
don't  buy  the  stock  unless  you 
easily  afford  to  lose  whatever  you 
into  it.  Do  keep  an  eye  on  Boswell 
other  companies  that  will  help  st 
out  English  language  illiteracy.  I 
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THE  PFIZER  HEALTHCARE  SERIES 


Depression. 

It  can  affect  you  in  ways  you 
would  never  suspect 


a  loss  of  interest  or  pleasure 
in  your  job,  family  fife, 
hobbies  or  sex 

difficulty  in  concentrating 
or  remembering 

physical  pains  that  are 
hard  to  pin  down 

sleep  disturbances 

appetite  loss  (or  overeating) 

unusual  irritability 


•  a  loss  of  self-esteem  or  an 
attitude  of  indifference 

•  a  downhearted  period  that 
gets  worse  and  just  won't 
go  away 

•  frequent  or  unexplainable 
crying  spells 


A  combination  of  the  above  symptoms, 
persisting  for  two  weeks  or  more,  can 
be  an  indication  of  depressive  illness 
and  a  warning  to  seek  the  advice  of  a 
doctor. 


Because  depression  can  be  a  lot  more  than  just  "the  blues." 

Over  10  million  Americans  today  may  suffer  from  depression.  Unfortunately,  it  often  goes  unre- 
ported, and  therefore  undiagnosed  and  untreated,  because  people  don't  recognize  the  symptoms 
for  what  they  are.  Yet,  depression  can  be  diagnosed  and  treated  in  most  cases.  It's  most  important 
to  realize  that  you  are  not  alone  by  any  means. 

Do  something  for  yourself  and  for  those  you  love.  See  your  doctor. 

For  a  poster-sized  reprint  of  this  message,  write:  Pfizer  Pharmaceuticals,  P.O.  Box  3852, 
Grand  Central  Station,  New  York,  NT  10163. 


US.  Pharmaceuticals 

A  PARTNER  IN  HEALTHCARE™ 


A  message 
in  the  interest 
of  better 
health  from 


STAYING  HEALTHY 


Should  you  let  your  doctor  test  your  child  or  grandchild 
for  cholesterol?  That  depends  mainly  on  you. 

Too  young 
to  diet 


By  Katarzyna  Wandycz 


Julia  Tomaszewsky  of  Cranford, 
N.J.  is  about  to  be  tested  for  choles- 
terol. She  just  turned  4.  Molly  Baum- 
kel,  of  Bloomfield  Hills,  Mich.,  will 
soon  turn  2.  Yet  her  doctor  is  already 
thinking  about  a  cholesterol  test  for 
her.  ButCharlii  Samuels,  a  2-year-old 
from  Chicago,  will  probably  have  his 
first  cholesterol  test  after  he  turns  10. 

Which  child's  doctor  is  doing  the 
right  thing?  AJ1  of  them — or  none  of 
them — might  be. 

"It  is  not  a  closed  matter  as  to  how 
widely  children  should  be  tested," 


Molly  Baumkel  at  the  doctor's  office 
For  her  second  birthday,  she  may 
get  a  cholesterol  test. 


says  James  Cleeman,  a  doctor  at  the 
National  Heart,  Lung  &  Blood  Insti- 
tute who  helped  write  the  National 
Cholesterol  Education  Program's 
guidelines  as  to  who  should  be  tested 
for  cholesterol,  when. 

On  the  surface,  it's  hard  to  imagine 
why  a  doctor  should  take  any  child's 
blood  and  test  it  for  cholesterol.  High 
levels  of  so-called  bad,  or  ldl  (low- 


density  lipoprotein)  cholester 
which  is  the  base  on  which  obstn 
dons  in  the  blood  vessels  are  buj 
induce  heart  attacks  and  strokes  tl 
kill  as  many  as  half  a  million  Amc 
cans  every  year.  But  the  vast  majot 
of  them  are  over  the  age  of  55. 

So  why  stick  children  with  need 
to  check  their  cholesterol?  The  ; 
swer  is  that  arteriosclerosis — blocki 
of  the  blood  vessels  by  fatty  si 
stances,  or  cholesterol — may  ori 
nate  in  childhood.  According  to  c 
study,  over  half  of  children  aged  K 
14  had  fatty  streaks  in  their  blc 
vessels — and  in  8%  of  them  those  fa 
streaks  were  beginning  to  look  I 
arteriosclerotic  plaque  in  adu 
Plaque  in  the  blood  vessels  was  al 
found  in  as  many  as  77%  of  the  ! 
diers  killed  in  the  Korean  War; 
average  the  subjects  of  this  sti 
group  were  only  22  years  old. 

If  lots  of  kids  seem  to  deve 
arteriosclerosis  early  on,  maybe  a 
ferent  question  is  in  order:  Why 
test   all  children   for  choleste 
That's  what  some  pediatricians 
For  example,  Westfield  Pediatr 
where  4-year-old  Julia  Tomaszew 
goes,  starts  testing  children 
they're  4. 

The  problem  with  this  approac 
that  cholesterol  is  just  one  elemen 
the  process  of  building  up  the 
structions  in  the  blood  vessels 
restrict  the  flow  of  blood  and  lea 
heart  attacks  and  strokes.  The  ol 
part  is  genetics.  Some  organisms 
better  able  to  clear  the  body  of  ex 
cholesterol  than  others.  Out  of 
25%  or  so  of  the  children  with 
highest  cholesterol  levels,  half  will 
have  high  ldl  cholesterol  level; 
adults.  So  Cleeman  asks:  "If  we  v, 
to  find  high  cholesterol  in  a  child  j 
has  no  other  heart  disease  risk  tact 
what  should  we  do  about  it?" 

To  take  account  of  the  genetic 
ment,  most  doctors  look  for  extra 
factors  for  heart  disease.  These 
elude  a  family  history  of  early  1 
disease  and  high  ldl  cholesterol 
els,  or,  in  some  cases,  smoking  by 
adolescent  child. 

If  a  child  has  both  high  cholesl 
and  a  family  history  of  early 
disease,  there  are  drugs  he  or  she 
take.  For  example,  Bristol  Labora 
ies'  Questran  forces  the  liver  to 
duce  more  bile  acids,  using  up  n 
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i  lead  scare 

jam  Barrows,  a 
ago  pediatrician,  re- 
;  a  lot  of  parents  have 
terrorized  by  media 
;s  about  lead  in  chil- 
and  want  him  to  test 
offspring's  lead  con- 
Barrows  thinks  most 
testing  is  a  waste, 
have  done  hundreds 
ose  [lead]  tests  in  our 
:  over  the  years,  and 
have  all  been  normal 
i>se  to  normal,"  he  ex- 
s.  "We  are  wasting 
nuch  kids'  blood  and 
iing  too  much  mon- 
i  the  tests."  Barrows 
hat  the  money  spent 
ad  testing,  about  $40 
:st,  would  be  better 
:  on  vaccinations, 
rrows  is  well  aware 
ligh  levels  of  lead  can 
a  child's  brain,  and  at 
:r  levels,  bone  marrow 
adneys.  It  can  make 
d  slower — not  able  to 
a  ball,  for  instance, 
t  Barrows  also  knows 
Children  get  lead 
their  surroundings, 
ly  from  old  lead- 
1  wall  paints,  but  also 
contaminated  soil, 


water  or  construction  dust 
arising  from  the  renova- 
tion of  an  old  house.  High 
levels  of  lead  are  found 
mostly  among  inner-city 
children.  "I  don't  think 
people  in  the  inner  cities  are 
worried  enough  about 
lead,"  says  James  Fonts  of 
the  National  Institute  of 
Environmental  Health  Sci- 
ences, "and  people  in  the 
suburbs  are  worried  too 
much." 

With  lead -free  gasoline 
and  other  environmental 
cleaning,  the  average  lead 
levels  in  children  dropped 
from  16  micrograms  per 
deciliter  in  the  late  1970s  to 
about  6  mcg/dl  now.  "A 
level  of  1 0  or  slightly  above 
is  not  a  very  serious  situa- 
tion in  an  individual  child," 
says  J.  Routt  Reigart,  a 
Charleston,  S.C.  pediatri- 
cian. But  due  to  lead  con- 
centrations in  older  urban 
areas,  the  Environmental 
Protection  Agency  esti- 
mates that  about  1 5%  of 
American  children  have 
lead  levels  above  10 
mcg/dl,  and  about  1% 
above  25  mcg/dl.  (Medi- 


Dr.  William  Barrows  with  a  young  patient 
"We  are  wasting  too  much  kids'  blood." 


cation  to  lower  lead  levels  is 
usually  prescribed  at 
around  40  mcg/dl.) 

Politically,  it's  almost 
impossible  to  require  that 
only  children  in  poor 
neighborhoods  be  tested. 
So  Massachusetts  re- 
quires that  all  children  un- 
der 4  be  tested  annually 
for  lead,  no  matter  where 
they  live.  Earlier  this  year, 


the  American  Academy  of 
Pediatrics  called  for  regu- 
lar testing  of  all  children  na- 
tionwide until  age  3,  and 
all  high-risk  children  until 
6.  If  you're  not  in  a  high 
risk  group  but  are  worried 
about  all  the  lead  scare- 
stories,  then  your  peace  of 
mind  is  probably  worth  a 
$40  test  fee  and  some  of 
your  kid's  blood.  H 


:sterol  and  reducing  the  level  of 
:sterol  in  the  blood, 
t  Dr.  Ronald  E.  Kleinman,  chief 
diatric  gastroenterology  and  nu- 
ll at  Massachusetts  General  Hos- 

warns  that  putting  children  on 
holesterol  medication  should  be 

with  extreme  caution.  The  Na- 
1  Education  Cholesterol  Pro- 
recommends  treatment  with 
cation  only  if  a  child  is  over  10. 
's  because  cholesterol-lowering 
5  may  also  reduce  other  essential 
ents  such  as  vitamins.  They  may 
cause  liver  damage,  or  interfere 
the  growth  and  development  of 
rain  and  nervous  system, 
ims  Kleinman:  "Cholesterol  is  a 
al  part  of  the  cells,  and  if  you 
Fere  with  it,  you  may  interfere 
the  growth  of  organs." 


Before  resorting  to  drugs,  a  high 
risk  kid  should  be  put  on  a  diet  low  in 
foods  with  lots  of  fat  or  cholesterol, 
such  as  whole  fat  milk  or  fatty  red 
meats.  While  cholesterol  is  needed  to 
produce  hormones  and  vitamins,  the 
body  produces  enough  cholesterol  of 
its  own;  we  don't  really  need  to  eat 
anything  with  cholesterol  in  it. 

Note,  however,  that  diets  have 
their  own  drawbacks.  Kleinman  wor- 
ries that  imposing  strict  diets  on  chil- 
dren robs  them  of  the  nutrients  they 
need  in  order  to  grow  properly.  Dr. 
William  Klish,  chief  of  gastroenterol 
ogy  and  nutrition  at  Texas  Children's 
Hospital,  puts  forth  another  fear.  "If 
you  keep  pounding  on  the  child  too 
much  about  dieting,  you  are  just  go- 
ing to  create  a  negative  effect,"  he 
warns.  "They  may  either  become  an 


orexic  or  rebel  and  start  overeating." 

Bottom  line:  If  heart  attacks  and 
strokes  run  in  your  family,  then  it 
probably  makes  sense  to  let  the  doctor 
test  your  progeny's  cholesterol  level. 
The  National  Cholesterol  Education 
Program — supported  by  the  Nation- 
al Heart,  Lung  &  Blood  Institute  and 
the  American  Academy  of  Pediat- 
rics— recommends  testing  children  in 
whose  families  heart  disease  has  start- 
ed before  the  age  of  55,  and  whose 
parents  have  cholesterol  levels  over 
240  milligrams  per  deciliter.  Other- 
wise, the  costs  probably  outweigh  the 
benefits.  Asks  Kleinman:  "Why  cre- 
ate an  impression  in  a  child  that  he  or 
she  is  going  to  develop  heart  disease, 
when  it  may  very  well  never 
happen?" 

Good  question.  Bifl 
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iONAL  AFFAIRS 

BY  WILLIAM  G.  FLANAGAN 

There's  only  one  way  to  enjoy  the  overrun 
South  of  France  these  days.  Ignore  the 
guidebook  stars  and  follow  your  nose. 

A  week  in 
Provence 


By  Richard  C.  Morais 

Thh  lunch  startkd  with  asparagus 
and  a  vinaigrette  sauce,  gray  with 
crushed  truffles.  It  was  succeeded  by  a 
poached  red  mullet,  known  as  "rou- 
get,"  which  was  soaked  in  rich  Pro- 
vencal olive  oil,  brushed  with  basil, 
and  was  washed  down  with  a  rare 
white  Cotes  du  Rhone. 

And  it  was  all  terribly  disappoint- 
ing. Oustau  de  Baumaniere,  near  the 
summit  of  Les  Baux -de- Provence,  is  a 
"famous"  Provencal  restaurant  (tele- 
phone: 33-90-54-33-07).  Lunch 
runs  about  $150  a  head — if 'you  can 
get  ahead  of  the  Hollywood  types  and 
other  impressionable  nouveaux  riches 
and  get  a  reservation.  But  the  food 
was  far  too  clever,  every  morsel  exces- 
sively dandified.  And  the  service  pro- 
vided by  hovering,  fussing  waiters  left 
me  with  the  urge  to  stick  a  fork  into 
the  nearest  thigh. 

What  followed  was  worse.  A  little 
sightseeing  to  work  off  the  chevre  was 
in  order.  Les  Baux-de-Provence  is  a 
12th-century  mountain  citadel  and  is 
anointed  with  the  maximum  number 
of  stars  in  every  guidebook.  As  a 
result,  herds  of  obnoxious  tourists 
trample  the  less  agile;  endless  shops 
sell  potpourri  and  carved  ducks.  Here 
is  what  I've  written  in  my  guidebook: 
"Les  Baux  is  a  dead  town,  without 
soul,  its  history  and  architecture  over- 
run by  husders." 

Both  Oustau  de  Baumaniere  and 
Les  Baux  are  perfect  examples  of  the 
risks  of  rigidly  following  the  stars  in 
the  guidebooks.  Do  that  and  even  the 
beautiful  South  of  France  will  leave 
you  cold . 

But  don't  despair.  Provence  isn't 
about  $150  lunches  and  carved 
ducks.  It  is,  and  has  been  for  a 
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couple  of  centuries,  about  simple 
country  food,  a  sleepy  afternoon 
watching  the  game  of  boules  from  a 
sidewalk  cafe. 

To  spend  a  week  or  so  in  Provence, 
establish  your  base  camp  in  Aix-en- 
Provence,  a  university  town  (pop. 
125,000).  At  dusk  the  coeds  emerge 
in  little  cotton  dresses,  dining  in 
cheap  and  cheerful  sidewalk  brasse- 
ries, the  young  Gitane-smoking  men 
in  pursuit. 

Windows  open — olive  shutters 
swing  back  with  a  clatter — and  rock 
'n'  roll  blasts  forth.  Aix  is  alive,  and 
elegant.  Though  Aix-en-Provence  is 
one  of  France's  fastest-growing  cities, 
its  old  town,  Celtic  in  origin  and  an 
important  Roman  Fmpire  outpost, 
hasn't  changed  much  in  200  years. 
Outside  the  city  walls  Roman  ruins 
are  everywhere. 

One  promenades  slowly  through 
the  city.  The  tree-lined  cours  Mira- 
beau,  a  short  boulevard  dating  back  to 
the  17th  century,  is  a  special  delight. 
On  one  side  are  stately  mansions,  on 
the  other  a  string  of  sidewalk  cafes. 
The  most  celebrated  is  Les  Deux  Gar- 
cons,  once  a  popular  haunt  of  Paul 
Cezanne  and  Emile  Zola,  and  now  a 
national  landmark.  Dinner  for  two: 
around  $80,  including  a  good  bottle 
of  local  rose. 

Off  the  beaten  path  are  narrow, 
winding  streets  too  narrow  for  cars. 
They  course  by  pastel  town  houses 
afire  with  red  geraniums,  and  open 
unexpectedly  into  small  squares  with 
gurgling  fountains. 

A  must  on  any  walking  tour  is  the 
Atelier  Paul-Cezanne,  the  studio  of 
the  city's  most  famous  native .  It  is 
jammed  with  rotting  apples  and  dusty 


bottles,  leaving  the  impression  tr 
the  artist  just  walked  out  for  a  qui 
bite  at  Les  Deux  Garcons. 

For  accommodation,  try  the  He 
des  Augustins,  a  converted  1 5th-cc 
tury  convent  (double  rooms,  $104 
$210  a  night;  telephone:  33-42-2 
28  59).  Just  out  of  the  old  quartei 
the  superbly  run  Le  Pigonnet  (dou 
rooms,  $130  to  $210;  telepho 
33-42-59-02-90).  Tufts  of  lilac-c 
ored  wildflowers  grow  from  the  11; 
stone  steps  that  lead  out  to  the  swi 
ming  pool. 

Aix  is  an  ideal  venue  for  the  ann 
international  music  festival  held  e; 
July.  And  with  Aix  as  your  base,  A 
gnon,  with  its  papal  palace,  is  an  e 
drive  some  50  miles  northwest, 
drive  east  into  the  St.  Victoire  moi 
tain  range  and  along  the  D- 1 7,  wh 
Cezanne  painted  farmhouses. 

A  little  prodding  among  the  nat 
produced  the  name  Relais  Sainte-\l 
toire,  a  country  restaurant  in  Beau 
cueil  (telephone:  33-42-66-94-9 
It  was  full,  however  (a  reservation  i 
order),  and  we  were  referred  to 
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vn  of  Cassis,  on  the  azure  Mediterranean  The  old  port  city  of  Marseille 

5  minutes  from  Aix.  Eerie  architecture  and  superb  bouillabaisse. 


mother-in-law,  white-haired 
elle  Jugy-Berges.  She  runs  Les 
:nts  in  tiny  Puyloubier,  an 
tentious     Provencal  hamlet 

against  the  white  Victoire 
itains. 


Inside  Les  Sarments  (telephone: 
33-42-66-3 1  -58 )  we  took  our  seats  in 
the  cool  cellar,  with  mountain  goats' 
hooves,  copper  saucepans  and  ancient 
coffee  grinders  hanging  from  the 
rafters.  Mine.  Jugy-Berges  told  us  her 


late  husband  had  been  a  famous  chef. 
Clearly,  some  of  his  talent  rubbed  off. 
A  zucchini  and  fish  terrine  and  black 
olives  in  rosemary-dusted  oil  were 
whisked  to  the  table  without  a  word. 
Now  this  was  Provence.  A  Puyloubier 


Les  Deux  Garcons, 
in  Aix-en-Provence 
Where  Zola 
and  Cezanne 
broke 
bread. 


Mme.  Gabrielle 
Jugy-Berges  in  her 
restaurant  in  tiny 
Puyloubier 
Lunch  at  Les  Sar- 
ments: $25  a  head. 


s  ■  August  16,  1993 


115 


COLLECTORS 

PERSONAL  AFFAIRS 


If  you  missed  getting  burned  by  the  collapse 
of  baseball  card  prices,  you  can  have 
a  second  chance  with  movie  posters. 

Postermania 


rose  wine,  light  and  airy,  perfectly 
complemented  a  few  ravioli  of  lobster 
and  a  "daube  a  la  Provencale" — beef 
soaked  in  wine,  simmered  for  hours 
until  tender,  and  sweetened  with  or- 
ange peel  and  mirabelle  plums.  Cost, 
including  homemade  sorbets,  about 
$25  a  head. 

When  the  Provencal  heat  becomes 
too  much — air-conditioning  is  rare — 
head  for  Cassis,  just  45  minutes  away 
on  the  coast.  Cassis  is  sandwiched 
between  mountains  dropping  dra- 
matically into  the  Mediterranean 
Sea.  Part  fishing  village,  part  summer 
resort  for  Marseille  natives,  Cassis  is 
all  charm.  A  few  young  spearfisher- 
men  were  visible  in  the  surf,  thread- 
ing along  the  rocky  cliffs  hunting  for 
octopus. 

Marseille?  That  corrupt  industrial 
port  city  of  drug  connections  and  sex 
bars?  It  doesn't  deserve  its  reputation. 
Less  than  an  hour's  drive  from  Aix, 
Marseille  has  a  down-at-the-heels 
grandeur  that  should  not  be  missed. 
The  architecture  is  elegant  and  eerie. 
Visit  the  cours  Honore,  a  massive,  airy 
square  where  street  urchins  are  seen 
kicking  around  a  soccer  ball.  Ringed 
by  19th-century  maritime  ware- 
houses, the  square  is  dotted  with  ex- 
otic, chic  restaurants. 

In  search  of  a  real,  honest-to-good- 
ness  Marseille  bouillabaisse?  A  cross- 
examination  of  locals  yielded  le  Ca- 
lypso (telephone:  33-91-52-30-63), 
right  on  the  waterfront. 

Jackpot,  again.  The  Calypso  was  a 
stately  shack  with  massive  windows 
overlooking  the  bay  and  the  islands  of 
Chateau  d'lf,  where  Alexandre  Du- 
mas imprisoned  his  fictional  Count  of 
Monte  Cristo.  No  tourists.  The  sky 
was  turning  purple;  the  night  fishing 
boats,  their  lights  dangling  like  neck- 
laces, were  chugging  out  into  the  bay 
in  the  dark. 

After  raw  oysters,  squeak}'  fresh, 
came  the  saffron  soup  of  the  bouilla- 
baisse, spiked  with  garlic  oil,  red  pep- 
per paste  and  grated  cheese.  Then 
came  potatoes,  yellow  from  the  soup, 
and  a  string  of  fresh,  pumpkin-col- 
ored fish.  My  guest  ordered  loup  de 
mer  (sea  perch)  grilled  with  burning 
fennel  stalks  and  liberally  doused  with 
olive  oil  and  vinegar. 

Then  back  to  Aix,  looking  forward 
to  another  unplanned,  guidebook- 
free  day.  IBB 


By  Christie  Brown 

Benjamin  Valenty  is  an  old  hand  at 
hawking  dubious  investments  to 
suckers.  In  the  1980s  he  owned  two 
companies,  American  Bullion  Ex- 
change and  International  Rare  Coin 
&  Bullion  Co.,  that  telemarketed  pre- 
cious metals  and  coins.  Both  compa- 
nies went  bust. 

What's  Valenty  pushing  to  people 
these  days?  Movie  posters,  which  he 
sells  through  his  National  Art  Pub- 
lishers &  Distributors,  Inc.  of  La  Jol- 
la,  Calif.  The  company  is  widely  ad- 
vertised on  cable  channel  CNBC. 

Valenty's  latest  scheme  works  like 
this:  National  Art  Publishers  buys  a 
large  group  of  posters  from  several 
dealers  or  auctions  and  pools  the  post- 
ers into  syndicates.  Then  potential 
investors  are  sent  a  catalog  of  the 
posters  and  may  buy  a  share  in  the 
syndicate.  Depending  on  what's  in 
the  pool,  a  share  costs  $2,000  or 
$4,000;  there  are  typically  15  to  25 
shareholders. 

Members  of  the  syndicate  are  asked 
to  make  their  poster  selections.  Every- 
one gets  a  top  choice,  and  four  others. 
So  each  winds  up  with  five  posters,  at 
an  average  cost  of  $400  to  $800  per 
poster. 

Since  May  National  Art  Publishers 
has  filled  five  movie  poster  syndicates, 
110  shares  in  all,  for  gross  proceeds  of 
over  $300,000. 

The  whole  scheme  is  ludicrous  on 
two  counts.  First,  shareholders  don't 
always  get  what  they  want.  Second, 
they'd  do  better  buying  on  their  own. 

Example:  Among  the  offerings  in  a 
National  Art  Publishers  catalog  is  a 
poster  of  Fatal  Hour,  a  1939  film  that 
starred  Boris  Karloff.  The  description 
reads,  "Absolutely  magnificent  and 
unbelievably  rare  27"  x  41"  poster 
that  has  potential  in  the  $25,000  to 
$30,000  range  right  now!" 

Twenty-five  thousand  dollars  for  a 


movie  poster?  Not  this  one.  "T 
price  for  Fatal  Hour  has  fluctuat 
between  $250  and  $650  over  the  I; 
year,"  says  John  Kisch,  publisher 
the  Movie  Poster  Price  Database 
Hyde  Park,  N.Y.  Kisch  tracks  posl 
prices  at  200  dealers  and  aucti* 
houses. 

The  only  reason  Valenty  is  able 
to  make  his  scheme  fly  is  that  old 
movie  posters  have  become  the 
baseball  cards  of  the  1990s. 
The  number  of  special  poster 


auctions  has  grown  from  just 
couple  in  1989  to  14  sched- 
uled this  year.  And  auction 
prices  for  posters  with  genu- 
ine historical  and  scarcity 
value  have  gone  through 
the  roof:  A  poster  of  The 


Devil  is  a  Woman  (1935)  starri 
Marlene  Dietrich  recendy  brouj, 
$46,000;  a  King  Kong  poster  ( 19; 
made  $57,000;  and  a  black-and- 
ange  Dracula  poster  ( 1931 )  featuri 
Bela  Lugosi  made  $77,000 — the  ai 
tion  record  so  far.  A  Frankenst 
poster  (1931)  is  expected  to  bri 
over  $100,000  at  Corona,  Cal 
based  Odyssey  Auctions  this  fall. 

But  already  the  cracks  are  start 
to  show.  Prices  are  fluctuating  wid< 
For  example,  last  year  a  Forbidt 
Planet  poster  ( 1956)  fetched  $6,0 
more  recently  it  made  $3,575. 

There  is  certainly  no  lack  of  pn 
uct.  Millions  of  old  movie  posl 
were  made  dating  back  to  the  189 
Designed  mostly  by  unknown  stu 
artists,  as  many  as  ten  different  po: 
styles  and  sizes  were  made  for  m 
films.  Until  the  1940s,  the  pos  c 
were  lithographs.  Later  posters  w  * 
offset  prints  and  are  not  nearly 
desirable  to  collectors — except  fc 
few  that  were  printed  in  the  19501  c 

Because  so  many  posters  were  c  'e 
duced,  and  because  no  one  kn<  ' 
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poster 


Mm 


LEFT: 

"Dracula" 
(1931) 
Recently 
auctioned  for 
a  record 
$77,000. 

BELOW: 

"Forbidden  Plan- 
et" poster  (1956) 
From  $6,000 
down  to  $3,575. 


many  have  been  destroyed,  only 
t  20%  of  all  posters  made  before 

are  worth  over  $500. 
le  shrewd  operator  who  has  been 
al  in  the  poster  market  is  Bruce 
lenson  of  West  Plains,  Mo. 
ten  years  as  a  professional  poker 
r  in  Las  Vegas,  Hershenson 

a  bundle  in  the  1980s  trading 
ns  in  Philadelphia.  As  a  hobby, 
d  picked  up  movie  posters  in  the 
s  for  a  few  dollars  each, 
len  he  left  the  options  business 
88,  prices  for  comic  books,  base- 
ards  and  animated  cartoon  eels 

skyrocketing.  Hershenson  de- 

the  poster  market  was  ripe  for  a 
:>.  "I  thought  movie  posters 
d  at  least  be  on  a  par  with  comics 
ards,"  says  Hershenson. 
:rshenson  and  some  fellow  op- 
traders  put  up  $1  million  and 


mam  wmi  am. 


started  a  movie  poster  fund.  Within  a 
year  Hershenson  had  bought  about 
2,000  posters  and  was  ready  to  start 
trading.  To  establish  legitimacy  and 
some  benchmark  prices,  he  ap- 
proached Christie's  and  Sotheby's  to 
hold  a  poster  auction.  Sotheby's 
turned  down  the  idea,  but  Christie's 
agreed. 

Hershenson  produced  the  auction 
catalog  and,  with  Christie's  interna- 
tional marketing  muscle,  die  sale  in 


1989  was  a  success — it  took  in 
$935,000  for  271  posters,  20%  over 
the  highest  estimate.  Everything  sold. 
Since  then  Christie's  has  organized 
three  more  poster  auctions,  with  Her- 
shenson a  major  consignor  and  con- 
sultant for  each  one.  Amazingly,  at 
every  auction  all  lots  have  sold,  an 
auctioneer's  dream.  Hershenson  says 
that  the  value  of  his  fund  has  about 
doubled,  and  that  he  currentiy  has 
some  3,000  posters  in  inventory, 
ready  to  auction. 

Hershenson  is  into  posters  the  way 
he  was  into  options — for  the  money, 
not  the  thrill  of  collecting.  "As  each 
area  gets  hot,  I  sell  it  out,"  he  says.  "I 
sold  out  all  my  horror  movie  posters 
first,  then  the  animation  posters,  then 
the  1930s  material  with  big  stars  like 
Erroll  Flynn  and  Bette  Davis." 

What's  he  like  now?  Silent  movie 
posters  and  landmark  films  like  Birth 
of  a  Nation  (1915),  The  Jazz  Singer 
(1927)  and  Citizen  Kane  (1941 ). 

But  the  collapse  that  came  to  base- 
ball cards  the  last  two  years  will  inev- 
itably come  to  posters.  Hershenson  is 
betting  on  a  shakeout  within  a  year  or 
so.  "There  isn't  enough  good  materi- 
al to  supply  3  auctions,  not  a  prayer  of 
supplying  14,"  he  warns. 

Agrees  Joshua  Arfer,  who  headed 
Christie's  department  of  collectibles 
until  recently:  "Everything  is  moving 
so  fast,  rather  than  being  cultivated, 
and  that's  where  people  get  into 
trouble." 

Aside  from  the  hot  money  behind 
poster  prices,  there  are  plenty  of  other 
pitfalls  in  this  field.  Made  on  cheap 
stock  paper,  many  posters  have  holes 
or  rips  that  often  are  repaired  by 
dealers.  The  condition  can  mean  the 
difference  between  a  poster  worth 
$10,000  and  one  worth  $1,000. 

Reproductions  of  famous  posters 
on  the  market  are  not  a  problem. 
Most  are  dated  and  signed  by  the 
current  company  as  repros.  But  col- 
lectors can  get  taken  by  old  posters  of 
the  re-release  of  a  film.  For  example,  a 
poster  from  City  Lights,  starring 
Charlie  Chaplin,  that  came  out  with 
the  original  release  in  1931  recently 
sold  for  $30,800.  The  poster  from  the 
film's  re-release  in  1950  is  worth  onlv 
about $100. 

All  of  which  makes  movie  posters  a 
perfect  medium  for  hustlers. 

Collectors,  beware.  ZB& 
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CAREERS 


John  Osher  might  have  gone  to  business  school. 
Instead  he  joined  a  religious  community. 

And  who's  to  say 
he  was  wrong? 


By  Brigid  McMenamin 

Growing  up  in  Cincinnati  in  the 
1950s,  the  privileged  child  of  a  promi- 
nent neurosurgeon,  John  Osher  used 
to  hang  out  with  a  friend  whose  family 
owned  a  local  toy  firm.  They'd  play  in 
the  factory,  and  sell  the  reject  toys  to 
neighborhood  kids.  Ever  since  then, 
recalls  Osher,  "I  wanted  to  own  a  toy 
company." 

Today  he  does— $25  million  ( 1992 
sales)  Cap  Toys  Inc.,  based  in 
Bedford  Heights,  Ohio.  But  he 
didn't  exactly  get  there  in  the 
usual  way.  Osher's  business 
school  was  a  religious  community 
in  Amity,  N.Y.  There  lived  some 
150  disciples  of  George  Ivano- 
vich  Gurdjieff,  an  early  20th-cen- 
tury Russian  peddler  and  mystic 
who  had  developed  a  New  Age 
life  philosophy  built  around  East- 
ern religions  and  hard  physical 
labor.  Gurdjieff  died  in  1949;  a 
charismatic  disciple  named  Wil- 
lem  Nyland  was  the  Amity  com- 
munity's head  guru. 

Drawn  by  GurdjiefPs  philoso- 
phy, which  emphasized  spiritual 
growth  through  critical  self  anal- 
ysis and  manual  labor,  Osher 
moved  to  Amity  in  1971  after 
graduating  from  Boston  Univer- 
sity with  a  degree  in  psychology.  ■ 
Nonwork  hours  were  filled  with 
long  meetings  and  ritual  dances  in  a 
hayloft.  "It  was  not  a  pleasant  way  of 
life,"  recalls  Ronald  Chamberlain, 
one  of  Ostier's  contemporaries  in 
Amity.  "People  gave  up  everything." 

But  they  also  got  something.  What 
distinguished  the  Amity  community 
from  many  of  the  consciousness-rais- 
ing era's  groups  was  that  it  taught  its 
members  practical  crafts  like  carpen- 
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try  and  plumbing.  Disciples  worked 
on  local  farms  and  construction  sites. 
"It  was  very  valuable  for  a  guy  who 
grew  up  not  knowing  how  to  do 
anything,"  says  Osher.  "I  learned 
how  things  worked."  To  earn  his 
bread,  Osher  started  a  little  plumbing 
and  heating  company. 

When  guru  Nyland  died  in  1975, 
the  group  began  to  founder.  Three 


Cap  Toys  founder  John  Osher 
"It  came  back  to  me  in  a  flash." 


years  later  Osher  returned  home  to 
Cincinnati.  Using  his  new  mechanical 
skills,  he  began  developing  energy- 
saving  gadgets — like  insulation  jack- 
ets for  hot  water  heaters  and  shower 
heads.  Raising  some  $50,000  in  start- 
up capital  from  childhood  friends, 
Osher  named  his  little  company  Con- 
Sen'  Inc.  Later  he  branched  out  into 
baby  furniture,  when  he  thought  of 


things  his  own  children  could  us< 
Sales  rose  from  a  modest  $200,000  i 
1979  to  over  $6  million  by  198J 
That  year  a  unit  of  Gerber  Produc 
Co.  offered  him  $2  million  for  Cor 
Serv.  Osher  accepted  but  stayed  on  t 
develop  new  products. 

The  Gerber  job  paid  aboi 
$150,000  a  year,  but  Osher  felt  pre 
foundry  underutilized.  "I  vvasn 
worth  the  money  they  were  payin 
me,"  he  says.  It  didn't  square  wit 
what  he  had  learned  in  Amir 
"You're  looking  for  value  in  what  yd 
do.  I  felt  I  was  wasting  my  life." 

Then  he  remembered  his  chile 
hood  dream  of  being  in  the  toy  bus 
ness.  "It  came  back  to  me  in  a  flash] 
he  says.  "It  trulv  was  like  a  ligl 
bulb." 

In  1987  Osher  raised  anoth 
$300,000  from  his  wealthy  friends 
exchange  for  a  40%  equity  stake  in  1 
new  toy  company.  An  additional 
million  came  from  outside  ventui 
capitalists.  But  his  first  toy-) 
"Blooming  Doll"  in  a  flowerpot 
totally  bombed.  He  Id 
$700,000  his  first  year,  and  th 
wasn't  the  worst  of  it.  He  and  1) 
wife  were  divorced  within  a  yei 
"I  had  to  plead  with  my  part™ 
to  give  me  a  second  chance," 
admits.  His  partners  gave  hj 
$400,000  more— but  demand) 
another  22%  of  the  company. 

Like  the  kids  it  serves,  the  n 
business  is  fickle.  Osher  bouncj 
back  in  1989  with  somethij 
called  Arcade  Basketball — a 
hoop  that  hangs  on  the  back  o 
door  and  keeps  score.  It  wai 
winner. 

That  year  Cap  Toys  eanj 
about  $400,000  on  revenues 
$5  million.  With  several  new  t 
introduced  since  then,  Os 
predicts  that  Cap  Toys'  reveni 
will  reach  $40  million  this  yea 
With  a  28%  stake  in  Cap  1j 
worth  perhaps  $10  million  an 
hefty  annual  salary,  Osher  has  fin 
capitalized  on  the  dream  of  his  vol 
But  he  hasn't  forgotten  Gurdj 
Osher  continues  to  meditate  bel 
going  to  work  each  morning, 
urges  his  employees  to  take  a 
improvement  program. 

The  moral  in  all  this?  John  Os 
passed  some  unconventional  yq 
and  who's  to  say  he  was  wrong? 
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LOCAL. 


There's  only  one  way  to  go  to  South  Africa. 
The  nonstop  way  with  SAA.  The  way  that 
cuts  out  connecting  in  Europe  and  gets  you 
there  in  half  the  time... relaxed,  refreshed 
and  ready  to  do  business. 

SAA  flies  you  nonstop  to  South 
Africa.  And  only  SAA  flies  you  on  luxurious 
747-400s,  custom-designed  for  greater 
comfort  on  longer  inter-continental  flights. 

They  leave  New  York  for  Johannesburg 
every  Monday,  Wednesday  and  Friday, 
departing  Miami  for  Cape  Town  every  Sunday. 

For  a  full  schedule  of  SAA  services,  see 
your  travel  agent  or  call  1-800-722-9675. 

You'll  find  we  stop  at  nothing 
to  fly  you  to  South  Africa. 


A 

SOUTH  AFRICAN  AIRWAYS 


tHUta  Dtnmu  int  nuunca 

EDITED  BY  JOHN  R.  HAYES  ~  


Shell  game 

Remember  Austin  Furst  Jr.?  He's  the 
flamboyant  onetime  Forbes  Four 
Hundred  member  and  former  chair- 
man of  film  and  videocassette  pub- 
lisher Vestron  Inc.,  which  went  bank- 
rupt in  1990,  three  years  after  releas- 
ing its  single  hit  film,  Dirty  Dancing. 
Furst  faded  from  the  scene  after  Ves- 
tron was  liquidated.  All  that  remained 
was  a  Stamford,  Conn. -based  shell 
called  Inovision  Corp.,  which  Furst 
describes  as  "a  rented  telephone  line 
in  an  accountant's  office." 

And  one  forgotten  lawsuit.  Back,  in 
1989  Vestron  had  sued  Security  Pa- 
cific National  Bank,  claiming  it  had 
damaged  the  company  by  reneging 
on  a  $100  million  loan.  In  May 
BankAmerica  Corp.,  which  bought 
Security  Pacific  in  1992,  unexpected- 
ly settled  the  suit  for  the  full  $100 
million.  Why?  BofA  says  it  wanted  to 
avoid  a  trial  and  insists  that  it  negoti- 
ated the  best  settlement  possible. 

Nice  windfall.  After  paying  the  law- 
yers, Inovision's  net  worth  should  fly 
from  negative  $2.5  million  to  over 
$80  million.  Good  news  for  Furst, 
who  controls  82%  of  the  firm.  (The 
remaining  18%  is  publicly  held,  but 
trades  so  infrequently  that  neither  a 
bid  nor  an  asking  price  can  be  found 
for  the  stock,  despite  an  estimated 
new  book  value  of  $2.50.) 

"I  feel  vindicated  and  can  finally  get 
on  with  my  life,"  says  Furst,  now  49. 
"But  we  haven't  decided  what  we  will 
do  with  the  money.  All  options  are 
being  looked  into." 

More  information  may  come  in 
Inovision's  second-quarter  report, 
due  this  month.  Early  betting  is  Furst 
will  liquidate  the  company,  walking 
away  with  about  $65  million.  One 
possible  oudet  for  die  windfall:  pri- 
vately owned  Natural  World,  Inc.,  a 
distributor  of  environmentally  friend- 
ly cosmetics  and  household  cleansers 
that  Furst  started  in  1991 .  "I  still  like 
to  build  businesses,"  he  says.  "I  don't 
like  taking  them  apart." 

-Pablo  Galarza 


Fear  is  good 


Donald  Trauscht  has  a  big  smile 
and  a  salesman's  affability — but  he 
also  understands  the  value  of  fear  and 
threats.  Chairman  and  chief  executive 
of  Borg- Warner  Security,  Trauscht 


Austin  Furst  Jr., 
former  chairman 
of  Vestron 
Capitalizing  on 
a  $100  million 
windfall. 


Borg-Warner  Security's  Donald  Trauscht 
The  raiders  made  him  do  it. 


runs  the  nation's  biggest  security 
guard  and  alarm  services  outfit.  And 
he  holds  the  job,  in  large  part,  thanks 
to  Samuel  Heyman  and  Irwin  lacobs, 
who  threatened  to  take  over  Borg- 
Warner  in  1986.  "I  grew  up  on  the 
South  Side  of  Chicago,"  explains 
Trauscht,  59.  "That  taught  me  well 
to  deal  with  Heyman  and 
Jacobs." 

Trauscht  was  one  of  Borg-Warner's 
top  executives  when  the  raiders  began 
circling.  He'd  made  his  name  pushing 
the  manufacturing  conglomerate  into 
security  services,  which,  some  75  ac- 
quisitions later,  has  grown  to  $1.6 
billion  in  sales  and  85,000  employees. 
"That's  more  than  four  military  divi- 
sions," says  Trauscht,  a  former  Army 
Mr.  At  the  time,  then  chairman  James 


Bere  was  close  to  retirement,  a 
Trauscht  was  planning  to  quit  a 
move  to  California.  "We  said  th< 
two  guys  can't  come  in  and  do  thii 
Trauscht  recalls.  "If  change  was  n^ 
essary,  better  it  come  at  our  han| 
than  some  outsider's.  We  decidec 
make  a  stand." 

So  with  help  from  Merrill  Lyn 
Bere,  Trauscht  and  a  few  others  tc 
the  company  private  in  a  $4.4  bil 
leveraged  buyout  in  May  1987.  T 
sold  $4  billion  of  assets  by  19 
holding  on  to  the  auto  parts  i 
security  businesses,  which  have  sil 
grown  almost  as  large  as  their  p 
buyout  parent. 

In  January  Trauscht,  who  got 
top  job  when  Bere  died  last  year,  tc 
the  security  firm  public  at  S18. 
since  up  to  $20.  Borg-Warner  Au 
motive  should  come  public  in  a 
weeks.  Result:  Trauscht  expects 
lbo  investors — he's  in  for  $1  ij 
lion — to  earn  a  40%  annual  return 
their  money. 

Couldn't  he  have  delivered 
same  results  to  Borg-Warner's  14 
public  shareholders?  "In  thee 
yes,"  says  Trauscht.  "But  we  n^ 
would  have  done  it.  The  company 
not  psychologically  prepared  to  jj 
up  a  substantial  part  of  its  power  b 
And  it  never  would  have  been  { 
pared  to  move  as  quickly." 

The  raiders,  however,  get 
thanks  for  spurring  on  the  proc 
"Jacobs  lost  money  on  the  de 
Trauscht  says  gleefully.  "That  was 
thank-you." 
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.n  100  countries, 
business  turns  to  Unisys  to  help 
the  wheels  of  business  turn. 


Some  people  believe  business 
akes  the  world  go  round.  But  who  helps 
isiness  go  round?  For  thousands  of 
impanies  and  governments  around  the 
orld,  the  answer  is  Unisys. 

One  hundred  forty  airlines  rely  on 
lisys  information  systems  for  bookings, 
iparture  control,  and  flight  operations. 

Over  80%  of  the  world's  largest 
inks,  including  nine  of  America's  top 
n  and  every  one  of  Japan's  top  ten, 
mnt  on  our  systems  for  branch  automa- 
)n,  check  processing,  funds  transfer, 
id  more. 

Telecommunications  companies 
toss  the  globe  turn  to  us  for  revenue- 
merating  enhanced  services. 

And  in  the  business  of  govern- 
ent,  over  1,600  government  agencies 
arldwide  depend  on  Unisys  computers. 

There  is  a  term  for  all  this: 
ission  critical.  Solutions  without 
hich  a  business  cannot  do  business, 
xty  thousand  customers  in  100  coun- 
ies  recognize  Unisys  as  a  leader  at 
slivering  mission-critical  solutions.  And 
i  a  pioneer  at  delivering  them  on  open 
formation  networks. 

Our  customers  choose  us  not  only 


for  the  strength  of  our  technology,  but 
also  for  our  ability  to  apply  it  through  a 
careful  understanding  of  their  indus- 
tries. And  whatever  their  industries, 

umsys 

We  make  it  happen. 


they  know  us  for  the  depth  of  our  com- 
mitment to  providing  the  services  behind 
the  systems. 

Now  it's  your  turn.  Call  us  at 
1-800-874-8647,  ext.  180.  Ask  how  the 
advanced  solutions  and  dedicated  people 
of  Unisys  can  help  your  business  shift 
into  a  higher  gear. 


J92  Unisys  Corporation 


We're  Looking  for  Millions  Of 
Missing  Homeowners. 

Millions  of  lower-income  families  have  the  lenders,  real  estate  agents,  credit  counselors, 

desire  to  buy  a  home.  Many  are  ready  now.  appraisers,  and  others  in  the  lending  industry. 

But  they  may  be  intimidated  by  the  buying  Together  we  created  an  outreach  program 

process.  Uncertain  how  the  system  works.  to  assist  lower-income  families  who  want  to 

Or  blocked  by  discrimination.  Others  just  buy  homes.  We  produced  a  guide  to  help  them 

need  a  little  help  getting  started.  They  may  decide  if  they're  ready.  And  we're  matching 

need  information  on  how  mortgage  lenders  up  families  with  professionals  in  their  area  who 

evaluate  employment  records.  Or  advice  on  can  help  them  with  the  home-buying  process. 


establishing  a  credit  history. 


Fannie  Mae  is  the  nation's 


These  are  problems  the  ShowingAmericaANewWayHome.  largest  source  of  funds  for 
housing  industry  urgently  needs  to  address.      home  buyers.  For  more  information  about  our 

And  Fannie  Mae  is  taking  the  lead.  We're  efforts  to  help  people  overcome  the  barriers 
building  partnerships  by  bringing  together      to  homeownership,  call  us  at  1-800-548-9444. 


1993.  Fannie  Mae 


THE  FOBBES/BARRA  WALL  STREET  REVIEW 

BY  ERIC  S.  HARDY 


ig  the  past  18  months  bank 
prices  have  climbed  sharply,  but 
/earnings  ratios  have  hardly 
d,  thanks  to  sharp  earnings 
.  Banks  still  trade  at  about  1 1 
trailing  earnings,  and  the  aver- 
ank  stock  yields  40  basis  points 
:  the  market's  yield  of  2.5%. 
t  beware,  warns  Advest  banking 
st  Frank  Barkocy:  Some  banks 
lowing  strong  earnings  by  pas- 
investing  short-term  deposit 
i  in  longer-term  bonds  and  col- 
g  the  spread.  Easy  money,  so 
as  short  rates  stay  at  3%  and 
:r  rates  at  6%.  But  borrowing 
and  lending  long  is  always  risky, 
es  climb  appreciably,  banks  will 
icir  profit  margins  shrink, 
you  want  to  buy  bank  stocks, 
>cy  suggests  high-quality  issues 
a  strong  capitalization.  One  of 
vorites  is  PNC  Financial.  Instead 
rely  working  the  yield  curve,  it  is 
iding  its  loan  portfolio. 


ecial  focus 


:  the  start  of  this  year,  38  of  the  800 
whose  chief  executives  are  tracked  by 
BES  (May  24)  hired  new  bosses  to 
ce  those  that  either  retired  or  were 
,  Below:  the  best-  and  worst-perform- 
ompanies  since  appointing  a  new  head, 
emember:  A  few  months  on  the  job  is 
>o  early  to  draw  firm  conclusions. 


The  overall  market 


langing  of  the  guard 


ompany 

Performance 
since  new  CEO 
price  chg  rel  to  mkt* 
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The  Barra  All-US  price  index  as  ot  7/22/93 

Market  value:  $4,613.6  billion 
P/E:  25.0 

P/E  minus  negative  EPS:  17.0 
Price/book:  2.7 
Yield:  2.5% 


12-month  closeup 


Performance  Price     Total  return 

Last  4  weeks  -0.2%  -0.1% 

Since  12/31/92  2.3  3.7 
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Closeup  on  the  market 


Index  or  investment 

2-week  change 

%  change  from 
1  year  ago       5-year  high 

Barra  All-US  index 

-1.0% 

10.2  % 

-1.9% 

S&P/Barra  Growth  index1 

-1.4 

4.3 

-6.4 

S&P/Barra  Value  index2 

-0.6 

17.0 

-0.8 

Dow  lones  industrials 

0.3 

■ 

7.1 

-0.8 

S&P  500 

-0.9 

7.9 

-2.6 

NYSE 

-0.8 

8.6 

-2.0 

Nasdaq 

-1.0 

23.0 

-2.4 

Amex 

-0.3 

12.8 

-2.2 

EAFE3 

1.7 

22.6 

-12.8 

CRB  futures  index 1 - 

0.9 

6.6 

-19.9 

Gold '  (Comex  spot) 

-1.0 

9.1 

-22.1 

Yen '(per  $US) 

-2.9  | 

-16.8 

-35.7 

Oil  (W  Texas  Intermediate) 

-1.6 

-20.6 

-57.5 

The  best  and  worst  performing  stocks6 


The  best  and  worst  performing  industry  factors6 


2-week 

Since 

2-week 

Since 

Best 

change 

12/31/92 

Worst 

change 

12/31/92 

Coal  &  uranium 

13.2% 

-2.5% 

Apparel,  textiles 

-8.2% 

-24.1% 

Air  transport 

8.8 

5.2 

Real  estate 

-7.8 

-8.0 

Trucking 

6.0 

-4.5 

Forest  products 

-5.9 

2.0 

Beverages 

4.7 

14.5 

Household  products 

-5.6 

-1.2 

Aerospace 

3.7 

9.1 

Gas  utilities 

-5.3 

18.2 

2-week 

1993 

2-week 

1993 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

MicroAge 

20 1/2 

49% 

$1.44 

Ezcorp 

10 1/2 

-50% 

$0.80 

UniCare  Financial 

22 

31 

1.50 

Legent 

173/g 

-47 

2.10 

Altera 

24 

30 

0.77 

Santa  Cruz  Operation 

5V4 

-43 

0.59 

Millicom 

153/4 

29 

-0.48 

Kelley  Oil  Corp 

14 

-36 

0.76 

Bolt  Beranek  &  Newman 

93/4 

28 

-0.75 

Liz  Claiborne 

20 

-33 

2.52 

lange  in  stock  price  divided  by  change  in  SAP  500 

:a  for  period  ending  7/22/93.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 

ADRs,  REITs  and  closed-end  funds  are  excluded.  1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
growth. 2  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. 3  A  dollar-denominated  capitalization-weighted 
more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. 4  Index  of  21  commodity  futures. 1  Source:  Knight-Ridder 

Information. 6  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc. 8  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including 
size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 


s  ■  August  16,  1993 


123 


r  i  i 


£me-£in£  martnts 


It*,  i.  x 


71 


»        52  -S2  55 


tan 

rranaBB:1 

'K3BC 

2E 

HW 

—     —  ■ 

*■ 

25 

55 

5 

.  s 

■ 

32 

21 

to"KS' 

33 

_- 

W 

5r 

Mi 

1 

2D 

lUTlW 

5^ 

13 

2D 

to  nar 

36 

- 

"anrar.  Cnn* 

-  3 

5 

15 

Itexicc 

jcarr 

—22 

33 

"niimoms: 

ja;;ari'.-v.  T  »-.r.  >  made  a  strong  recover}-  in  the  first  naif  of 


dollars.  (A  I 
With  japan 
European. 


jt  that  return  was  a  currency  gain,  j 
iking  up  48%  of  Morgan's  index  of 
Far  Eastern  and  New  Zealand 
>osted  a  23%  total  return  through 


of  U.S.  stocks  shows  a  modest  4.5%  return. 
Although  or  perhaps  because )  there  is  plenty  of  skepti- 


cism about  the  Japanese  market.  Douglas  "Johnson  thl 
" ..: r •-.  c_  r.:     ~  cz  r;»:>—  :.  Z-—.T  ".enso 

, —j  ;»r  mternahonal  equity  strategist  at  Merrill  L  och.  < 
Japan's  inimiiin .  economy  and  declining  interest  o 
the  discount  rate  is  at  a  historical  low  af  2.5  He  thi 
rhat  a  year-end  ralh  could  bring  the  Nikke:  average  bac 
the  25.000  level  from  its  recent  close  of  19. "35 . 

Tohnson  alsc  -:-  :  :»ntinenial  Europe,  which  sh« 
benefit  from  declining  interest  rates.  "Johnson's  prefe 
countries  are  France  and  the  Netherlands. 
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Business 
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P/E 

Company/country 
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change 

STET'ltaly 

"teteCQmrr 

2*6 

82% 

Omrta'  Engine  Ajst's  i 

industrial  prods 

-37% 

Hong  Leong  Crerfft'[/;a;3y3i& 

■financial  sves 

4^ 

5B 

ho-tnerr  7eiecomC3-,3Cis 

teiecomrr  eauic 

25^ 

-28 

Tono  y4\,v 

entertainment 

200Ve 

56 

42 

Charge  ursc'ance 

multicompany 

173% 

-25 

Mirro-  troup'J^ 

brtadcasting/pubi 

2% 

55 

2B 

Befie 'Germany 

personal  care 

1975/i 

-24 

Sceptre  Resource; '"-i-iaoe 

energy 

3B  | 

Esuanoie  at  6eroieci  Icr  " 

energy 

157/b 

-22 

Company/country  business 

Price  Earnings 

P/E 

Company/country 

Business 

Price 

Yield 

IOIVb  $11.84 

Union  Electrica 'Spain 

utility 

37/fe 

- 

Banci;  Sarrtanoe-'jpair  banking 

44Ve  4.72 

ID 

Sevillana  Electricidad  'Spain 

utility 

33/4 

8.9 

Dragadoi  y  Construction 

14  1.45 

10 

Cross-Harbour  Tunnel'H  Kong 

public  sves 

2% 

7.5 

Wag/Germany  multicompany 

208V8  13.91 

15 

Banca  Popolare  Bergamo 'Italy 

banking 

93/4 

7.3 

Fuji  Ptioto  Fihn/Japari            consumer  goods 

235/e  1.39 

17 

Irrterprov  Pipelines  Sys'Canada 

energy 

22  VI 

7.1 

Note:  All  data  for  penoc  ending  6  Se      e  Staota  have  a  market  capitalization  of  at  least  $300  million.  ; Snows  price  return  y  :n  EA-E  'oe>  y  Eropear.  At 

New  Zealand  and  Far  Easterr,  stocn  converted  into  U.S.  dollars.  Performance  numDers  reflect  both  local  price  change  and  currency  fluctuation.  Dividends  are  reinvea 
subtracting  foreign  withholding  ta  nc  o  stocks  available  to  foreign  investors.  4lndex  of  stocks  available  to  foreign  and  domestic  investors.  NM:  Not  meaningful,  n 
source:  Morgan  Stanley  Capital  International  Pcspective.  Emerging  markets  data  provided  by  International  Finance  Corporation. 
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i  and  council  of  the  americas  Present 


A  Landmark  Conference  on  Trade,  Investment  and  Finance  Opportunities  in  l  atin  America 


LATIN  AMERICAN  MARKET 


FINANCE 


INVESTMENT       TRADE  OPPORTUNITIES 

comber  8-10, 19! 
The  Fontainebleau  Hilton 
IVlianii  Beach, 
Florida 


Developed  in  Participation  with  The  U.S.  Department  of  Commerce,  The  International 
Finance  Corporation  and  The  Beacon  Council 


a  Explore  the  new  opportunities  Latin  America  offers  by  participating  in  this  gathering  of  key  government  and 
business  leaders  from  the  U.S.,  Latin  America  ar^rTroughout  the  world. 

▲  This  three-day  event  will  help  you  learn  how  to  take  advantage  of  opportunities  that  exist  in  the  lucrative 
Latin  American  market.  The  conference  will  address  joint-venture  techniques,  financing  sources,  financial 
structuring  of  projects,  regulatory  and  legal  requirements  and  how  to  deal  with  business  and  political  risks. 


Attend  This  Conference  and  Meet  With: 

a  Executive  officers  and  senior  government  and 
political  figures  from  Latin  America  and  the  U.S. 

a  Key  representatives  from  official  funding  sources 

a  Corporate  development  officers 

a  Planning,  marketing,  business,  investment, 
legal  and  economic  leaders  who  are  instrumental 
in  creating  and  implementing  opportunities  in 
the  region 

Conference  Chairmen: 

a  John  D.  Carter,  President,  Bechtel  Enterprises,  Inc. 
a  Ambassador  George  W.  Landau,  President, 

Council  of  the  Americas 
a  Sir  William  Ryrie,  Executive  Vice  President, 

International  Finance  Corporation 


Sessions  Mill  Explore  and  Define  your  Opportunities 

a  Current  state  of  investment  and  privatization 

opportunities 
a  Communications,  electrical  power, 

transportation  and  infrastructure  projects 
a  Industrial  manufacturing  projects 
a  Establishing  strategic  alliances 
a  Acquisitions  and  ownership  of  existing  Latin 

American  companies 
a  Managing  the  business  and  legal  risks 
a  Using  NAFTA  and  other  inter-American  trade 

pacts  to  your  advantage 

Create  your  opportunity!  Call  203-852-0500 
today.  Or  fax  or  mail  the  coupon  below  for  a 
free  brochure. 


Please  Send  (He  Information  On: 

Mail: 

CMC 

200  Connecticut  Avenue 
IMorwalk,  CT  06856-4990 

Fax:  (203)  857-4075 
Phone:  (203)  852-0500 


A  participating  as  a  sponsoring  company/organization 
A  attending  the  conference 

Name  

Title  

Company  

Address  

City  


Phone 


.State . 
Fax 


-Zip 


THE  FUNDS 

EDITED  BY  JASON  ZWEIG 

What's  in  a  fund  name?  Nothing  much— 

which  means  you  should  never  buy  a  fund 

just  because  its  label  reminds  you  of  another  fund, 


Clones 


ast,  YOU  YC 
fund  from 


By  Mary  Beth  G  rover 

What  a  headache.  At 
painstakingly  chosen  a 
among  the  more  than  4,500  choices 
out  there — Fidelity  Equity-Income. 
Ready  to  buy,  you  call  Fidelity,  and 
the  phone  rep  asks,  "'Would  that  be 
Equity-Income,  or  Equity-Income 
II?"  "There's  two  of  them?"  you 
groan.  Back  to  the  drawing  board. 

Fidelity  is  far  from  alone  in  ped- 
dling two  different  funds  under  one 
name  (see  table).  In  the  past  eight 
years,  the  genetic  scientists  of  the 
mutual  fund  world  have  created  at 
least  25  fund  clones,  with  nearly  $15 
billion  in  assets,  according  to  Lipper 
Analytical  Services. 

Why?  A  hot  fund  can  attract  so 
much  new  money  from  iiiYestors  that 
the  manager  must  either  expand  its 
existing  holdings  into  huge,  illiquid 
stakes  or  spread  the  new  money  across 
many  more  stocks.  Either  way  the 
new  money  will  handicap  the 
fund's  returns.  That's  why  ~™ 
many  small-company  funds, 
such  as  T.  Rowe  Price  Small 
Cap  Value  and  Fidelity  Low- 
Priced  Stock,  have  lately  been 
closing  to  new  investors,  and 
why  some  funds  erect  very  high 
minimum  investment  barriers 
(see  following  story) . 

Another  option  is  to  open  a 
second  fund  with  similar  objec- 
tives and  holdings — thus  lever- 
aging the  old  fund's  name  and 
record,  much  as  Procter  &  Gam- 
ble does  line  extensions  of  its 
brands.  John  Neff  s  talents  made 
Vanguard/Windsor  into  a  giant, 
but  then  he  didn't  want  any  new- 
customers.  So  Vanguard  con- 
cocted Windsor  II  in  1985,  with 
no  link  to  Neff.  Likewise,  Fideli- 
ty Equity-Income  begat  Equity- 
Income  II  in  1990.  Today  each 
of  these  clones  is  about  two- 


thirds  as  big  as  its  parent. 

That's  why  cloning  is  a  great  way 
for  fund  companies  to  haul  in  more 
money.  "It's  a  marketing  gimmick," 
says  Eric  Kobren,  editor  of  Fidelity 
Insight  newsletter  and  a  former  Fideli- 
ty marketing  executive.  But  it  doesn't 
solve  the  problem  of  stemming  the 
flow  of  money  into  the  portfolio  man- 
ager's favorite  stocks.  Then  how 
about  a  near  clone — a  fund  that  in- 
vests in  similar,  but  not  identical, 
stocks?  That  solves  the  crowding  out 
phenomenon.  But  if  the  portfolios 
differ,  then  so  will  the  results. 

Take  the  Nicholas  II  fund.  It  was 
cloned  out  of  Nicholas  Fund  in  1983 
after  its  parent,  which  specializes  in 
small  and  medium-size  companies, 
passed  $100  million  in  assets.  The 
junior  fund  has  the  same  objectives 
and  a  similar  style,  but  it  has  not 
matched  its  parent's  stellar  record: 


Line  extensions 


Fund 

5-year 

Expense 

Assets 

annualized 

ratio 

($mil) 

return 

Babson  Enterprise 

14.5% 

1.11% 

$199 

Babson  Enterprise  II 

NA 

1.83 

22 

Mutual  Shares 

12.1 

0.78 

3.187 

Mutual  Beacon 

12.7 

0.81 

758 

Nicholas 

13.9 

0.76 

3,076 

Nicholas  II 

10.9 

0.64 

749 

Fidelity  Investment  Grade  Bond 

11.8 

0.67 

1,000 

Spartan  Investment  Grade  Bond 

NA 

NA 

75 

Vanguard/Windsor 

10.6 

0.38 

9,951 

Vanguard/Windsor  II 

13.7 

0.41 

6,602 

NA:  Not  available. 

Sometimes  the  original  fund  is  better,  sometimes  the 
offspring.  Shop  by  performance  and  expense  ratios, 
not  by  pedigree.  These  funds  are  all  no-loads. 


Nicholas  has  averaged  a  1 3.9%  ann 
return  over  the  past  five  years,  w| 
Nicholas  II  has  managed  just  10.9 
Sometimes  a  new  fund  isn't  evti 
clone;  it  just  sounds  like  one.  To  c 
in  on  the  success  of  its  closed  Sky 
Special  Equities  fund,  Mesirow  A 
Management  introduced  Sky 
Special  Equities  II  in  February, 
beware.  You  don't  get  the  talent 
fund  manager  William  Dutton, 
you  don't  even  get  Dutton's  invesj 
style.  Skyline  Equities  II  buys  m 
bigger  stocks  than  its  sire,  and  t 
returns  are  likely  to  differ. 

On  the  other  hand,  luck  is  a  1« 
element  in  portfolio  performance 
a  knockoff  may  do  better  than 
original.  Windsor  II,  run  by  Jaj 
Barrow,  has  beaten  John  Neff  s  oi 
nal  Windsor  by  3  points  annually « 
the  past  five  years.  Neff  sank  29c. 
Windsor's  assets  into  bank  and  o 
financial  stocks  in  1990 — sev 
months  too  early.  Windsor  was  di 
16%  that  year;  Windsor  II  lost  101 
Another  comely  clone:  Fidelity 
uity- Income  II,  run  by  Brian  Pos 
has  beaten  its  elder  by  an  an 
average  of  9  percentage  points  s 
inception.  That's  because  Beth  ' 
rana,  who  runs  the  original  Eqii 
Income,  aims  to  yield  1.5  percen 
points  more  than  Standard  &  Pc 
500  index.  So  she  buys  beaten 
high-yielding  stocks,  forgoing 
earnings  growth  that  Pa 
can  pick  up  under  his  fu 
looser  guidelines.  Her  func 
ies  a  2%  load  and  0.7%  in  an 
expenses;  his  charges  no 
and  1%  in  expenses.  Posi 
fund  is  the  better  buy. 

Pioneer  and  Pioneer  II, 
growth-and-income  fu 
have  both  done  a  bit  over  1 
year  over  the  past  five  y 
They  have  different  man; 
but  a  similar  style,  and 
charge  the  same  5.75%  loac 
0.9%  expense  ratio.  Flip  a 
Or  take  a  look  at  Pioneer  T 
a  small-company  fund  tha 
returned  1 3%  annually  ove 
past  five  years  but  has  al 
nothing  in  common  with 
other  two — except  in  name 
The  lesson:  When  choos 
fund,  forget  the  name.  I 
instead  on  expenses  and  pe 
mance. 
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An  Investment  That  Performs  Whether 
Interest  Rates  Go  Up  Or  Down. 


Successful  financial  planning  requires  its  own 
vision.  For  example,  are  interest  rates  headed 
up  or  down? 

Franklin  solves  this  problem  with  an  invest- 
ment that  performs  in  either  case:  the  Franklin 
Adjustable  U.S.  Government  Securities  Fund. 

The  investment  objective  is  simple:  to  provide 
you  with  high  current  income  and  low  volatility 
of  principal. 


One  more  thing.  The  fund  invests  in  a  portfo- 
lio of  investment  quality  securities.  That 
means  you  can  count  on  a  high  degree  of 
credit  safety. f 

Call  your  investment  advisor  or  Franklin 
today. 

1  -800-342-FU  N  D 
EXT  1303 


tThe  securities  in  the  underlying  portfolio,  and  not  shares  of  the  fund,  are  guaranteed  by  the  U.S.  government,  its  agencies  or  instrumen- 
talities. Yield  and  share  price  will  vary  with  market  conditions. 


Franklin/Templeton  Distributors,  Inc.,  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 


Yes!  I  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  Adjustable 
U.S.  Government  Securities  Fund,  including 
charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 

 I  am  currently  a  Franklin  shareholder. 


Name 


Address 


City/State/Zip 


FOB93 
1303 


MEMBER   $98   BILLION   FRANKLIN/TEMPLETON  GROUP 


THE  FUNDS 


Too  much  money  pouring  in  can  destroy  a  small- 
company  fund.  Robert  McDorman,  of  Regis  ICM 
Smali  Company  Fund,  has  a  solution. 

High  barriers 
to  entry 


By  Mary  Beth  Grover 

The  doors  keep  closing.  At  least 
eight  funds  with  more  than  $7.7  bil- 
lion in  assets  have  closed  to  new  inves- 
tors over  the  past  year.  Most  of  them 
specialize  in  small  companies,  which 
become  hard  to  buy  selectively  when 
too  much  money  chases  too  many  of 
them.  Says  fund  analyst  Kenneth 
Gregory  of  Orinda,  Calif.:  "Money 
can  flow  into  a  mutual  fund  with  such 
speed  and  volume  that  the  fund  has  to 
become  a  different  vehicle — by  clos- 
ing, becoming  too  large  or  changing 
its  strategy.'" 

One  fund  has  developed  a  fourth 
alternative.  Regis  ICM  Small  Compa- 
ny Fund,  with  $71  million  in  assets, 
remains  open  to  new  investors,  but 
only  those  who  are  willing  and  able  to 
scale  a  high  barrier  to  entry.  Its  mini- 
mum investment  is  $100,000.  That 
keeps  the  fund  out  of  the  public  eye, 
and  keeps  most  of  the  public  out  of 
the  fund.  In  fact,  $2  million  has 
flowed  out  of  the  no-load  fund  since 
January. 

Since*;,  the  fund  was  launched  in 
1989  Regis  ICM  has  been  managed  by 
Robert  McDorman;  now  45,  McDor- 
man managed  Invcsco's  Financial  In- 
dustrial Income  Fund  from  1983  to 
1985  and  joined  Investment  Coun- 
selors of  Maryland,  a  subsidiary  of 
Boston's  United  Asset  Management, 
in  1985.  Over  the  past  three  years  he 
has  posted  annual  returns  averaging 
22.2%.  That's  nearly  double  the  Stan- 
dard &  Poor's  500,  and  eight  points 
better  than  the  average  small-compa- 
ny growth  fund  tracked  by  Lipper 
Analytical  Services. 

McDorman  and  his  computer  look 
for  businesses  with  a  market  capital- 
ization between  $50  million  and 


$750  million.  McDorman  then 
screens  out  all  those  with  price/earn- 
ings ratios  above  the  overall  market 
level,  which  right  now  he  calculates  at 
18.  Then  he  culls  that  list  down  to 


Small-stock  manager  Robert  McDorman 
Not  for  small  investors. 


companies  with  returns  on  equity 
greater  than  that  of  the  market  over 
the  last  12  months.  When  any  stock's 
P/E  rises  to  the  same  level  as  the 
overall  market's,  McDorman  usually 
sells  it  and  tries  to  find  a  replacement. 

The  result  is  a  portfolio  of  some 
100  small  stocks  with  appeal  to  both 
growth  and  value  investors.  Accord- 
ing to  the  fund  watchers  at  Morning- 
star,  Inc.,  the  typical  small-cap  mutual 
fund  has  an  average  price/earnings 
ratio  of  24  and  a  price/book  ratio  of 


5.  McDorman's  average  P/E  is  15;  lj 
price/book  ratio  is  2. 

What  has  McDorman  been  buyii 
recently?  With  a  market  capitalizatic 
of  $350  million,  Baltimore-based  i 
vestment  bank  Alex.  Brown  Ir 
trades  at  just  six  times  McDormar 
estimate  of  1993  earnings.  Its  retu 
on  equity  for  the  past  12  months 
21%,  a  third  better  than  the  marker 
McDorman  likes  Alex.  Brown's  ma 
agement  and  its  diversification  aw 
from  its  traditional  business  of  doii 
initial  public  offerings  for  small 
midsize  companies. 

He  also  likes  Devon  Group,  Inc. 
graphic  arts  company  in  Stamfoi 
Conn,  (market  cap,  $110  millioi 
Devon  has  an  exclusive  contract  1 
Sears'  newspaper  advertising.  At  15 
a  share,  Devon  trades  at  less  than  t 
times  estimated  1993  earnings,  yet 
return  on  equity  is  20%. 

McDorman  has  6%  of  the  fun< 
assets  invested  in  bank  stocks.  O 
favorite:  Minneapolis-based  TCF 
nancial  Corp.,  a  savings  bank  ti 
recently  added  $1  billion  to  its  $ 
billion  in  assets,  by  acquiring  a  W 
consin  bank.  "With  all  the  cost 
ting  and  efficiencies  from  the  accju 
tion,"  says  McDorman,  "earnings 
TCF  could  grow  even  if  assets  don' 
Its  market  cap  is  $415  million;  its  P 
9;  its  return  on  equity,  19%. 

McDorman  also  likes  ice  mach 
maker  Scotsman  Industries,  Inc.,  w 
a  market  cap  of  $84  million,  a  mu 
pie  of  12  times  trailing  earnings  an 
22%  return  on  equity.  Long-te 
debt  is  nearly  50%  of  capital,  but 
company  is  rapidly  paying  it  dov 
McDorman  expects  earnings  to 
$1.30  a  share  for  fiscal  1994,  up  fro 
90  cents  last  year. 

McDorman  earned  a  law  deg 
from  the  University  of  Baltimore  a 
considers  himself  a  skeptic.  He  is 
pecially  dubious  about  the  market 
initial  public  offerings.  He  has  bouj 
into  five  IPOs  over  the  last  year,  inch 
ing  retailer  Payless  Cashways,  Inc.  a 
Steel  of  West  Virginia  Inc.  But  m 
new  issues  scare  him.  "We're  in  an 
frenzy  at  the  moment,"  he  says.  "T 
is  almost  always  a  signal  that  the  m 
ket  is  getting  toppy." 

At  Regis  ICM  Small  Company, 
nual  expenses  are  a  reasonable  0.9 
of  assets  and  portfolio  turnover 
impressively  low  21%. 
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Now  Available  in  Leading  Bookstores 


Introduci 


Just  Published!  The  brand-new 
1993  edition  of  Forbes 
MediaGuide  500.  The 
Forbes  MediaGuide  500 
gives  you  critical,  unbiased 
reviews  of  the  nations  top 
500  journalists.  You'll 
get  an  overview  of  the 
year's  major  stories,  a 
detailed  review  of  the 
best  stories  and 
columns  of  1992 
along  with 
comprehensive 
ratings  of  the 
leading  journalists 
in  Business, 
Commentary, 
Foreign,  National 
Security, 
Science/Health/ 
Environment, 
Society  and 
Politics. 
The  Forbes 

MediaGuide  500  -  it's 
a  great  way  to  get  a  better 
handle  on  today's  fast  moving  media  world 


Get  the  Scoop  on 
the  Nation's  Top  500 
Journalists 


)nly  $19.95.  Or,  for  a  limited  time,  you  can  receive  your  own  copy  FREE,  when  you 
;ubscribe  to  the  all  new  MediaGuide  Quarterly.  For  more  info  call  1-800-825-0061. 


IF  YOU  CAN'T  RELAX  HERE.  YOU  CAN'T  RELA 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


>ai.  11 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flij 

Find  out  more  about  this 
paradise  in  the  Fijis  and  oi| 
Special  Island  Exclusive. 
Laucala,  owned  and  opera 
by  Forbes  Magazine.  For 
more  information  write 
Errol  Ryland,  Manager, i 
Box  149,  Fort  Garland,  <i 
81133,  or  call  1-800-FORBB 
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traged  tax-exempt  term  trusts  offer  pretty  tempting 
s,  and  some  underappreciated  risks. 

oraowing  short, 
Hiding  long 


lerman  is  a  columnist 
:s  magazine. 


J'RE  LOOKING  for  additional 
/ith  some  risk,  here's  an  invest- 
ea  that  may  tempt  you:  tax- 
t  leveraged  term  trusts, 
ike    most    closed-end  bond 

these  term  trusts  mature  on  a 
c  date,  when  you  are  supposed 
your  capital  back — on  Apr.  15, 
for  example,  for  the  American 
ipal  Term  Trust  Number  1. 
Drs  promise  to  do  their  darned- 

give  investors  back  the  same 
•  $15  a  share  the  trusts  sold  for 
original  offering.  Note,  howev- 
t  there's  no  guarantee  that  the 
'  will  be  there. 

e's  how  the  leveraged  muni 
inimal  is  put  together.  About 
lird  of  the  trust's  capital  is  raised 
di  issuance  of  variable -rate  pre- 
stock  paying  low,  money- mar- 
el  dividends.  The  other  two- 
of  the  money  comes  from  the 
common  shares.  The  entire  pot 
ney  is  invested  in  medium-  to 
erm  municipal  bonds.  The  le- 
d  structure  allows  die  trust  to 
gher  than  normal  dividends  on 
mmon  shares. 

nds  great — until  you  look  at  the 
As  a  buyer  of  the  common 
,  you  are  playing  the  old  bor- 
iort-and-!end-long  game.  You 


are  borrowing  short  through  the 
floating-rate  preferred,  issued  to  fi- 
nance part  of  the  portfolio.  You  are 
lending  long,  or  at  least  medium- 
term,  when  the  portfolio  manager 
buys  medium-term  muni  bonds. 

What's  wrong  with  that?  Nothing, 
if  interest  rates  don't  rise  too  much. 
Given  the  shape  of  the  yield  curve 
today,  you  pick  up  a  nice  spread  when 
you  borrow  short  term  at,  say,  3%, 
while  lending  longer  at,  say,  5%.  Do 
that  on  a  third  of  your  portfolio  and 
you  will  goose  your  yield  from  5%  to 
6%  (before  expenses). 

But  what  if  rates  spike,  as  they  did  in 
the  late  1970s?  Then  you  are  in  deep 
water.  Your  capital  losses  are  magni- 
fied, because  you  are  buying  on  mar- 
gin. And  your  financing  cost — that 
floating-rate  preferred — goes  up,  po- 
tentially above  the  5%  you  are  earning 
on  your  bonds. 

To  deflect  attention  from  this  po- 
tential pitfall,  trust  sponsors  usually 
pledge  some  of  what  they  make  on 
their  spreads  to  buy  hedges  and  create 
other  cushions  to  protect  the  trust 
from  rate  fluctuations.  But  there's  no 
way  to  fully  hedge  against  all  adverse 
market  moves  without  eating  up  the 
enhanced  yield.  There's  no  magic  that 
transforms  5%  yields  into  6%  yields 
without  some  commensurate  increase 
in  risk. 

That  said,  these  trusts  have  their 
place,  at  least  for  investors  willing  to 
speculate  that  short-term  interest 
rates  will  not  climb  sharply  between 
now  and  the  maturity  date. 

So  far,  only  a  few  organizations, 
including  BlackRock  Financial  Man- 
agement and  Piper  Capital  Manage- 
ment, have  brought  municipal  term 
trusts  to  market.  BlackRock  has  three 
national  term  trusts,  targeted  to  ma- 
ture between  2006  and  2010;  it  also 


has  three  single-state  trusts  for  Flori- 
da, California  and  New  York.  Piper 
has  three  national  trusts  due  2001, 
2002  and  2003,  and  two  Minnesota 
trusts. 

Liquidity  isn't  bad.  All  these  trusts 
have  listed  their  common  stock  on 
either  the  New  York  or  American 
Stock  exchange.  Trust  managers  may, 
and  do,  retain  up  to  1 0%  of  each  year's 
income  to  build  a  reserve  to  maintain 
dividend  payments  in  case  the  yield 
curve  flattens. 

Piper's  first  trust,  the  American 
Municipal  Term  Trust  Number  1, 
started  March  1991  and  set  to  termi- 
nate in  2001,  has  a  portfolio  with  an 
average  coupon  of  about  7%;  the 
trust's  units  trade  on  the  Big  Board  at 
IIV4  and  yield  6%,  federal-income- 
tax-free.  That's  well  above  the  4.9% 
that  municipal  bonds  due  in  eight 
years  currently  pay.  But  this  yield 
reflects,  to  a  degree,  high-coupon 
bonds  trading  at  a  premium.  A  better 
way  to  judge  whether  the  trust  is  a 
good  buy  is  by  comparing  its  trading 
price  with  its  net  asset  value.  The  price 
is  at  a  1.4%  discount  from  net  asset 
value  of  $11.41 — not  great.  You 
could  have  bought  the  trust  at  a  4% 
discount  a  few  weeks  earlier. 

Why  the  extra  yield?  Because  of  the 
extra  risk — if  rates  really  jump,  the 
trust's  capital  and  income  would  be 
devastated. 

Douglas  White,  portfolio  manager 
at  Piper  Capital  Management,  says 
he's  got  about  28  cents  a  share  in 
reserves  to  cushion  shareholders 
against  a  possible  runup  in  short-term 
rates  paid  on  the  preferred.  That  rate 
could  rise  from  the  current  2.2%  to 
6.8%,  and  stay  there  for  an  entire  year, 
before  he  would  be  forced  to  cut  the 
common  dividend. 

Lovely.  But  now  consider  another 
possibility:  Rates  rise  across  the 
board.  White's  dividend  reserves 
won't  save  you  from  capital  losses. 

Here's  my  advice.  First  of  all,  never 
buy  one  of  these  things  at  original 
issue — they  usually  come  out  at  a  6%- 
plus  premium.  How  about  on  the 
secondary  market?  If  the  discount  to 
net  asset  value  is  4%  or  better  and  you 
want  to  buy  on  margin,  consider  one 
of  these  strange  animals.  If  not,  the 
risk  inherent  in  borrowing  short  and 
lending  long  is  probably  not  ade- 
quately compensated.  HR 
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Enlarging  your  capital  depends  as  much  upon 

what  you  don't  buy  as  what  you  do  buy. 

Herewith  some  commonsense  rules  to  avoid  disasters. 

The  Kiss 
approach 


BY  DAVID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  LP., 
Investment  Counsel,  New  Jersey,  and  author 
of  The  New  Contrarian  Investment  Strategy. 


THERE'S  A  lot  of  merit  to  the  Kiss 
approach — keep  it  simple,  stupid. 
Widely  followed  in  many  fields,  it's 
especially  useful  for  investors.  Inves- 
tors all  too  often  make  costly  mistakes 
that  could  be  avoided  by  sticking  to 
basics. 

One  simple  rule  is  to  avoid  initial 
public  offerings  in  red-hot  markets 
such  as  today's.  This  IPO  market  is 
steaming,  with  $26  billion  of  new 
issues  already  offered  in  the  first  6 
months — as  much  as  Wall  Street  sold 
in  the  full  12  months  of  1983,  the 
previous  peak  year.  Within  only  a  few 
years,  prices  had  dropped  50%  or 
more.  Sure,  House  Speaker  Tom  Fo- 
ley (D-Wash.)  and  a  few  others  make 
money  on  IPOs.  But  the  odds  are  badly 
stacked  against  the  average  investor. 

Concept  stocks  probably  cost  peo- 
ple even  more  than  ipos.  It's  less  than 
eight  months  since  the  biotech  issues 
were  priced  at  50  to  100  times  sales 
(when  there  were  sales).  Today  many 
are  down  Sharply  from  their  highs,  as 
are  large  numbers  of  surefire  growth 
stocks.  Keep  awa\  from  the  difficult 
game  of  trying  to  pick  the  few  real 


winners  in  these  groups  from  the 
hundreds  of  also-rans. 

Another  surefire  way  to  lose  money 
is  to  follow  the  current  market  trend. 
Many  pros  claim  you  can  make  big 
bucks  playing  momentum  investing. 
Industries  or  stocks  that  have  strong 
positive  momentum  are  accumulated; 
stocks  or  groups  are  sold  when  their 
prices  turn  weak. 

If  some  pro  tells  you  his  sophisticat- 
ed momentum  model  can  pinpoint 
when  to  flip  into  the  next  hot  group 
while  d  ropping  also-rans,  watch  to  see 
if  his  nose  is  growing.  There  isn't  a 
shred  of  evidence  that  momentum 
investing  works  over  time.  Yet  billions 
of  dollars  of  individual  and  institu- 
tional money  are  managed  by  this 
supposedly  foolproof  concept. 

Then  there  are  the  gurus  who  are 
revered  because  of  a  single  call.  One 
such  larger-than-life  prophet  appears 
every  decade  or  so.  Each  utterance  is 
treated  as  gospel  by  legions  of  follow- 
ers until  his  luck  runs  out,  along  with 
the  capital  of  the  faithful. 

Another  area  to  stay  away  from  is 
that  of  complicated  asset  allocation 
strategies  that  claim  they  can  tell  you 
exactly  when  to  flip  from  stocks  to 
bonds  or  cash  and  then  back  again. 
Many  are  based  on  supposedly  sophis- 
ticated computer  formulas.  With  a 
high-powered  computer  and  thou- 
sands of  financial  statistics  to  choose 
from,  experts  can  find  dozens  of  in- 
vestment patterns  that  have  moved  in 
line  with  market  changes  in  the  past. 
Trouble  is,  history  doesn't  necessarily 
repeat.  If  there  were  formulas  for 
successful  investing,  we'd  all  be  rich. 

Finally,  follow  the  simple  rule  of 
not  putting  all  your  eggs  in  one  bas- 
ket.  Diversification  sounds  simple 


enough,  but  again  many  people- 
get  this  rule  in  the  excitement 
trying  to  make  a  big  kill.  The  outcc 
is  predictable. 

Kiss  then  is  a  good  axiom  in 
marketplace  to  help  preserve  \ 
capital.  It  still  amazes  me  after  yea 
a  money  manager  how  many  sr 
people  with  conservative  intent 
get  caught  up  in  the  excitement  ol 
chase.  They  forget  that  investin 
really  about  enhancing  capital 
time  with  minimum  risk.  Kee 
simple  and  stay  within  the  guidel 
of  value  investing,  and  you'll  a 
the  worst  of  the  capital -destro 
disasters. 

Here  are  a  number  of  stocks  th 
into  a  value  strategy  today. 

Meridian  Bancorp  (30)  is 
fourth -largest  bank  holding  com] 
in  Pennsylvania.  Earnings  sh 
reach  a  record  high  this  year,  aide 
a  conservative  expansion  prog 
and  continue  to  grow  at  a  better 
1 0%  rate.  Meridian  has  a  P/E  of  1 1 
yields  4%. 

Club  Med  (25)  is  a  major  opei 
of  resorts  internationally.  A  gra 
pickup  in  leisure  travel  both  dorr 
cally  and  abroad  should  result  in  i 
ings  growth  of  15%  or  more  ir 
next  several  years.  The  stock  trad 
a  P/E  of  1 1 ,  yielding  1 .2%. 

Dayton  Hudson  (67)  has 
knocked  down  in  recent  month 
cause  of  sluggish  consumer  buyi 
well  as  its  large  concentration  ii 
California     market.  Neverth 
earnings  should  be  up  this  year,  v 
larger  improvement  in  1994. 
stock  trades  at  a  p/e  of  13  on 
estimates  and  yields  2.1%. 

Nordstrom  (27),  like  Dayton  1 
son,  is  suffering  from  the  poor 
environment.  This  well-mar 
company's  earnings  should  be  «. 
slightly  in  1993  but  reach  recon 
els  next  year.  The  stock  trades  at 
of  17  and  yields  1 .3. 

Liz  Claiborne  (21)  is  a  majq 
signer  and  marketer  of  better 
clothing.  This  former  glamour 
has  been  knocked  down  50%  ye. 
date  as  a  result  of  unfavorable 
ings  comparisons  primarily  di 
lackluster  consumer  spending, 
year  earnings  should  rebound  w 
improving  economy.  The  stock  I 
at  a  price/earnings  ratio  of  91 
provides  a  2.1%  yield. 
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Global  Utilities: 
A  Powerful  Industry 


All  over  the  world,  many  underdeveloped 
countries  are  making  strides  as  they  move 
toward  free  market  economies.  As  a  country's 
standard  of  living  rises  so  does  its  demand  for 
electricity,  water,  and  telephone  service.  economies 

What  does  this  suggest  for  the  global  utilities 
market?  The  potential  for  capital  growth. 

What  does  this  suggest  to  you  as  an  investor? 
You  can  position  yourself  to  participate  in  this 
growth  potential  by  investing  in  the  Franklin 
Global  Utilities  Fund. 

fThere  are  special  risk  considerations  associated  with  global  investing. 


The  fund  aims  for  capital  growth  and  current 
income  by  investing  in  the  securities  of  utility 
companies,  primarily  located  in  countries  with 
expanding  populations  and  fast-growing 


t 

Call  your  investment  advisor  or  Franklin  today 
for  more  information. 

1 -800-342-FUND 
EXT  1588 


FrankJin/Templeton  Distributors,  Inc.,  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 

Name 


Yes!  I  would  like  a  free  prospectus  containing  more  com- 
plete information  on  the  Franklin  Global  Utilities 
Fund,  including  charges  and  expenses.  I  will  read  it 
carefully  before  I  invest  or  send  money. 

 I  am  currently  a  Franklin  shareholder. 


City/State/Zip 


KOIW  ; 
15NH 


MEMBER  $98  BILLION  FRANKLIN /TEMPLETON  GROUP 
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Has  Louis  Navellier's  hot  hand  turned  to  ice, 
or  has  it  merely  turned  temporarily  cool? 

Cool  hand  Lou 


BY  MARK  HULBEBT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest,  which  monitors 
the  performance  of  investment  advisory  letters. 
His  newest  book  is  The  Hulbert  Guide  to  Financial 


Newsletters  (Dearborn  Financial  Publishing). 


Investors  who  last  year  started  fol- 
lowing Louis  Navellier's  top-ranked 
mpt  Review  know  what  Harry 
Browne,  editor  of  Harry  Browne's 
Special  Reports,  calls  the  first  rule  of 
investment  advice:  "The  adviser  with 
the  perfect  record  up  to  now  will  lose 
his  touch  the  moment  you  start  using 
his  advice." 

Consider:  At  the  beginning  of 
1992  Navellier  was  far  and  away  the 
leader  for  performance  since  the  be- 
ginning of  1985,  with  a  gain  of  971% 
(equivalent  to  an  incredible  40.8% 
compounded).  His  nearest  competi- 
tor— Tom  Bishop's  bi  Research — was 
up  just  over  half  as  much  for  the  same 
period.  Yet  over  the  subsequent  year 
and  a  half  the  Navellier  freight  train 
has  ground  to  a  halt.  Since  January 
1992  a  subscriber  could  have  done 
10%  better  simply  by  investing  in  an 
index  fund. 

Has  Navellier  lost  his  touch? 

For  the  record,  let  me  stress  that 
many  of  Navellier's  followers  don't  fit 
Browne's  rule.  In  fact,  many  started 
following  Navellier's  mpt  Review  in 
the  fall  of  1986,  when  Forbes  first 
identified  him  as  an  up-and-coming 
adviser,  and  have  been  more  than 
satisfied.  Since  then  Navellier's  port- 
folios have  outpaced  the  market  by 
better  than  a  3-to-l  margin.  Still, 


judging  by  the  letters  and  calls  I've 
received,  there  is  widespread  anxiety 
about  what  Navellier's  weak  recent 
performance  really  means. 

I  don't  believe  Navellier's  hand  has 
turned  permanently  to  ice.  Here  is  a 
two-step  test  that  I  find  helpful  in 
analyzing  advisers  whose  recent  rec- 
ords— like  Navellier's — have  lagged 
the  market. 

First  step:  Determine  the  cause  of 
the  recent  underperformance,  and 
hence  the  likelihood  of  its  being  re- 
peated. For  example,  did  Navellier 
continue  to  follow  his  approach  as  he 
always  has — the  difference  being 
merely  that  market  conditions  over 
the  last  18  months  have  been  less 
favorable  to  his  approach?  Or  did  he 
make  mistakes  in  applying  his  meth- 
od, or  try  to  second-guess  its  results? 
If  it  is  the  latter,  we  would  worry 
whether  he  might  make  similar  mis- 
takes in  the  future. 

In  Navellier's  case  it  clearly  is  the 
former.  We  know  this  because  his  is 
not  the  only  letter  that  utilizes  the 
same  method — picking  high  relative 
strength,  low-volatility  stocks.  An- 
other letter  using  the  same  approach 
has  also  been  struggling  to  keep  pace 
with  the  market.  This  other  letter — 
otc  Insight — is  edited  by  James  Col- 
lins, who  was  Navellier's  partner  for 
one  year  in  the  mid-1980s  until  they 
went  their  separate  ways.  Since  then 
Collins  has  performed  slightlv  better 
than  has  Navellier  with  slightly  great- 
er risk,  so  on  a  risk-adjusted  basis  their 
performances  are  nearly  identical. 

The  second  step  in  my  two-step 
test:  Does  the  fact  that  Navellier  has 
lagged  the  market  for  18  months 
undermine  the  original  case  for  fol- 
lowing him? 

I  doubt  it.  Even  with  his  recent 
lackluster  performance  factored  in, 
Navellier  remains  the  top  performer 
over  the  period  since  the  beginning  of 
1985.  His  compound  annual  rate  of 


return  since  then  still  stands  at 
astounding  34%,  more  than  dot 
the  16%  return  of  the  market  itsel 

With  advisers,  as  with  stocks, 
must  take  a  long  view.  Navelli 
portfolios  in  the  past  have  sufffl 
through  much  more  severe  dr 
downs  than  last  year's,  and  never) I 
less  have  come  roaring  back.  Dui 
the  crash  of  1987,  in  fact,  Nave 
was  a  big  loser:  Over  the  two  moi 
of  October  and  November  1987. 
portfolios  shed  an  average  of  42% 

My  suspicion  is  that  many  subsc 
ers  started  following  Navellier  \ 
unrealistically     high  expectatk 
They  thought  Navellier  would  c 
tinue  to  produce  40%  compo 
rates  of  return  each  and  even' 
they  followed  him — in  which 
they  would  own  much  of  the  wo 
wealth  within  a  couple  of  deca 
But  no  strategy  works  well  in  e 
kind  of  market.  If  a  year  of  man 
lagging  performance  is  intoler. 
then  the  investor  should  never 
started  following  Navellier  in 
first  place. 

Strategies  that  are  as  risky  as  Nj 
lier's  and  Collins'  need  a  minimu 
five  years  in  which  to  show  their  i 
This  is  why  choosing  an  adviser  is 
an  important  decision:  You  muj 
prepared  to  stick  with  him  for  a 
time.  I'd  bet  my  money  on  an  ad 
with  a  good  long-term  record 
one  with  a  dismal  long-term  reco 
but  a  great  past  year. 

Which  stocks  is  Navellier  curr 
recommending?   The  followin 
stocks  are  among  the  top  20  on 
his  and  Collins'  buy  lists  (all 
o-t-c):  DSC  Communications  1 
which  makes  telephone  switc 
equipment;  Hornbcck  Offshore 
marine  services  to  the  oil  and 
industry;  nci  Building  Systems 
prefabricates  metal  buildings; 
Newbridge  Netivorks(54:),  makes 
ital  networking  products. 
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ually  when  gold  starts  to  rise,  one  dumps 
e's  dollars.  This  time  that  would  be  a  mistake. 

jold's  message 


ANDREW  J.  KRIEGER 


:w  J.  Krieger  is  managing  director 

Currency  Advisors,  Inc., 

ign  currency  investment  management 

edging/overlay  firm 

I  in  Englewood  Cliffs,  N.J. 

author  of  The  Money  Bazaar. 


lr  recent  months  we  have  wit- 
ed  a  very  strong  rally  in  the  dollar 
e  of  gold,  on  the  order  of  roughly 
.  Typically,  such  a  move  would  be 
irbinger  of  inflationary  expecta- 
s.  The  Fed  is  struggling  with  this 
:  as  it  tries  to  set  monetary  policy, 
problem — for  the  Fed,  for  cur- 
ly traders,  for  investors — is  that 
:urrent  economic  signals  are  quite 
:d.  There  is  ample  evidence  of 
1  inflationary  and  deflationary 
sures  at  work  in  the  system, 
turing  the  1960s,  while  the  U.S. 
$ht  its  Cold  War  with  the  Soviet 
on,  its  hot  war  in  Southeast  Asia 
its  domestic  war  on  poverty,  there 
a  huge  buildup  of  currency  and 
it,  and  a  rapid  depletion  of  the 
.'  gold  reserves.  Ultimately  the 
ntry's  expanding  international 
:its  forced  the  breakdown  of  the 
ton  Woods  gold-based,  fixed- 
currency  system.  After  Richard 
3n  ended  the  convertibility  of  pa- 
dollars  into  solid  gold  in  1971 ,  the 
Os  turned  into  a  decade  of  perni- 
os inflation  as  monetary  creation 
:inued  at  an  alarming  rate,  and 
I  and  other  tangible  commodities 
;ed  in  paper  dollar  terms, 
he  1980s  turned  out  to  be  a  dif- 
nt  decade,  one  of  declining  prices 
falling  interest  rates.  The  combi- 


nation of  less  expensive  energy  and 
raw  materials  and  cheaper  money  cre- 
ated a  perfect  environment  for  broad- 
based  speculation  in  fixed-income 
and  equity  markets.  Thus  the  fantastic 
bull  markets  in  securities  made  sense. 

But  what  is  happening  now?  De- 
spite huge  government  spending  and 
dramatically  lower  interest  rates,  the 
U.S.  economy  is  still  behaving  quite 
anemically.  The  accumulated  govern- 
ment deficits,  which  are  growing  larg- 
er by  the  minute,  are  now  generally 
seen  as  a  long-term  problem  that 
must  be  addressed  in  a  serious  fash- 
ion— if  not  (as  now  seems  the  case)  by 
Bill  Clinton,  then  by  someone  else. 
Thus,  the  next  major  macroeconomic 
shift  will  be  fiscal  contraction.  This 
will  undoubtedly  be  deflationary,  as  a 
major  source  of  demand  in  the  econo- 
my is  going  to  be  reduced.  Likewise, 
the  Fed  has  pushed  real  interest  rates 
to  dangerously  low  levels,  and  so  has 
limited  flexibility  to  provide  any  fur- 
ther "kick"  to  a  soft  economy. 

Despite  the  rising  price  of  gold,  this 
contraction  is  likely  to  bode  well  for 
the  dollar.  Global  investors  are  well 
aware  of  these  conditions,  so  they  are 
somewhat  reluctant  to  be  happy  buy- 
ers of  dollars.  Still,  relative  to  many 
competing  currencies,  the  dollar 
looks  like  a  pretty  good  alternative. 

European  economies  are  suffering 
enormously,  and  further  tremendous 
monetary  stimulation  is  still  neces- 
sary. The  cost  of  high  German  interest 
rates  has  been  exceedingly  steep,  and 
high  unemployment  and  low  eco- 
nomic output  are  very  worrisome. 
Government  deficits  are  large,  and 
social  and  political  pressures  are  on 
the  rise.  Why  trade  dollars  for  marks? 

Japan,  meanwhile,  is  beset  by  a 
troubled  political  system,  weak  eco- 
nomic conditions  made  even  weaker 
by  a  very  strong  currency  and  accu- 
mulating global  ill-will  over  Japan's 
high  and  rising  external  trade  imbal- 
ances. The  deflationary  collapse  of  the 
Japanese  equity  and  land  markets  was 


among  the  most  impressive  in  finan- 
cial history,  and  the  shock  wave  from 
the  aftermath  of  the  piercing  of  the 
"bubble"  economy  are  still  reverber- 
ating loudly  in  the  domestic  econo- 
my. Should  one  trade  dollars  for  yen? 
This  is  not  very  clear. 

In  general,  I  find  it  best  to  concep- 
tualize the  major  economies  and  cur- 
rencies as  belonging  to  one  of  three 
major  blocs:  the  dollar  bloc,  the  deut- 
sche  mark  bloc  and  the  yen  bloc. 
Right  now  it  is  hard  to  be  very  happy 
with  the  prospects  of  any  of  these 
blocs,  so  the  currency  investment  de- 
cision has  largely  been  reduced  to 
choosing  the  least  unattractive  alter- 
native. For  the  reasons  sketched 
above,  in  this  kind  of  analysis  the 
dollar  comes  out  ahead. 

For  many  investors,  however, 
choosing  the  least  unattractive  vehicle 
is  unacceptable.  It's  in  this  sense,  I 
think,  that  the  recent  move  into  gold 
has  largely  reflected  a  fundamental 
concern  about  the  health  and  integri- 
ty of  all  paper  money.  For  centuries, 
gold  has  been  the  one  enduring  uni- 
versal "money,"  and  at  some  very 
basic,  almost  primal  level  it  still  retains 
this  monetary  integrity,  much  to  the 
disgust  of  most  economists  and  cen- 
tral bankers.  The  liquidity  of  gold, 
however,  pales  before  that  of  the  pa- 
per alternatives,  so  its  price  fluctuates 
rather  violently. 

Are  there  any  good  currency  alter- 
natives to  dollars,  marks  and  yen  right 
now?  If  one  considers  gold  to  be  a 
non-interest-bearing  currency,  then 
one  should  look  for  a  currency  which 
both  offers  a  reasonable  yield  and  has 
a  reasonably  positive  correlation  to 
gold.  The  Australian  dollar  is  the  most 
logical  choice  in  terms  of  yield  and 
sensitivity  to  gold.  Granted,  the  no- 
tion of  "hard"  is  one  that  generally 
gets  assigned  to  currencies  that  don't 
suffer  from  persistent  and  large  cur- 
rent account  problems,  plus  large 
amounts  of  outstanding  foreign  debt. 

Nevertheless,  if  you  think  the 
metal  markets  are  getting  ready  for  a 
big  rally,  consider  the  purchase  of 
one -year,  75 -cent  Australian  dollar 
call  options.  Simultaneously,  one 
should  buy  one-year,  60-cent  Aus- 
tralian dollar  puts  in  the  event  that 
structural  problems  in  Australia 
dwarf  the  benefits  of  a  rise  in  metal 
prices.  SM 


>es  ■  August  16,  1993 
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FINANCIAL  SERVICES 


SS  THE  MARKET 
"TOO  HIGH"? 


Is  the  stock  market  now 
heaaed  lor  sizable  gains, 
or  lor  another  "free  lair7 

Before  you  make  any  de- 
cisions to  unload  slocks,  or 
to  buy  more,  or  to  stand 
pal.  I  urge  you  to  check  at 
once  the  current  status  of 
my  key  market  indicators 
MARTIN  2WEIG  which  I've  spent  more 
than  30  years  developing. 

These  are  the  indicators  that  enabled  The 
Zweig  Forecast  to  show  a  50  4%  gain  for  the 
"crash  year"  of  1987,  with  a  9%  portfolio  gain  on 
Black  Monday  itself  and  that  made  possible 
the  Forecast's  huge  638. 5"o  gains— with  not 
even  one  down  year-over  the  12'  i  years 
(through  12/92)  since  Hulbert  began  monitoring 
advisory  services  (Past  results  are  no  guaran- 


tee of  future  performance.) 

Let  me  rush  you,  as  a  bonus,  the  very  latest 
issue  of  The  Zweig  Forecast  showing  you  exactly 
what  my  key  indicators  are 
saying  now  Plus  the  un- 
listed number  of  my  tele- 
phone hotline  which  up- 
dates my  indicator  readings 
at  least  three  times  a  week 
Plus  a  gift  copy  of  my  book, 
"Winning  on  Wall  Street" 
($20  retail)  Act  today.  Pro 
rata  money-back  guaran- 
tee, of  course 


EXTRA  BONUS 


Three-Month  Trial  $55. 
One  Year  $265.  Visa/MC. 
1-800-535-9649  Ext.  9061 

THE  ZWEIG  FORECAST 

PO  Box  2900.  Wantagh,  NY  11793-0926 


PRESENTATION  EQUIPMENT 


LASER  POIOTER 
$7995  ^ 

*    Engraving  Available! 

plus  tax  &  shipping 

W^mm 

Made  in  the  USA 

IfP  DIVCOTechnolog,es,  Inc.  H 
1 1| II  An  American  Compony  |^B^j 

1  Year  Warranty 

BUSINESS  OPPORTUNITIES       I   BUSINESS  OPPORTUNITIES 


S  OVER  ONE  BILLION  $ 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

NoBrokerage  Fees 
To  Buy  or  Sell 
1-800-999-SAIE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations  General,  Aircraft, 
Boat  &  Shell  Corporations. 
fVfWm'    CaftWrte  for  FREE  KIT: 

m  but 


P.O.  Box  484-FB 
Wilmington,  DE  19899 

800-321 -CORP  •  302-652-6532 


An  Introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most 
recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  ti 
Inuest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stock 
each  week  for  10  weeks  for  $86=$55  Available  only  once  every  three  years 
any  household.  SPECIAL  BONUS:    With  your  subscription  you  also  will 
receive  a  copy  of  WALL  STREET  WORDS,  an  accessible  dictionary  of  ove 
3,500  terms  (retail  price  $8.95).  In  addition  to  clear  definitions,  this 
convenient  guide  features  special  explanations,  helpful  hints,  and  case 
histories  on  87  topics  of  special  interest,  contributed  by  32  industry 
professionals — plus  48  case-example  paragraphs  by  the  author  (Availabl 
while  supplies  last.)  Your  subscription  to  Value  Line  may  be  tax-deducubl' 
Consult  your  tax  advisor  Send  check  or  money  order  along  with  name, 
address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept  616016)  American  Express.  MasterCard  or  Visa  24  hours  a  day, 
7  days  a  week  30  day  Money-Back  Guarantee  Allow  4  weeks  for  delivery 
NY  residents  add  sales  tax  Foreign  rates  upon  request 

The  Value  Line  Investment  Survey' 

7 1 1  3rd  Avenue 
NY.  NY  10017-4064 


IT'S  BRINGING  AMERICA'S  MAIN  STREETS 
BACK  TO  LIFE   AND  GETTING  BACK  TO  BUSINESS 


fa/fiat is  IvistoMc  pr-egcr-voLt/on 


/ f  s  if  our  memory  / our  history,  fts  worth  sav-ity. 


National  Trust  for  historic  preservation  1  800  289 

1785  Massachusetts  Avenue,  N.W.  Washington.  DC  20036 


Forbes:  Capitalist  Tool® 


REACH  THE  PEOPLE  WHO  0\A 
AND  RUN  AMERICA'S  BUSINE! 


RBES  MARKET/ 
CLASSIFIED 

:orbes  Market/ 
assified  listings 
re  sold  in  basic 
nits  of  one  inch 
14  agate  lines) 

regular  listings, 
and  two  inches 
28  agate  lines) 

for  display 
dvertisements. 
dditional  space 
over  specified 
nimums  is  sold 
the  appropriate 
jate  lines  rates. 

3  spotlight  your 
jcialty  product  or 
rice  to  an  affluent 
wen  responsive 
rcutive  audience: 

RITE,  CALL  OR 
[:  LINDA  LOREN 
RBES  MARKET/ 
CLASSIFIED 

60  Fifth  Ave., 
.Y.,  N.Y.  10011 

212)  620-2400 
)  620-2472  (FAX) 


MISCELLANEOUS  FOR  SALE  PRESENTATION  EQUIPMENT 


CATIONAL  SERVICES 


REE  VIDEO 


rERNAL  DEGREES 

A/BS  MS/MBA  PhD/JD 
for  work  /life  exp  •  Accredited 
I00)  955-8879  (24  hrs.) 

vSalle  University 

.  879  Slidell,  LA  70459-2000 


WE  BUY  DIAMONDS! 

Call  or  fax  GIA  info 
for  cash  offer. 
-  Any  quantity!  - 

HOUSE  OF  ONYX 

l  Main  St. .  Greenville,  KY  42345 
1  X00-844-3 100 or  FAX  502  +  338-9605 


FORBES  BINDERS 


CASE 


SAVE  YOUR  COPIES  OF  FORBES 

These  custom-made  cases 
and  binders  protect  your 
valuable  copies  from  dam- 
age They  hold  about  half  a 
year's  issues  Made  from  re 
inforced  board  covered  with 
leather-like  material  in 
red  Title  is  hot-stamped 
in  gold  Binders  have 
special  spring  mechanism 
to  hold  snap-in  rods  BINDER 
Cases:  1 -$7  95    3-$21  95  6-S39.95 
Binders:  1  $9  95   3-$27  95    6-$52  95 
ORDER  FROM  Jesse  Jones  Industries.  Depl  FB. 
499  East  Efie  Ave  .  Phila  ,  PA  19134  Enclose 
name,  address  (no  P  O  Box)  &  payment  Add  S1  per 
unil  lor  P4H  Outside  USA  $2  50  per  unit  (U  S  lunds 
only)  Pa  residents  add  6%  sales  tax  Credit  card 
orders  call  1-800-825-6690 (mm  $15)  Please  allow 
4  to  6  weeks  tor  delivery  Satisfaction  Guaranteed. 


EDUCATIONAL  SERVICES 


University  Degrees 

Home  study  Associate,  Bachelor. 
MBA  degrees.  Paralegal,  Finance, 
Marketing,    Management,  Health 
Care  Administration,  International 
Business,  Human  Resources. 
Call  (800)  477-2254 
Southern  California  University 
202  Fashion-F,  Tusrjn  CA  92680 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Wort  Lite  ami  Academic 
Eiperience  ■  No  Classroom 
Attendance  Required 
1-800-423-3244 
FAX  (310)  471-6456 
or  send  detailed  resume 
lor  Free  Evaluation 

Pacific  Western  University 

600  N  Sepulveda  Blvd  Depl  185,  Los  Angeles  CA  90049 


Make  Your  Presentation 
More  Effective 


Laser  Pointer 


$72 

Silver 
Black  $82 
24K  Gold  $120 
$6.00  S&H 


Dealer 
Inquiries 
Welcome 


55  Oak  Court.  Danville.  CA  94526  USA 
Tel  510-820-1763  Fax  510-820-8738 


800-854-6686  Deptl 


JOINT  VENTURE 


A  substantial  publicly  traded 

company  on  NASDAQ 

interested  in  "Joint  Venture  - 

Medical  Field"  with  Senior 

Executives/Director  of  major 

corporation,  minimum  3  year 

successful  track  record. 

To  develop  a  company 

of  their  own  and  eventually 

take  public. 

Write  to  P.O.  Box  C 
c/o  Chairman  of  the  Board 
Private  and  Confidential 
Forbes  Magazine 
60  Fifth  Ave  ,  NY,  NY  10001 


BUSINESS  CATALOGS 


FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to: 

Free  Business  Catalog 
U.S.  Government  Printing  Office 
Office  of  Marketing — Stop  SM 
Washington,  DC  20401 


EXECUTIVE  GIFTS 


Executive 
\Comfort 


The  only  true 
orthopedic  chair 
for  executives 
5'2"  to  6'6" 

Free  Catalog! 


BackSaver  1  800  251  2225 

  fax  24  hrs.  1  800-44.V9609 

MJtfftvV  Ave.  I  MI  X.  llolliMon.  MA  (l|-4<i 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


•  16"  to  22"  models  ore  hand 
crafted  from  solid  moKooany  with 
hondpamted  markings  and  detarls 

•  Over  160  models'  in  stock 

•  Priced  from  $99  50 

•  Satisfaction  guaranteed 

Call  1-800  950  9944 
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JOINT  VENTURE 


A  substantial  publicly  traded 

company  on  NASDAQ 
interested  in  "Joint  Venture - 
Medical  Field" 

with  a  small  company  with  a 
minimum  of  3  year  track 

record  of  $200,000  profit  to 
develop  and  take  public. 

Write  to  P.O.  Box  D 
c/o  Chairman  of  the  Board 
Private  and  Confidential 
Forbes  Magazine 
60  Fifth  Ave.,  NY,  NY  10001 
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•Top  management:  53.3% 
•Total  paid  circulation:  750,000 
Average  household  income:  $216,898 


Involved  in  company  purchasing  decisions:  456,148 
•Average  time  spent  reading  Forbes:  2  hrs.  5  mins. 
•Read  Forbes  at  home:  89.1% 
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York's  hot  prospects 

In  the  midst  of  the  July  heat  wave 
that  hit  the  East,  why  did  investors 
blow  cold  on  $2  billion  (estimated 
1993  sales)  York  International  Corp.? 
Pardy  because  air-conditioning  com- 
pany stocks,  like  straw  hats, 
should  be  bought  in  winter,  not 
summer. 

But  more  important,  on  July 
20  the  York,  Pa. -based  manufac- 
turer of  large  home  and  commer- 
cial air  conditioners  (not  the  win- 
dow models  meant  for  overheat- 
ed apartment  dwellers  and  the 
like)  cut  its  1993  earnings  fore- 
cast from  a  16%  increase  to  only  a 
5%  to  10%  gain.  In  just  two  days 
York's  38  million  NYSE-listed 
shares  plunged  1 5%,  from  38%  to 
33V8.  Recent  price:  32Vs.  It's  a 
treacherous  market  out  there.  ■ 

At  current  levels  Prudential  Se- 
curities analyst  Jack  Murphy  has 
warmed  to  the  stock.  He's  not  over- 
looking the  negatives.  Inventories  are 
high,  industrywide  and  at  York.  He 
also  suspects  that  in  the  second  quar- 
ter York  failed  to  gain  market  share 
against  archrival  Carrier  for  the  first 
time  in  several  quarters.  And  in  Eu- 
rope, which  accounts  for  over  25%  of 
sales,  York  is  being  hurt  by  the  dollar's 
strength  and  the  economic  slump. 

But  York  is  still  the  most  profitable, 
fastest- growing  company  in  its  indus- 
try. Murphy  is  impressed  by  York's 
increasing  share  of  higher-margined 
contracts,  like  the  giant  air-condition- 
ing systems  it  once  installed  in  the 
World  Trade  Center.  Moreover,  York 
is  well-positioned  in  Latin  America, 
the  Middle  East,  Asia  and,  when  it 
eventually  recovers,  Europe.  These 
positives,  says  Murphy,  should  out- 
weigh the  negatives  by  year-end. 

While  Murphy  estimates  that  York 
(excluding  a  one-time  charge  for  in- 
creased pension  benefits)  will  earn 
only  $2.05  a  share  this  year,  up  a  mere 
8%,  he's  looking  for  a  22%  increase,  to 
$2.50  in  1994.  At  current  prices,  the 
stock  trades  at  a  reasonable  1 3  times 
his  1994  estimate.  -Neil  Weinberg 


Semiconductor  blast 

A  July  4  explosion  at  a  Sumitomo 
Chemical  Co.  factory  in  Niihama,  Ja- 
pan is  having  an  explosive  impact  on 
the   semiconductor   industry.  The 
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plant,  w  hich  may  be  shut  for  12  to  18 
months,  produces  60%  of  the  world's 
supply  of  a  resin  from  which  is  made 
the  protective  plastic  used  to  encase 
semiconductor  chips.  This  has  led  to 
hoarding  of  the  plastic.  It  has  also 


Packages  of  DRAM  chips 
An  explosion  drives  prices  higher  still. 


helped  dramatically  push  up  chip 
prices.  A  4-megabit  dram  chip  that 
cost  $14  in  the  spot  market  before  the 
blast  now  sells  for  over  $20 — a  40%- 
plus  increase. 

Up  as  well  are  the  stocks  of  major 
U.S.  semiconductor  makers  like  $7.4 
billion  (sales)  Texas  Instruments  Inc. 
and  $506  million  (sales)  Micron 
Technology,  Inc.  Pre-explosion,  Tl 
and  Micron  sold  for  69Vs  and  38%, 
respectively.  Since  the  blast,  Tl  has 
risen  9%,  to  a  recent  75Vi;  Micron  is 
up  16%,  to  45. 

What  now  for  these  stocks?  Analyst 
Thomas  Thornhill  of  Montgomery 
Securities  is  bullish,  but  not  because 
of  the  explosion.  The  blast,  he  says, 
just  focused  attention  on  supply-and- 
demand  pressures  already  in  the  mar- 
ket. Japanese  semiconductor  makers, 
Thornhill  notes,  put  off  expansion 
over  the  last  two  years  because  of 
weaker-than-expected  demand  for 
dram  chips.  But  accelerating  demand 
is  last  catching  up  with  supply. 

"I  believe  that  the  dram  [semicon- 
ductor] market  is  going  to  stay  in  a 
tight  supply  condition  well  into  next 
year,"  says  Thornhill.  This  will  keep 
prices  high,  he  goes  on,  even  though 
production  costs  are  actually  declin- 
ing. He  does  not  expect  conditions  to 
change  even  if  the  chipmakers  find 
new  sources  for  their  resin. 

Thornhill  expects  Micron  to  earn  at 
least  $1.89  a  share  for  the  fiscal  year 
ending  Aug.  30,  1993  and  looks  for 


earnings  to  almost  double,  to  $3. 
or  more,  in  fiscal  1994.  His  per-sh; 
earnings  estimates  for  Texas  Inst: 
ments  are  roughly  $4.40  in  199: 
and  up  to  $5.90  the  following  ye 
-Carol  M.  Crop) 

Pulling  for  Pulitzer 

St.  Louis-based  Pulitzer  Pi 
lishing  Co.  owns  newspapers 
the  St.  Louis  Post-Dispatch, 
Arizona  Daily  Star,  in  Tucs 
and  the  Daily  Sonthtown,  in  si 
urban  Chicago.  The  $398 
lion  (sales)  company  also  o\ 
eight   tv    stations,  incluq 
wesh,  the  NBC  affiliate  it 
bought  in  the  Orlando/Dayt< 
market.  Now  pending  FCC 
proval  is  Pulitzer's  purchase 
Des  Moines'  KCCI,  the  CBS  af 
ate  that's  number  one  in  its  nj 
ket.  The  pair's  price:  $165  million 
Last  year  the  broadcast  group 
counted  for  30%  of  Pulitzer's  t< 
sales  and  55%  of  cash  flow.  If  the 
deal  goes  through,  those  figures 
rise  to  37%  and  60%,  respectively 
Wall  Street  is  underwhelmed.  ! 
March  Pulitzer's  NYSE-listed  stoc 
dropped  from  393/4  to  a  recent  28 
Morgan  Stanley  analyst  Lanny  I 
er  argues  Pulitzer  is  oversold.  Th 
to  its  TV  stations,  all  network  affil 
in     markets    with  above-avei 
growth,    Baker   expects  Pulit2 
earnings  to  compound  at  17% 
the  next  five  years — versus  an  avei 
13%  for  other  broadcast/newsp 
companies.  "And  I  haven't  even 
tored  into  my  numbers  a  signifi 
cyclical  recovery  potential  for  tin 
Louis -Post  Dispatch,''''  he  says. 

At  current  prices  Pulitzer  selli 
under  seven  times  Baker's  estimai 
1994  cash  earnings  (depreciat 
amortization  and  net  income),  ve 
an  average  of  nearly  ten  times  tot 
other  broadcast/newspaper  stocl 
follows.  Baker  thinks  Pulitzer  < 
will  recover  to  at  least  36  over  the 
1 2  months;  that  would  be  a  24%  i 
But  bear  in  mind:  The  stock  is  tl 
traded.  The  Pulitzer  family,  m 
through  a  trust,  owns  over  70%  o 
nearly  13  million  shares  outstand 
Does  Baker's  optimism  have 
thing  to  do  with  the  fact  that  Mo 
Stanley  recently  comanaged  a  1 .3 
lion  share  offering  for  Pulitze 
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5  a  share?  Baker's  retort:  "I'm 
;oing  to  jeopardize  my  rep- 
n  with  institutional  buyers 
/erstating  Pulitzer's  earnings 
tions."  -Howard  Rudnitsky 

ical  bargain 

rocK  of  $1 .8  billion  (revenues) 
a  Group  Inc.  has  dropped  near- 
'a  since  January  1992.  Recent 
)rice,  29.  Behind  the  Chicago- 
company's  decline?  Disap- 
ng  earnings  at  Pitman-Moore, 
maJ  health  division,  which  ac- 
>  for  about  35%  of  sales.  Also 
ing  investors  is  the  possible  im- 
>f  health  care  reform  on  Mal- 
)dt,  Imcera's  medical  division, 
accounts  for  over  40%  of  sales, 
balance  of  Imcera's  business 
from  specialty  chemicals.) 
r,  Stearns  analyst  J.  Jeffrey 
sees  the  selloff  as  a  buying 
tunity.  He  says  the  problems  at 
n-Moore,  where  earnings  fell 
ist  year,  have  largely  been  ad- 
d  by  the  firing  of  its  top  brass, 
management  plans  to  lay  off 
1,000  workers  over  the  next 
:ars  and  close  up  to  11  plants, 
moves,  says  Cianci,  will  help 
vision's  earnings  double,  to  $90 
i,  by  1995. 

•  does  Cianci  think  Mallinkrodt 
e  hurt  much  by  health  care 
l.  Its  products,  he  notes,  are 
r  life-sustaining,  diagnostic  inl- 
and scanning  systems  for  critical 
and  cancer  patients — an  area 
•awing  particular  flak  from  the 
lers.  Moreover,  Imcera's  new 

•  imaging  agent,  Octreoscan, 
)tten  high  marks  from  the  FDA 
)uld  be  approved  by  year-end. 
"oduct,  the  first  of  its  kind  in  the 
identifies  locations  of  metasta- 
:ancer  so  physicians  can  deter- 
vhere  to  treat  it. 

nci  estimates  Imcera  will  earn 
a  share  in  the  current  fiscal  year, 
%  from  the  $1.68  it  posted  for 
ar  ended  June  30.  He's  looking 
further  21%  gain,  to  $2.60  a 
in  fiscal  1995.  So  the  stock's 
;  for  a  reasonable  13.5  times  his 
tion  for  the  current  fiscal  year, 
i  sees  the  stock  as  high  as  45 
i  12  months.  There  are  some  77 
n  shares  outstanding. 

-James  M.  Clash  h 
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We  Get  a  Good 
Return  on  Our  Investment- 


The  Nature  Conservancy  takes  a 
business  approach  to  protecting 
our  natural  world.  Through 
creative  techniques  like  debt-for- 
nature  swaps,  we  are  investing  in 
millions  of  acres  of  tropical  forest 
throughout  Latin  America 


so  that  jaguars  and  other  rare 
species  can  return  to  their  jungle 
breeding  grounds.  Join  us,  and 
make  an  investment  in  our 
natural  heritage.  Future  return: 
isn't  that  what  investment  is  all 
about? 


Conservation  Through  Private  Action 
For  more  information,  call  toll-free  1-800-628-6860. 

(or  write  The  Nature  Conservancy,  Box  PSA,  1815  >4.  Lynn  Street,  Arlington,  VA  22209) 
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|  Baker  Affirms  Jai 
AsFinalPulloutI 
To  Avert  a  War  in 


If  you  like  the  Trib 

when  you're 
travelling,  why  not 
get  it  at  home? 

Now  the  International  Herald 
Tribune  offers  same  day 
delivery  in  many  U.S.  cities. 

For  your  daily  international 
briefing  -  with  features  on 
travel,  fashion,  global 
investing  and  much,  much 
more,  call  us  toll  free: 

1-800-882-2884 


Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


MMhe  land  we're  offering  is  far 
I  from  the  crowds  and  rat  race  of 
A  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Enrol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  5WK5 
Ft:  Garland,  CO  81133. 


Obtain  the  Property  Report  required  by  Federal  iaw  and  read  it  before  signing  anything  No  Federal  agency  has 
|udged  the  merits  or  value,  if  any.  of  this  property  Equal  Credit  and  Housing  Opportunity.  A  statement  and  offering 
s'atement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  approval 
of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
Ranches.  NYA86-1 53.  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value  Obtain  the  New  Jersey  Public 
'  tbefore  sioninqanylhinq.  NJA  #60686004  CO.  Florida  AD  20537 
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lore  things  change . . ." 
ars  ago  in  Forbes 

he  issue  of  August  18,  1923) 


>20s  modern  towboats  began  to 
the  oid  river  stern-wheelers. 


ling  aside  its  tears  of  sorrow 
e  loss  of  the  Chief  Executive 
tnt  Harding],  who  had  en- 
tiimself  to  the  entire  nation,  the 
s  community  has  again  set  itself 
>ming  the  future.  Bears  on  the 
ate  future  of  American  busi- 
no  longer  in  good  company." 

na  now  imposes  a  tax  of 
per  gallon  on  sales  of  gasoline, 
>ceeds  going  to  the  highway 
June  was  the  first  month  this 
s  in  effect,  and  that  month 
onswere  $317,959  " 

ars  ago 

he  issue  of  August  15,  1933) 
far,  predominating  attention 
)ortance  have  been  attached  to 
ing  work  hours,  increasing  the 
r  of  wage  earners,  raising 
And  there  has  been  virtually  no 
ed  protest.  But  shorter  work 
expanded  working  forces  and 
ay  envelopes  cannot  be  main- 
unless  employers  can  make 
eet.  The  very  next  concern  .  .  . 
:  the  fostering  of  conditions  and 
ons  calculated  to  make  the 
of  reasonable  profits  possible." 

prospective  tenants  now  tak- 
tric  refrigerators  for  granted  in 
snt  houses,  landlords  are  turn- 


ing to  washing  machines  as  a  competi- 
tive selling  point.  And  washing  ma- 
chine manufacturers,  scenting  a  new 
market,  are  going  after  apartment 
house  business  aggressively.  .  .  .  The 
common  practice  is  to  place  a  metered 
machine  in  the  basement  of  the  build- 
ing [where]  the  tenant .  .  .  puts  a  coin 
in  the  slot  for  20  minutes  or  an  hour  of 


service. 


50 


years  ago 


(From  the  issue  of  August  15,  1943) 
"Washington's  new  Statler  Hotel  is 
offering  the  last  word  in  service  by 
providing  rooms  with  individual  air- 
conditioning  units  that  permit  each 
guest  to  create  his  own  weather 
conditions." 

"In  the  seven  years  immediately  pri- 
or to  our  entry  into  the  war,  the 
number  of  farms  receiving  central  sta- 
tion current  was  lifted  from  743,954 
to  nearly  2,500,000.  The  increase  in 
farm  electrification  was  greatest  in  the 
three  years  before  Pearl  Harbor." 


Some  40%  of  U.S.  farms  were  electrified 
by  the  time  the  U.S.  entered  World  War  II. 

25  years  ago 

(From  the  issue  of  August  15, 1968 ) 
"The  performance  idea  [in  mutual 
hinds]  is  not  universally  accepted,  of 
course.  But  it  is  widespread  enough  to 
have  enabled  the  performance  funds 
to  take  over  70%  of  the  new  sales  in 
the  fund  market,  vs.  30%  ten  years 
ago.  It  is  prominent  enough  to  scare 
the  old,  big,  conservative  mutual  fund 
organizations." 

"If  British  companies  want  to  in- 
crease their  sales  in  the  U.S.,  they've 
got  to  learn  marketing  and  use  it  the 
way  Americans  do,  not  just  consumer 
goods,  but  capital  goods,  services, 


Schweppes 
Chairman  Com- 
mander Edward 
Whitehead  would 
like  to  try  his 
marketing  skills 
in  a  U.S.-U.K.- 
Canada  common 
market. 


banking,  insurance  and  shipping; 
they've  got  to  stop  being  so  stuffed- 
shirt  about  waiting  for  buyers  to  come 
to  them." 

-Schweppes'  Chairman  Whitehead 

"The  boom  on  Wall  Street  has  creat- 
ed a  labor  shortage  in  New  York's 
securities  houses,  but  it's  even  worse 
in  the  California  brokerage  business. 
'All  we're  interviewing  out  there,' 
says  Robert  Cuddy,  manager  of  pro- 
fessional employment  for  Bache  & 
Co.,  'are  runaways,  would-be  movie 
stars,  surfboarders  and  college  and 
family  dropouts.  It's  the  runaway 
state.'  Cuddy  says  that  for  every  man 
he  hires  on  the  Coast  he  must  inter- 
view 40  applicants,  compared  with  20 
in  New  York." 

10  years  ago 

(From  the  issue  of  August  15, 1983) 
"Assistant  Managing  Editor  Paul 
Sturm  searched  for  a  precedent  to  the 
forthcoming  breakup  of  AT&T.  He 
found  a  rough  one  in  the  old  Standard 

011  Trust.  On  May  15,  1911  the 
Supreme  Court  ruled  that  John  D. 
Rockefeller's  empire  must  be  broken 
up.  This  decision  set  off  a  chain  of 
events  that  made  a  lot  of  brokers  rich 
and  also  set  off  a  beneficial  explosion 
of  business  initiative  and  competition. 
The  resultant  boom  in  stock  trading 
led  Teddy  Roosevelt,  ex-President  by 
then,  to  remark  that  Wall  Street  owed 
a  great  deal  to  the  Supreme  Court." 

"College  students  can  expect  a  9%  to 
10%  increase  in  tuition  and  fees  this 
fall,  according  to  the  American  Coun- 
cil on  Education.  Students  at  public 
colleges  and  universities  will  spend  an 
average  of  $4,618  for  tuition,  fees, 
room  and  board  during  the  1983-84 
season,  says  the  ace,  while  those  at 
private  universities  will  face  average 
expenses  of  about  $8,939."  WM 
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Do  too  many  executives 
still  indulge  in  the 
short-sighted  habit 
of  issuing  orders 
without  taking  the 
slightest  pains  to 
explain  to  those 
responsible  for  carrying 
them  out  the  whyfor  and 
wherefor  of  the  orders? 
Where  employees  come  in 
daily  and  hourly  contact 
with  the  public,  surely 
it  is  important  that 
care  be  taken  to  fit  them 
to  reply  intelligently  to 
courteous  questions. 
"Because  them  are  orders' 
isn't  a  satisfying  reply — 
even  less  satisfactory 
to  the  management  than 
to  the  public. 


-B.C.  Forbes 

Sing  not  of  birthing  joys, 
Mourn  not  the  totless  knee; 

For  every  child  that's  born 
Makes  each  of  us  less  free. 

-Art  Buck 

It's  hard  to  believe  that 
some  day  I'll  be  an  ancestor. 
-Robert  FIalf 

How  is  the  world  ruled  and 
how  do  wars  start?  Diplomats 
tell  lies  to  journalists  and 
then  believe  what  they  read. 

-Karl  Kraus 

The  future  holds  little  hope 
for  any  government  where 
the  present  holds  no  hope 
for  the  people. 

-Lyndon  Johnson 

There  are  many  humorous 
things  in  the  world;  among 
them,  the  white  man's  notion 
that  he  is  less  savage  than 
the  other  savages. 
-Mark  Twain 


A  Text... 

Give,  and  it  shall  be 
given  unto  you;  good 
measure,  pressed  down, 
and  shaken  together,  and 
running  over,  shall  men 
give  into  your  bosom. 
For  with  the  same  measure 
that  ye  mete  withal  it 
shall  be  measured  to 
you  again. 
-LUKE  6:38 


Sent  in  by  Dennis  Flynn,  Papil- 
lion,  Nebr.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


If  television  encouraged 
us  to  work  as  much  as 
it  encourages  us  to 
do  everything  else,  we 
could  better  afford  to  buy 
more  of  everything  it 
advertises. 

— CULLEN  HlGHTOWER 

Everything  we  feel  is  made 
of  Time.  All  the  beauties  of 
life  are  shaped  by  it. 

-Peter  Shaffer 

Human  beings  are  the  only 
creatures  who  are  able 
to  behave  irrationally 
in  the  name  of  reason. 

-Ashley  Montagu 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $59.50  ($23.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $23.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  IA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


The  allurement  that  w  omen 
hold  out  to  men  is 
precisely  the  allurement 
that  Cape  Hatteras  holds 
out  to  sailors:  They  are 
enormously  dangerous 
and  hence  enormously 
fascinating. 
-H.L.  Mencken 

Time  ripens  all  things. 
No  man's  born  wise. 

-Cervantes 

Nature  cares  nothing  for 
our  logic,  our  human 
logic;  she  has  her  own, 
which  we  do  not  recognize 
and  do  not  acknowledge 
until  we  are  crunched 
under  its  wheel. 

-TURGENEV 

It  is  the  test  of  a  good 
religion  whether  you  can 
make  a  joke  about  it. 

-G.K.  Chesterton 

The  roulette  table  pays 
nobody  except  him  that 
keeps  it.  Nevertheless,  a 
passion  for  gambling  is 
common,  though  a  passion 
for  keeping  roulette 
tables  is  unknown. 
-George  Bernard  Shaw 

No  one  ever  keeps  a  secret 
so  well  as  a  child. 

-Victor  Hugo 

We  do  not  have  to  visit 
a  madhouse  to  find 
disordered  minds;  our 
planet  is  the  mental 
institution  of  the 
universe. 
-Goethe 

As  long  as  war  is  looked  upon 
as  wicked,  it  will  always 
have  its  fascination.  When  it 
is  looked  upon  as  vulgar,  it 
will  cease  to  be  popular. 
-Oscar  Wilde 
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toward  a  new  GM  car  or  truck. 

Plus  all  the  advantages 
)     of  a  Gold  MasterCard." 


This  Isn't  Just  A  Baseball  Glove. 
It's  A  $3.75  Bonus. 


A  ball  glove  here,  a  dinner  there,  a  leather 
chair  for  the  living  room. .  .it  all  adds  up 
Every  time  you  use  your  new  GM 
Gold  MasterCard,  you  earn  a  5% 
GM  Bonus-up  to  $1,000  a  year- 
toward  the  purchase  of  a  new  GM  car 
or  truck.  Savings  that  are  over  and  above 
your  best  deal,  any  rebates  or  incentives. 

The  5%  GM  Bonus  even  applies  to  balance 


transfers*  So  you  can  pay  off  any  other 
credit  cards  or  loans,  and  earn  5%  on 
money  you've  already  spent! 
All  this... and  all  the  advantages 
of  a  Gold  MasterCard] 

No  catches. 

To  apply  for  your  GM  Gold  Card? 
phone  us  toll-free  at  1-800-846-2273. 


SM 


Don't  Spend  More,  Spend  Smarterr  The  GM  Gold  Card! 

Offer  is  redeemable  as  discount  on  purchase  or  lease  ot  a  new  GM  car  or  truck.  Up  to  SI, 000  annually,  or  maximum  of  $7,000  over  7  years  Mas  be  combined  with  other  offers  Subject  to  GM  Gold  Card 
Rebate  Program  Rules  Bonus  based  on  MSRP  of  $75.00.  Spalding  is  a  registered  trademark  of  Spalding  and  f  venflo  Companies,  Inc.  There  is  no  transaction  fee  for  Transfer  Checks,  normal  finance  charges 

apply  from  the  date  of  posting.  ©19<M  General  Motors  Corporation 


For  the  v    "*^H  BP  row, 
FORTUNE  rates 
TheGuarci         .     of  every 
other  major  insuiance  company 
in  an  important  category. 

FORTUNE®  magazine  knows  how  to  judge  the 
financial  strength  of  companies.  That's  why 
The  Guardian  is  so  proud  to  have  been  recognized 
again  by  Fortune  as  the  #1  insurance  company 
of  the  50  largest  in  America  based  on  net  income 
as  a  percent  of  assets.  And  that's  a  major  factor 
in  determining  an  insurer's  financial  strength. 

Profitability:  The  Key  to 
Long-Term  Value 

In  a  year  in  which  we  experienced  record  sales 
growth,  The  Guardian  showed  a  significant 
gain  in  operations  in  1992.  But  we  didn't  reap 
this  gain  at  the  expense  of  products,  services  or 
future  operations.  In  1992,  we  also  paid  out  a 
record  amount  of  policyowner  dividends, 
introduced  major  new  product  innovations  and 
strengthened  the  Company's  reserves  which 
back  future  claims. 

Asset  for  asset,  The  Guardian  is  one  of  the 
most  efficient  financial  institutions  in  the 
world.  Our  $117  million  1992  Operating  Gain 
is  bigger  than  that  of  companies  two  and  three 
times  our  Asset  size. 

Our  Capital  Strength  is  Our 
Net  Worth 

The  Guardian's  16.4%  Capitalization  Ratio  is 
outstanding  . .  .  not  only  when  compared  to  an 
average  life  insurance  company,  but  when  com- 
pared to  the  very  best  insurers. 

Because  of  The  Guardian's  Capital  position,  we 
can  invest  in  the  Company's  future  .  .  .  without 
incurring  debt  of  any  kind. 

Over  A  Century  Of  Quality 

The  Guardian  has  built  its  reputation  of 
strength  and  stability  one  day  at  a  time  since 
1860.  That's  over  a  century  of  delivering  quality 
products  and  service  to  individuals,  groups  and 
corporate  policyowners.  And  over  a  century  of 
making  sure  our  fiscal  house  is  in  order. 

Put  us  to  the  test  for  your  next  purchase. 

Call  1-800-662-1006. 

You'll  learn  more  about  the  financial  strength 
that  makes  The  Guardian  "The  Best  of  the 
Best"  and  more  about  our  superior  products 
and  services  for  Life  Insurance,  Group  Insurance, 
Reinsurance,  Disability  Income  Protection,  or 
Equity  Products.* 


4^  The  Guardian 

The  Intelligent  Choice3 

Since  1860 


"Equity  products  are  offered  through  Guardian  Investor 
Services  Corporation*  a  wholly-owned  subsidiary  of 
Guardian  Insurance  and  Annuity  Company. 

Data  which  demonstrates  our  financial  strength  is  taken 
from  the  1992  Annual  Report. 


©1993  The  Guardian  Life  Insurance  Company  of  America 
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IBM  is  prodding 
its  scientists  to 
think  more  like 
entrepreneurs — 
focusing  on 
products  the 
company  can 
sell  rather 
than  blue-sky 
research.  "We 
want  you  to  be 
more  worldly." 
HBM  42 


MANAGEMENT/CORPORATE  STRATEGIES 
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Eastman  Kodak 

By  Subrata  N.  Chakravarty  and  Amy  Feldman 
Eastman  Kodak  Co.'s  present  prob- 
lems relate  to  decisions  made  and  not 
made  years  ago. 


Boston  Edison 

By  Manjeet  Kripalani 

As  a  stodgy  old  industry  adapts  tea 
competition,  Bernard  Reznicek  ia 
quietly  pushing  Boston  Edison  from! 
being  a  laggard  to  becoming  a  leader. 


ON  THE  COVER 


The  Annual  Fund  Survey  begins 
with  a  table  of  contents  on  page  82. 
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IBM  42 

By  James  R.  Norman 

What  did  Louis  Gerstner  mean  when 
he  said  that  the  last  thing  IBM  needed 
right  now  was  a  vision?  To  understand 
what  he  was  driving  at,  visit  the  com- 
puter giant's  vaunted  research  labs 
and  talk  with  the  boss. 

Merck  44 

By  Howard  Rudnitsky 

In  acquiring  Medco,  Merck  is  gam- 
bling that  it  can  swallow  a  young, 
entrepreneurial  outfit  without  de- 
stroying its  spirit. 

Weirton  Steel  45 

By  Robert  Lenznerand  Kate  Bonner 
The  union  that  controls  Weirton  Steel 
is  angry  at  the  chairman  and  his  attor- 
ney friend,  whose  firm,  the  union 
says,  is  trafficking  with  the  enemy. 


Summit  Health  491 

By  Toddi  Gutner 

How  a  tough-minded  accountant  re- 
focused  the  business  and  turned  it 
into  a  model  of  what  for-profit  hospi- 
tals can  do. 

Starting  Your  Own  Business: 
National  MD 

By  Gary  Slutsker 
Ray  Dalton  had  two  important  things 
going  for  him:  military  training  and  aj 
wife  who  believed  in  him. 

Up  &  Comers: 

Harvey  Comics  Entertainment  61 

By  Nina  Munk 

How  28 -year-old  Jeff  Montgomery! 
breathed  new  life  into  Casper,  the 
Friendlv  Ghost. 


Four  Heavenly  Kings  51 

By  Andrew  Tanzer 

With  Rupert  Murdoch's  purchase  ol 
Star  TV,  he  goes  smack  against  a  well- 
heeled  Hong  Kong  outfit  for  the  ad 
tention  of  the  w  orld's  biggest  audi- 
ence— the  Chinese. 
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Gigabytes  66 

By  David  C.  Churbuck 

How  a  mom-and-pop  computer 
company  produced  a  new  optical  disk 
drive  that's  the  envy  of  the  industry 
heavyweights.  Also:  Commentary  by 
Joseph  R.  Garber. 
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TV  Dynamite  72 

By  Peter  Huber 

Local  broadcasting  is  ripe  for  a  frenzy 
of  spinoffs,  mergers  and  acquisitions. 
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Resetting  The  Internal  Clock  74 

By  Katarzyna  Wandycz 

A  new  medication  not  yet  on  the 
market  may  help  fight  jet  lag.  Until 
it's  ready,  here  are  some  practical  tips. 

All  This  And  Luxury,  Too  76 

By  Jerry  Flint 

The  trendiest  vehicles  around  are  the 
luxury  four-wheelers.  Be  trendy  with- 
out seeming  to  want  to  be. 

Collectors: 
Flesh  And  Fantasy 

By  Christie  Brown 

Long  scorned  by  the  art  snobs,  Pre- 
Raphaelite  art  is  back  in  vogue,  and 
prices  are  taking  off. 
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What  would  y| 
A  Mercedes  300E  o 


Full  page  ads  have  been  devoted  exclu- 
sively to  leather  upholstery. 

Entire  commercials  tout  car  stereos 
more  impressive  than  those  found  in 
most  homes.  And  campaigns  have  been 

built  around  cars  being  unceremoni- 
ously dropped  off  buildings. 

At  Mercedes-Benz,  we  take  a  slightly 
different  view  of  what's  important  in  an 
automobile.  Namely,  the  automobile. 

You  see,  while  other  car  compa- 
nies have  been  busy  creating  niches, 


around  a  philosophy  that  you  should 
never  have  to  choose  between  safety, 
performance,  durability  or 
comfort. 


safety  systems  than  any  other  li 
luxury  cars*  Front  and  rear  (  nil 
zones  pioneered  by  Mercedes 


we've  been  creating  one  of  the  finest 
engineered  cars  in  the  world. 

The  Mercedes  300E.  A  car  built 


First  and  quite  possibly  foremost, 
let's  not  forget  that  every  300E  is  a 
Mercedes-Benz,  cars  with  more  advanced 


underhood  components  that  are 
gered  to  help  prevent  intrusion  in 
passenger  cabin  and  front  seats  bi 


'A MCI  Review  93  Safety  Features  Standard  on  all  Mercedes.  '  'Automobile  Magazine.  March,  1993.  Air  bags  are  supplemental  restraints  Please  always  wear  your 


Hi 


rather  drive? 


lerely  a  piece  of  one. 


who  called  the  3001:  "a  brilliant  bal- 
ance of  ride  comfort  and  handling."** 
And  while  it's  certainly  no  reason 
to  buy  a  car,  it  goes  without  saying 
that  our  leather  upholstery  is  as  soft 

as  butter,  our  wood  trim  is  meticu- 

Glove  Soft  Leather  Seats  i. 
—    i  i  -  « 


nd  30  mile  per  hour  car-to-car 


pacts  are  all  designed  to  help  pro- 


in  the  event        *  **  — — —  m 


leather  seats,  designed  to  endure  up  to 


one  million  sittings,  add  to  longevity. 


lously  hand  finished  and  our  ten- 
speaker  sound  system  will  impress 
even  the  most  discerning  audiophile. 
So  the  question  remains.  What 


ision.  As  is  a 
dual  threshold 


EXHILARAT IMG  PERFORMANCE 


i  with  uncomnromisinn  rhfaartrr'^zr:.nr*  wat  fullv  anngr'.^sd  !  z,rirwnn  ovnonpn^ 


nental  restraint  system  that's  far 
imprehensive  than  air  bags  alone, 
e  of  the  most  substantial  benefits 
)E  is  substance.  Over  4500  welds 
i-part  coating  system  assure  an 
)ly  durable  vehicle.  And  interior 
such  as  steel  seat  frames  and 


If  oneness  with  the  road  is  what 
you're  seeking,  we  can  describe  the 
performance  characteristics  of  a  300E 
as  eloquently  as  the  next  guy.  Exhila 
rating,  exuberating,  a  driving  experi- 
ence equal  to  none.  But  perhaps  it's  bet- 
ter described  by  Automobile  Magazine 


would  you  rather  spend  your  money 
on?  A  luxury  car,  or  a  luxury  car  part. 
For  additional  information,  call 

1-800-759-5685. 


Mercedes-Benz 
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Jason  Zweig 


What  do  funds  and  frescoes  have  in  common? 

Anyone  with  a  compu ter  these  days  can  do  mutual  Rind  rankings, 
but  only  Forbes  has  40  years'  experience  in  the  field,  which  probably 
explains  why  our  Annua!  Mutual  Fund  Survey  continues  to  stand  out 
in  a  crowded  field.  We  got  a  chuckle  a  few  months  ago  when  a  much 
promoted  new  personal  finance  magazine  ran  a  cover  story  about 
mutual  funds.  The  article  picked  what  it  said 
were  the  seven  best  you  can  buy.  But  it  forgot 
something.  There  was  no  consideration  given  to 
annual  expense  ratios.  It's  like  providing  a  shop 
per's  guide  to  cars  without  mentioning  their 
prices. 

So  what  do  we  do  differently?  Our  honor  roll 
rewards  not  straight-line  performance  but  con- 
sistency of  results  and  preservation  of  capital  in 
downswings.  Our  Best  Buy  rankings,  expand- 
ed this  year  to  cover  more  funds  and  provide 
more  detail  on  each,  balance  past  performance 
against  costs. 

Our  mutual  fund  column  has  for  the  past  year  been  in  the  able  and 
knowing  care  of  Jason  Zweig,  34,  a  six-year  veteran  of  the  Forbes 
editorial  staff.  Zweig  trained  for  his  fund  job  by  studying  art  history 
at  Columbia  University.  What,  no  economics  or  statistics?  Zweig 
puts  it  this  way:  "Sure,  it's  a  long  haul  from  the  frescoes  of  Giotto  to 
Sharpe  ratios  and  sales  loads.  But  the  same  skills  apply:  Mastering 
proper  composition,  the  orderly  placement  of  objects  in  space, 
heightens  your  ability  to  sense  when  something  is  amiss.  And  a  gifted 
portfolio  manager  achieves  the  same  effect  as  a  good  artist:  Every- 
thing works  together  in  simple  harmony." 

What  kind  of  a  magazine  are  you,  anyhow.5 

People  sometimes  ask  me:  Is  Forbes  a  business  magazine?  Or  a 
financial  magazine?  My  answer  is  that  this  is  a  distinction  without  a 
difference.  I  have  rarely  met  a  good  business  executive  who  is  not  also 
an  investor,  nor  have  I  ever  met  a  really  successful  long-term  investor 
who  did  not  take  a  lively  interest  in  the  quality  of  the  managers  and 
the  philosophy  of  the  managers  who  run  the  businesses  he  invests  in. 
Management  and  finance  are  just  different  sides  of  the  same  coin. 

This  issue  is  a  good  example  of  this  duality  of  management  and 
finance  in  the  pages  of  Forbes.  In  our  annual  mutual  fund  report  we 
do  a  sophisticated  analysis  of  fund  performance  for  investors.  But 
other  articles  in  the  issue  are  not  about  numbers  but  about  business 
managers  and  how  they  deal  with  the  problems  they  and  other 
managers  face.  For  example,  "The  vision  thing"  on  page  42  tells  how 
IBM  under  its  new  management  is  redirecting  the  energies  of  its 
famed  research  labs.  "Anticipating  Hillary"  on  page  44  goes  behind 
the  scenes  at  Merck's  proposed  acquisition  of  Medco  and  sees  it  as  a 
giant  risk  taken  to  avoid  even  worse  risks.  "The  road  not  taken"  on 
page  40  analyzes  Eastman  Kodak's  ouster  of  its  chief  executive  and 
explains  why  Kay  Whitmore  was  the  wrong  man  for  the  job  from  the 
day  he  assumed  office. 

Management?  Finance?  You  really  can't  understand  one  if  you 
don't  understand  the  other. 


Editor 


Forbes  ■  August  30,  1993 


Liberal 


Conservative. 


Populist 


An  office  printer  for  everyone. 


The  new  HP  DeskJet  1200C. 
$1  r*r\r\* 


1,699: 


Finally,  someone  has  brought  high- 
quality  color  and  black  &  white 
printing  to  the  people. 

TheHewlett-tickard  DeskJet  L200C 
represents  a  new  class  of]  )esk.let 
printers,  and  it  will  change  the  way 
you  thinkabout  printing  in  theoflke. 

For  the  clean;  conserval ive  look,  the 
I  teskJel  L200( !  prints  sharp  black 
&  white  at  business  printer  speeds 
of  up  to  six  pages  per  minute.  At 
the  same  t  ime,  it  gives  you  easy 
access  to  liberal  amounts  of  color. 
You  get  bright,  sharp  color  graphics 
and  type  on  plain  paper. 

Not  only  does  the  DeskJet  1200< ' 
give  you  great -looking  print  quality, 
but  its  as  easy  to  use  as  a  LaserJet 
printer.  And  there  are  powerful 
options  available  for  PostScript* 
printing  and  net  working. 

To  find  out  more  about  the  perfeel 
printer  for  the  masses,  call 
1-800-552-8500,  Ext.  7397  for  the 
name  of  t  he  I  IP  dealer  nearest  you.  t 


DeskJet  Printers 
Make  it  happen. 
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HEWLETT 
PACKARD 


SOMETIMES  WHEN 

oh  HAVE 

A  GREAT  IDEA  YOU 
WANT    TO  TELL 

THE  WORLD 


l  I 


Okay,  so  you're  not  the  kind  of  person 
to  shout  it  from  the  rooftops.  Maybe  a 
global  fax  is  more  your  style.  An  inter- 
national videoconference,  even  better 

At  Sprint,  we  grasp  the  concept. 
Ard  we  believe  in  great  ideas.  After  all, 

©  1993  Sprim  Communications  Company  L.H 


we  had  enough  faith  in  a  little  thing 
called  fiber  optu  \  to  launch  a  global 
network  back  in  1986.  And  today  we're 
the  only  communications  company  to 
offer  local,  global  and  cellular  capa- 
bility. Not  to  mention  the  power  to 


communicate  with  over  290  counti 
and  locations  around  the  world  ar 
connection  so  clear  you  could  hea 
a. .  .well, you  know. 

But  alas,  man  does  not  live  by  « 
nology  alone.  So  it's  nice  to  know  1 


a. 


imunications  company  you  can 
lly  communicate  with.  At  Sprint, 
ice  more  value  on  helping  people 
forward,  than  getting  them 
That  means  delivering  the  future, 
f.  than  just  promising  it. 


So  the  next  time  you  have  a  great  Because  with  Sprint  you  have  the 

idea,  don't  be  shy.  And  don't  wait  for  world  now.  And  the  power  to  share  it 

someone  else  to  bring  you  the  technol-  with  anyone,  anywhere,  anytime, 
ogy  that  lets  you  spread  the  word. 


Be  there  now. 

1-800-PIN-DROP 
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Overhaul  time? 

More  rHAN  three  years  ago  Forbes 
argued  the  contrarian  view  that  envi- 
ronmental policy  was  based  more  on 
misleading  statistics  and  emotional 
perception*  of  risk  than  on  solid  scien- 
tific analysis  of  which  hazards  posed 
the  greatest  risks  (Apr.  30,  1990). 

Now  the  notion  that  the  U.S.  does 
a  poor  job  of  allocating  money  and 
expertise  to  fight  pollution  is  more 
widely  accepted.  According  to  a  re- 
port released  in  May  by  the  Washing- 
ton-based Center  for  Resource  Eco- 
nomics, the  Environmental  Protec- 
tion Agency  spends  an  estimated  20% 
of  its  budget  on  the  most  serious 
pollution  problems,  while  the  rest 
goes  to  deal  with  lower- risk  contami- 
nation, such  as  toxic-waste  sites. 

"We're  not  putting  our  money 


Lab  rat  at  weigh-in 
Laws  based  on 
feeding  rodents 
all-you-can-eat 
buffets  are  coming 
under  scrutiny. 


where  we  can  get  the  best  bang  for  the 
buck,"  concedes  Mike  Synar,  the 
Oklahoma  Democrat  who  is  chair- 
man of  a  House  subcommittee  on  the 
environment. 

Of  course  it  was  Congress  that  over 
the  last  15  years  enacted  the  crazy 
quilt  of  laws  that  resulted  in  strict 
standards  for  toxic  compounds  in  air, 
water  and  soil.  Most  were  based  on 
rodent  studies  whose  results  are  being 
increasingly  questioned. 

So  pressure  is  building  in  some 
quarters  for  a  major  overhaul  of  envi- 
ronmental laws.  For  example,  Marc 
Smolonsky,  director  of  the  Environ- 
mental Budget  Priorities  Project  at 
the  Center  for  Resource  Economics, 
says  the  nation  would  be  better  off 
streamlining  existing  statutes  into  a 
flexible  umbrella  law.  "'It  would  be 
more  protective  of  the  environment, 
less  cumbersome  to  industry  and  in 
the  long  run  cost  less,"  he  says. 

But  Congress,  as  usual,  seems  con- 
tent to  merely  tinker.  In  May  the 
Senate  overwhelmingly  passed  legis- 
lation that  would  elevate  the  EPA  to 
Cabinet-level  status.  But  the  bill  is 


expected  to  face  opposition  from  I 
House  liberals  who  object  to  a  provi- 
sion that  would  require  the  agency  to 
weigh  the  economic  costs  and  heaith 
benefits  of  all  its  regulations. 

For  his  part,  Senator  Daniel  Moyni- 
han  (D-N.Y.)  has  proposed  a  risk 
assessment  bill  that  would  create  spe- 
cial committees  to  periodically  rank 
environmental  risks  and  estimate  the 
costs  and  benefits  of  environmental 
regulations.  There  is  also  talk  of  pro- 
viding states  and  municipalities  some 
relief  from  costly  federal  mandates. 

SOES  bandits 

A  year  ago  (Sept.  28,  1992)  Forbes 
reported  on  "soes  bandits" — traders 
challenging  the  monopoly  of  the  Na- 
tional Association  of  Securities  Deal- 
ers' marketmaker  members.  Their  ve- 
hicle: the  nasd's  Small  Order  Execu- 
tion System,  or  SOES,  which  allows 
automated  execution  of  orders  up  to 
1 ,000  shares. 

Under  soes,  each  marketmaker 
must  trade  at  its  posted  quote  price. 
Transactions  are  automatically  as- 
signed to  a  marketmaker  with  the 
highest  bid  or  lowest  offer  at  the  time. 
The  "bandits"  typically  follow  the 
price  changes  of  the  leading  market- 
maker  in  a  given  stock,  hoping  to 
catch  short-term  trading  trends. 

All  that  may  soon  change.  Pending 
at  the  Securities  &  Exchange  Com- 
mission is  an  NASD  proposal  to  reduce 
the  maximum  soes  order  to  500 
shares  and  eliminate  short-selling 
through  soes,  among  other  things. 
The  NASD  also  wants  sec  approval  to 
replace  soes  with  an  order  routing 
and  execution  system — a  step  back 
that  would  give  marketmakers  wiggle 
room  to  accept  or  decline  trades. 

To  help  justify  the  changes,  the 
\  VSD  has  proffered  a  study  suggesting 
that  soes  traders  increase  volatility.  A 
more  likely  explanation:  suspicious 
trading  of  Nasdaq  stocks  by  dealers 
for  their  own  accounts  (Aug.  16). 

Harvey  Houtkin,  chief  executive  of 
Suffern,  N.Y. -based  discount  broker 
All-Tech  Investment  Group,  one  of 
the  largest  of  about  25  firms  active  in 
SOES  trading,  says  he's  tried  to  get  SEC 
staffers  to  visit  his  operation  since 
1988,  to  no  avail.  "I'm  just  asking 
that  these  people  do  a  fair  and  impar- 
tial evaluation  of  what's  going  on 
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This  is  a  good  distance  for  kids  to  sit  from  the  television 


Lnd  now,  for  your  viewing  pleasure, 
i  bring  you  the  1994  Range  Rover 
)unty  LWB. 

Take  your  family  up  into  the  moun- 
ins,  through  sweeping  canyons,  or 
wn  glistening  winter  trails,  all  the 
lile,  feeling  as  though  you  never  left 
e  comfort  of  your  own  living  room. 

In  addition  to  its  already  elegant  and 
omy  interior,  the  Range  Rover  County 
VB  has  a  108"  wheelbase,  making  it 


more  spacious  inside  than  ever. 

And  our  extraordinary'  electronic  air 
suspension  system  helps  remove  the 
kind  of  bangs  and  bumps  that  come 


RANGE  ROVER 


standard  with  ordinary'  4x4s. 

Along  with  features  such  as  electronic 
traction  control,  and  a  4.2  liter  V-8 
engine,  the  County  LWB  enables  you  to 
reach  places  even  television  hasn't. 

So  why  not  call  1-800-FINE  4WD  for 
the  nearest  dealer?  Granted,  at  just 
over  $150,000,  it's  not  exactly  considered 
a  trivial  investment. 

But  no  one  handles  the  remote  quite 
like  we  do. 


They  signed. 

now,  where's 
the  nearest 
Chart  House? 


Celebrate  your  victory 
at  the  Chart  Hou.ie. 
Prime  rib.  Lobster. 
Champagne. 
You 've  earned  it. 

Find  a  Chart  Hou.ie 
and  you  '11 find 
American  Expra,*. 


CALL  I  -800-CHT-8787 

for  the  nearest 
Chart  house 


Annapolis 
Hilton  Head 
Longboat  Key 
And  62  Other 
Great  Locations 


CHART  HOUSE 


T.  Rowe  Price  International  Stock  Fund  —one  of  the  oldest  and 
largest  international  funds — could  be  an  ideal  way  to  diversify  your 
portfolio.  Adding  foreign  holdings  could  help  increase  your  return 
potential  by  providing  exposure  to  potentially  stronger-performing 
foreign  markets.  And  it  should  help  reduce  your  portfolio's  overall 
volatility  because  foreign  economies  follow  different  cycles  than  the 
U.S.  economy. 

In  fact,  Morningstar,  an  independent  mutual  fund  research  service, 
awarded  the  Fund  4  stars  (***★)  for  its  risk-adjusted  performance. 
This  rating  puts  the  Fund  in  the  top  third  of  its  investment  category 
for  the  period  ended  6/30/93.  $2,500  minimum  ($1,000  for  IRAs). 
No  sales  charges. 

  Call  24  hours  for  a  free  report 

1-800-541-6628 


Invest  With  Confidence 


T.RoweFHce 


ISF019189 


International  investing  has  special  risks,  including  currency  fluctuations.  There  is  no  guarantee 
that  the  Fund  can  achieve  its  objectives.  Past  performance  cannot  guarantee  future  results. 
Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  6/30/93.  These 
ratings  may  change  monthly.  Ratings  are  calculated  from  the  Fund's  3-,  5-,  and  10-year  average 
annual  returns  with  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  relative  to 
3-month  Treasury  bill  monthly  returns.  Request  a  prospectus  with  more  complete  information, 
including  management  fees  and  ot^er  charges  and  expenses.  Read  it  carefully  before  you  invest 
or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


here,1'  he  says.  "Because  the  only  waV 
they  can  be  approving  these  rules  is  tcj 
be  closing  their  eyes  to  the  facts.'" 

Hot  seat 

Four  and  a  half  years  ago  Forbk< 
reported  Monsanto  Co.  was  ridiny 
high.  Chief  Executive  Richard  Ma 
honey  seemed  to  be  on  track  with  hu 
plan  to  concentrate  on  research-driv- 
en, high-margin  businesses,  notabh 
biotechnology  and  pharmaceuticals, 
rather  than  commodity  chemicals.  B\ 
1988  earnings  had  topped  $590  mil- 
lion, and  return  on  equitv  had  risen  to 
15.6%  (Mar.  6,  1989). 

But  lately  Mahoney  has  come  up 
short.  Excluding  extraordinary  items, 
earnings  last  year  were  down  to  $375 


million,  return  on  equity  to  10%.  The 
biggest  disappointment  was  the 
Searle  pharmaceutical  unit;  Mahoney 
bought  it  with  great  fanfare  in  1985 
but  took  a  $265  million  restructuring 
charge  last  year.  With  revenues  of  just) 
$1.5  billion,  Searle  was  only  halfway 
to  Mahoney's  target  of  $3  billion  by 
the  mid-1990s. 

Searle  and  Monsanto  have  yet  tq 
reap  rewards  from  a  $  1  -billion-plusi 
investment  in  biotech,  and  recent 
Searle  offerings  have  only  just  started] 
making  up  for  declining  sales  of  its 
Calan  antihvpertension  drug,  which  is 
facing  stiff  generic  competition. 

And  with  the  pharmaceutical  in- 
dustry consolidating,  some  observers 
argue  that  Searle  must  be  combined) 
with  another  drugmaker  to  assure  its 
long-term  viability.  Richard  Maj 
honey,  who  still  promises  a  company- 
wide  20%  return  on  equity  by  the 
mid-  1990s,  isn't  ruling  out  a  possible 
acquisition.  But  he  insists:  "There  is 
absolutely  no  question  about  its 
stand-alone  capability."  ■ 
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If  You  Knew  All  Of  New  York  You'd  Know 
You  Could  Have  It  All  In  New  York. 


To  many  people,  New  York  City 
means  Manhattan. 
Well,  Manhattan's  great 
But  there's  a  lot  more  to 
New  York. 


Manhattan 
It's  great... 


N 


network. 


If  you're  thinking  of  starting 
expanding  or  relocating  a 
business,  there's  Brooklyn,  a 
borough  with  a  population 
large  enough  to  be  the  fourth  largest  city  in 
the  U.S.A.  ' 

If  you  were  to  locate  your  business  here,  one 
of  the  Brooklyn  Navy 
Yard's  many  buildings,  or 
its  duty-free  trade 
zone,  could  work 
for  you. 

Maybe  you  could 
take  advantage  of 
the  $2.5  billion 
transformation  of 
Brooklyn's 

Brooklyn  Experiencing  downtown 
a  renaissance  , 

business  district 
and  its  accessibility  to  Manhattan. 
All  in  all,  Brooklyn,  with  its 
abundance  of  possibilities  for  low- 
cost  commercial  and  industrial 
development,  would  give  your 
business  a  wonderful  base. 

Queens.  An 

.       ,  ~  international  crossroads. 

men  theres  Queens. 
You  might  consider  it  an  international  crossroads. 
With  LaGuardia  and  JFK  International  airports 
within  its  borders,  Queens  is  the  regional  hub  of  air 
travel  and  airfreight. 
But  that's  not  all. 

Nearly  every  ethnic  group  is  represented  in  this 
borough,  giving  Queens  a  diversely  skilled  work  force. 
All  this  has  added  up  to  success  for  the  more  than 
2.500  manufacturers  and  the  same  number  of 
wholesalers  already  in  Queens. 
Why  not  join  them? 

Consider  the  Bronx. 
With  more  than  1,000 
manufacturing  companies 
and  the  $100  million  Bathgate 
Industrial  Park,  it's  certainly  a 
borough  of  opportunity. 
The  Hunts  Point  Market 
(the  largest  food  distribution 
center  in  the  nation),  the 
borough's  spacious  new 
industrial  and  retail  facilities  and  its  reasonably  priced 
land  all  make  the  Bronx  a  real  find. 


There's  a  place  with  lots  of  wide  open  space  in  New 
York  City.  It's  Staten  Island.  It  has  6,000  acres  of  land 
still  available  for  commercial,  residential  or  mixed-use 
development.  And  easy  links 
to  New  Jersey,  Brooklyn 
and  Manhattan.  But  that's  T 
not  all.  There's  the  world's 
first  Teleport,  a  100-acre 
office  park  with  advanced 
worldwide  satellite 


communications  and  g 


a  fjber  optics  cable 


Staten  Island.  Plenty  of 
space  right  in  NYC 


There's  also 
Westchester  County,  on 

the  border  of  New  York  City.  With  its  suburban 
ifestyle,  a  rolling  countryside  sporting 
dozens  of  office  parks  and  corporate 
headquarters,  a  well-developed 
economy,  six  major  cities  and  rail 
lines  and  highways  connecting  to 
New  York  City,  Westchester 
fulfills  the  needs  of  many  businesses. 
And  Westchester  has  no  corporate 
or  unincorporated  business  taxes  and  even 
has  an  airport  all  its  own. 

Con  Edison 
is  working  for 
the  economic 
development  of 
this  area.  For 
qualifying  busi- 
nesses, we  offer 
reduced  rates.  And 
we  pay  rebates  for 
installing  energy-efficient 
equipment.  We  can  also 

tell  you  about  the  many  forms  of  assistance  available 
from  state  and  local  governments.  If  you  are  thinking 
of  starting,  expanding  or  relocating  a  business  in  New 
York  City  or  Westchester  County,  call  Con  Edison  at 
(212)  460-4000  or  mail  in  this  coupon,  and  we'll  help 
you  find  a  home  for  your  business  once  and  for  all. 


s 


Westchester  County. 
A  suburban  lifestyle  and 
a  well-developed  economy 


■-.Con 
Edison 


Mail  this  coupon  to: 

CON  EDISON  ECONOMIC  DEVELOPMENT 
PO.  BOX  900.  NEW  YORK.  NY  10003 

Please  send  me  a  free  Economic  Development  booklet 

(please  print) 
NAME  


The  Bronx  Borough 
of  opportunity 


COMPANY  NAME. 

ADDRESS  

CITY  


STATE  

PHONE 


-ZIP  CODE. 
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Luxury  ride 

In  March  criminal  defense  lawyer 
Robert  Shafer  and  his  wire  bought  a 
red,  four-door  1993  Toyota  Land 
Cruiser.  Cost:  $38,106,  plus  S810 
federal  luxury  tax.  At  the  time,  Shafer 
had  some  doubts  about  paying  the 
tax,  but  went  ahead  anyway.  "I  need- 
ed the  car,"  he  says. 

A  few  months  later,  embarrassed 
Toyota  dealer  Eyrie  Brooks  of  Jack- 
sonville, Fla.  refunded  the  tax. 

The  dealer  was  confused,  and  no 
wonder.  Congress  exempted  trucks 
weighing  over  3  tons,  with  cargo, 


Toyota  Land  Cruiser 

If  you  buy,  don't  pay  the  luxury  tax. 


from  the  1990  luxury  tax  of  10%  of  a 
vehicle's  price  above  S30,000.  Since 
"sport  utility  vehicles"  are  legally  de- 
fined as  trucks,  the  expensive  ones 
that  weigh  over  3  tons  are  not  subject 
to  the  luxury  tax. 

Nevertheless,  apparently  a  fair 
number  of  luxury  utility  buyers  were 
charged  the  tax.  To  avoid  tangling 
with  the  IRS,  "most  dealers  would 
rather  be  safe,  so  they  charge  it,"  says 
a  manager  of  a  big  dealership. 

Don't  come  crying  to  us,  says  the 
IRS  to  people  who  say  they  were 
wrongly  taxed.  Talk  to  the  dealers. 

-Brigid  McMenamin 

Hup,  hup 

Some  bosses,  like  Robert  Crandall  of 
American  Airlines,  think  it  toughens 
executives  to  call  meetings  at  the 
crack  of  dawn  on  Sunday.  Others  send 
aspiring  hopefuls  to  Outward  Bound. 
Now  there's  the  gridiron 
approach.  The  National  Football 
League,  which  already  licenses  over 
SI  billion  a  year  worth  of  merchan- 
dise, is  getting  into  executive  training. 

This  fall  the  NFL  will  sponsor  three- 
day  seminars  to  be  run  by  Ryan  Man- 


agement Group,  a  small  Westport, 
Conn. -based  consulting  firm.  Cost: 
over  S2,000  per  person.  The  goal, 
says  Ryan,  is  to  teach  execs  "the  Na- 
tional Football  League's  expertise  in 
team  building,  coaching  and  prepar- 
ing for  success." 

For  an  authentic  feel,  the  first  two 
seminars  will  be  held  at  the  New  York 
Jets'  practice  facility  on  Long  Island 
and  at  the  New  England  Patriots' 
stadium  outside  Boston.  But  don't 
expect  management  tips  direct  from 
the  mouths  of  such  football  figures  as 
Patriots  coach  Bill  Parcells,  who  led 
the  Giants  to  two  Super  Bowl  vic- 
tories. Or  even  to  rub  elbows  with 
big -name  players.  Program  director 
Ed  Flocco  is  promising  only  a  few  of 
the  nfl's  own  executives  and  perhaps 
an  assistant  coach  or  two. 

The  winner?  The  nfl.  With  over  30 
seminars  expected  to  gross  about  $2 
million  bv  the  end  of  next  vear,  its  cut 
should  be  around  $200,000. 

—Randall  Lane 

Jump,  Vladimir,  jump! 

When  two  Mig-29s  had  a  horrifying 
midair  collision  at  the  International 
Air  Tattoo  held  at  Fairford,  England 
in  July,  both  Russian  pilots  ejected 
safely,  and  without  injury.  In  fact, 
they  walked  aw  ay  and  had  a  smoke. 

That  ejection  seat  technology  has 
intrigued  the  U.S.  Air  Force  and 
Navy.  They  have  a  team  of  fix  e  experts 
in  Russia  examining  the  Russian  K-36 
system.  It  seems  to  be  way  ahead  of 
the  U.S.  Aces  II  seat,  made  by  Mc- 
Donnell Douglas  for  the  F-15,  F-18, 
F-16  and  the  new  F-22  fighter. 

The  U.S.'  seat  is  based  on  1967 
technology,  will  eject  a  pilot  only  at 
up  to  690mph,  and  may  cause  injury 
or  death  above  490mph.  The  Russian 
seat  works  up  to  a  claimed  870mph, 
mostly  as  a  result  of  built-in  windblast 
protection  for  the  pilot.  Russian  hel- 
mets are  also  designed  to  cope  with 


high-speed  ejection.  In  addition,  the 
Russian  seat  has  two  small  drag 
drogues  at  the  top  of  the  seat  which 
automatically  deploy  on  ejection  and 
prevent  the  seat  from  tumbling — im- 
portant when  the  aircraft  is  out  of 
control,  as  at  Fairford.  (They  can  just 
be  seen  in  the  photograph.) 

"The  Russian  seat  is  heavier,  and 
every  pound  counts  when  designing 
for  a  high-performance  agile  aircraft 
such  as  the  new  F-22,"  says  James  W. 


Russian  Mig-29  after  midair  crash 
Their  pilots'  seats  eject  better. 


Brinkley,  director  of  crew  systems  at 
the  Armstrong  Laboratory  at  Wright- 
Patterson  afb,  Ohio.  "That  means  a 
new  seat  comparable  to  Russia's  K-36 
would  have  to  wait  for  a  new- genera- 
tion aircraft."        -Howard  Banks 

Blood  in  the  suites 

Robert  Woolley,  a  Dallas- based  de- 
veloper who  pioneered  all-suite  ho- 
tels, claims  Westinghouse  Electric 
Corp.  and  Lehman  Brothers  are  out 
to  ruin  him.  He's  suing  Westinghouse 
and  a  Lehman  investment  partnership 
for  fraud,  conspiracy  and  breach  of 
fiduciary  duty. 

WboUey's  Crown  Sterling  chain 
now  runs  22  of  the  suite  hotels,  a 
number  of  which  can't  pay  their 
debts.  Woolley  claims  that  Westing- 
house Credit,  which  backed  him 
when  he  got  the  financing  to  develop 
the  hotels,  said  it  would  stand  by  him 
while  he  turned  them  around.  Over 
die  last  few  months,  however,  Wes- 
tinghouse Credit  bought  up  loans 
from  banks  that  had  been  second-lien 
holders  on  the  Crown  Sterling  hotels. 
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aolley  claims  that  Westinghouse 
edit  then  sold  those  loans,  on  the 
,  to  a  new  Lehman  Brothers/Wes- 
ghouse  partnership  set  up  to 
ravel  Westinghouse's  troubled 
rtfolio.  Woolley  charges  that 
hman/Westinghouse  plans  to 
eclose  on  the  hotels,  squeezing  out 
n  and  the  2,000  or  so  limited  part- 
rs,  who  together  invested  $300 
llion  in  the  hotels  over  the  years. 
A.  Westinghouse  spokesman  says 
Dolley  was  notified  about  its  plans 
d  calls  his  suit  frivolous  and  without 
:rit.        -Christopher  Palmer] 


e  gustibus  . . . 

ck  Rubin,  the  30-year-old  owner 
Los  Angeles- based  Def  American 
cordings  (Forbes,  Sept.  28,  1992), 
s  a  knack,  for  promotional  gim- 
cks.  He  recently  sent  music  indus- 
cxecutives  Def  American  paper- 
ights  that  resemble  brass  knuckles, 
ibin's  latest  gimmick:  the  Dynamite 
anster  Boogie  concert  kit.  Shaped 
e  a  giant  stick  of  dynamite,  it's 
ing  distributed  to  people  in  the 
isic  business  going  to  hear  the  band 
ging  Slab,  now  on  tour.  The  kit 
ntains  such  concert  necessities  as  a 
;arette  lighter,  aspirin,  a  small  bot- 
of  Thunderbird  wine — and  a  tube 
plastic  model  glue  with  a  paper  bag 
im  which,  apparently,  to  inhale  the 
oxicant. 

Bad  taste?  Sniffs  a  Def  American 
Dkesperson:  "'Doing  things  that  fit 
o  the  confines  of  other  people's 
litical  correctness  is  not  what  Def 
nerican  is  all  about."  De  gustibus 
n  est  disputandum.  .  .  . 

-Peter  Newcomb  m 


:k  Rubin  of  Def  American  Recordings 
namite?  No,  bad  taste. 
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If  you  want  to  celebrate  Jack  Daniel's  birthday  with  us  this  month,  how  about  a  sip  of  his  Tennessee  Whiskey? 

THOUGH  JACK  DANIEL'S  BIRTHDAY  is 
celebrated  in  September,  the  exact  day  and  year 
remain  a  mystery. 

His  statue  at  our  distillery  reads  that  he  was 
born  in  1850.  Yet  other  sources  state  it  was 
September  of  1846.  And  as  to  which  _ 
day,  that  may  never  be  known.  Still, 
all  the  confusion  has  never  stopped 
anyone  from  celebrating  Mr.  Jack's 
birthday.  The  way  we  look  at  it, 
there's  any  one  of  30  days  to 
choose  from. 


SMOOTH  SIPPIN' 
TENNESSEE  WHISKEY 


Tennessee  Whiskey  •  4043%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Gmvmmeni. 


We 
Restore 

„  The 
Classics. 


For  about  what  it  costs  to  get 
your  favorite  shoes  repaired,  you 
can  have  them  renewed  with  the 
soles  responsible  for  their  original 
performance.  For  your  nearest 
Vibram®  Authorized  Dealer,  call, 

1-800-VIBRAM-7 


Vibram  Authorized  Dealer 


The  Sole  And  Heart  of  The 
World's  Finest  Footwear7* 

Quabauo  Corporation  is  the  exclusive  licensed  manufacturer  ol  Vibram  soles 
in  USA  Vibram  is  the  registered  trademark  ol  Vibram  SpA  ot  Italy 


THE  MUHLENKAMP  FUND 


Our  Assets  Are 
Growing... 
How  About  Yours? 


Average  Annual  Returns 
Through  6/30/93 


ONE  YEAR 

+25.5% 

TWO  YEAR 

+24.1% 

THREE  YEAR 

+15.1% 

•  100%  No  Load  •  IRA 's  Available 
•  $200  min.  investment 

Call  1-800-860-3863 

for  a  free  prospectus 
and  more  information. 


Muhlenkamp  & 
Company,  Inc. 

12300  Perry  Highway  •  Wexford,  PA 


Please  read  the  prospectus  carefully  before  you 
invest.  This  offer  is  made  to  persons  residing 
in  jurisdictions  where  such  offer  can  legally 
be  made.  Past  performance  does  not  guarantee 
future  results.  Fund  shares  when  redeemed 
may  be  worth  more  or  less  than  original  cost. 


Offensive  game 

Sir:  Dean  Buntrock  has  chosen  to  put 
his  time  and  talents  to  work  tor  our 
environment  at  wmx  Technologies 
but  spends  his  free  time  avidly  stalking 
big  game  -on  horseback  and  foot,  and 
you  apparently  don't  see  the  inconsis- 


WMX 

Technologies' 
Buntrock 
Inappropriate 
avocation? 


tency  ("Dean  Buntrock's  green  ma- 
chine,'" Aug.  2). 

Your  praise  is  as  offensive,  inappro- 
priate and  outdated  as  Buntrock's 
hunting  avocation. 
-Janet  L.  Wooten 
New  York,  NT. 

Bear  facts 

Sir:  Re  "Bearish  on  America"  (July 
19).  Barton  Biggs  started  by  saying 
that  most  investors  under  40  have 
never  experienced  anything  but  bull 
markets  except  for  that  "nasty  jolt"  in 
1987.  How  about  the  bear  markets  of 
1976-77  (1015-750)  and  1981  to 
August  1982  (1024-777)  and  the 
Iraq-Kuwait  selloff  in  three  months  of 
400  points  on  the  Dow? 

Also,  during  the  last  ten  years  the 
market  has  experienced  extreme  vola- 
tility even  in  the  absence  of  "real" 
news  due  to  program  trading,  mo- 
mentum players,  use  of  derivatives, 
etc. 

-Alan  B.  Marcus 
Roslyn,  NT. 

Textbook  problem 

Sir:  Those  selling  and  making  music 
compact  discs  are  now  discovering 
what  we  textbook  authors  and  our 
publishers  have  been  suffering  with 
for  years  ("Garth's  barbecue,"  Aug. 
2).  The  used  textbook  market  is  now 
so  organized  on  a  national  basis  that 
second-year  sales  are  almost  entirely 
used  books.  With  all  profits  having  to 
be  made  the  first  year,  original  prices 
are  higher  and  many  books  wind  up 
not  being  published  at  all. 


Solutions?  A  resale  royalty  would 
be  helpful  for  both  books  and  CDs. 
-Jay  M.  Pasachofh 
Professor  of  Astronomy 
Williams  College 
Williamstown,  Mass. 

Life's  choices 

Sir:  Re  "Why  is  he  still  loose?"  on 
Jack  Kevorkian  (Fact  &  Comment, 
Aug.  2).  People  own  their  own  bodies 
and  should  be  allowed  to  do  as  they 
wish  with  them. 
-Archie  M.  Richards  Jr. 
Horseheads,  NT. 

Sir:  Terminal  patients  should  not  be 
forced  to  linger  in  great  pain  if  they 
wish  to  be  terminated .  We  don't  allow 
animals  to  suffer  that  way. 
-Norman  Korney 
Omaha,  Nebr. 

Sir:  If  physicians  become  killers  or  are 
merely  licensed  to  kill,  the  profession 
will  never  again  be  worthy  of  trust  and 
respect  as  healer  and  comforter  and 
protector  of  life  in  all  its  frailty.  The 
principle  that  every  individual  must 
be  recognized  as  of  infinite  value  and 
unique  must  never  be  changed;  oth- 
erwise we  return  to  barbarism. 
-Rev.  Dr.  Marlene  Walters 
Pastor 

Mount  Lebanon  United 

Methodist  Church 
'Wilmington,  Del. 

Land  grab 

Sir:  Re  "Fighting  back"  (July  19). 
The  ploy  so  often  used  to  gain  accep- 
tance of  land- taking  by  the  govern- 
ment— tourism — isn't  all  it  is  cracked 
up  to  be.  Tourism  jobs  are  mostly 
lower-paying  and  often  seasonal. 
Communities  need  more  than  tour- 
ism for  a  really  vital  life.  And  the 
National  Park  Service  may  well  try  to 
regulate  what  can  be  done  on  lands 
that  abut  its  parks. 
-Mary  Ann  Baruch 
Mimbres,  N.M. 

Sam's  jammin'! 

Sir:  In  hammering  out  effective  poli- 
cy decisions,  all  organizations  have 
their  share  of  arguments  ("They're 
good  brothers  and  they  love  each 
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her,"  Attg.  2).  However,  to  focus 
clusively  on  internal  debates  ob- 
ures  the  fact  that  the  Sam  Ash  family 
is  formed  a  cohesive  management 
am  that  has  done  an  outstanding 
b  in  serving  the  greater  New  York 
usic  products  market. 
Sri  an  T.  Majeski 
resident 

le  Music  Trades 
«i£)lewood,  N.J. 

far  and  debt 

R:  Re  "National  bankruptcy?  Not 
t"  (July  19).  Your  chart  shows  that 
I  debt  peaks  previous  to  the  current 
le  were  associated  with  wars;  and, 
[lowing  the  cessation  of  hostilities, 
each  case  the  debt  subsided  to  a 
anageable  level. 

In  contrast,  our  current  debt  situa- 
)n  is  not  war  related  and  there  is  no 
ospect  of  the  debt  level  receding. 
jRBES  would  be  well  advised  to  take 
ir  current  debacle  more  seriously. 
"harles  T.  Hoppe 
m  Jose,  Calif. 

hauffeurless 
)mfort 

R:  Taking  the  identical  tour  de- 
ribed  in  your  article  "Restrictive 
)lfing"  (July  19),  and  replacing 
e  chauffeured  car  with  a  very  com- 
rtable  car  rental  with  automatic 
ansmission,  the  frightening  price 
>u  quote  of  $6,514  per  person 
■ops  by  a  dramatic  $2,500-plus  per 
:rson,  to  $3,931.  No  sacrifice  in 
xury  or  golf  courses  played  but 
lite  probably  a  more  enjoyable  trip 
ithout  the  ridiculous  insulation  of 
chauffered  car. 
David  Brice 
resident 

olf  International,  Inc. 
'ew  York,  N.T. 

double  dutch 

R:  You  used  the  word  "gyp"  in  the 
ist,  but  the  July  19  issue  used  it 
vice.  The  word  "gyp"  can  be  offen- 
ce to  Gypsies  and/or  Egyptians, 
his  is  similar  to  saying  that  someone 
A'elshed"  on  a  bet. 
Don  Wigal,  Ph.D. 
he  Alternative  Research 
ewYork,N.Y. 


Reverso. 
Avant-garde  since  1931. 


The  legend 
lives  on  -  in  the 
Reverso  "Grande 
Taille". 

Our  master- 
watchmakers 
never  rest 
on  their  laurels. 
Neither  on  our 
160-year 

tradition  of  mak- 
ing the  finest 
mechanical  move- 
ments, nor  on 
the  fame  of  the 
reverso  s  revers- 
ible case.  which 
has  now  been 
made  for  more 
than  60  years  in 
the  consistent 
purity  of  the  art 
deco  style.  the 
larger  reverso 
"Grande  Taille" 
already  possesses 
all  the  necessary 
qualities  to 
become  a  high- 
value  collector's 

WATCH. 


an  ingeniously 
simple  mechanism 
allows  the  case 
of  the  reverso 
"Grande  Taille" 
to  be  turned  over 
and  reversed, 
when  engraved 
with  your  mono- 
gram, the  reverso 
reveals  with 
exquisite  style 
that  it  is  the  only 
watch  with  two 

FACES. 


«Jaeger-leCoultrp» 


For  more  information  about  watches  from  Jaeger-leCoultre.  or  FOR  YOUR 

FREE  COPY  OF  OUR  COMPLETE  CATALOGUE.  CONTAINING  MORE  THAN  200  PAGES  WITH 
DETAILED  INFORMATION  ABOUT  JAEGER-LECOULTRES  HISTORY  AND  PRODUCTS.  CONTACT: 
JAEGER-LECOULTRE.  P.O.  BOX  1608.  WINCHESTER.  VA  22604.  TELEPHONE  (800)  JLC-TlME 
HWR  JEWELERS.  318  S.  GALENA.  ASPEN.  CO  (303)  925-4610  •  PRINCESS  JEWELS.  BEVERLY  HI!  TON 
HOTEL.  BEVERLY  HILLS.  CA  (310)  276-5556  •  DE  BOULLE.  5550  PRESTON  RD..  DALLAS.  TX 
(214)  522-2400  •  JENSEN  &  STERN.  351  LEADVILLE  AVE.  N..  KETCHUM.  ID  (208)  726-2361  •  J.B. 
HUDSON.  770  NICOLLET  MALL.  MINNEAPOLIS.  MN  (612)  338-5950  •  TRADITIONAL  JEWELERS. 
FASHION  ISLAND.  NEWPORT  BEACH.  CA  (7141  721-9010  •  PARIS  1925.  1954  UNION  ST.  SAN 
FRANCISCO.  CA  (415)  567-1925  •  GOODMAN,  GALLERIA  MALL.  ST.  LOUIS.  MO  (314)  727-6681 
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WE'RE  THE  OLP  MA5TER5  OF 
FINANCIAL  5ECURITY 


GET  MET.  ITPAVSl 

O  MetLife 


©  1991  Metropolitan  Lite  Insurance  Co  ,  NY.  NY 


SNOOPY:  c  1958  United  Feature  Syndicate,  Inc. 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 


5y  Malcolm  S.  Forbes  Jr.,  Editov-in-Chief 


LAST  STAND  OF  THE  STATE 


assage  OF  THE  Clinton  tax  increase  represents  the  high- 
ater  mark  of  big  government  in  America.  A  European/ 
Canadian-style  nationalized  health  care  system,  which 
hilar)'  Rodham  Clinton  unveils  next  month,  will  not 
ecome  law.  Another  array  of  tax  boosts,  integral  to  Mrs. 
Clinton's  plan,  has  no  chance  of  clearing  Congress. 

The  President's  destructive  taxes  almost  guarantee  im- 
ressive  Republican  gains  in  next 
ear's  congressional  elections. 

But  the  backlash  against  Om- 
an's legislative  "success"  will  be 
lore  than  a  passing  phenomenon, 
t  will  be  part  and  parcel  of  a  broader 
lovement  in  the  Western  world — 
le  downsizing  of  the  State. 

Two  world  wars  and  a  40-year 
old  war  have  been  catalysts  for  an 
riormous  expansion  of  govern- 
lent,  whose  scope  and  intrusive- 
ess  would  have  seemed  utterly 

iconceivable  when  this  century  began.  Electorates  in 
,urope  and  Japan  tolerated  increasingly  arrogant,  corrupt 
nd  remote  governments  as  long  as  there  was  the  Soviet 
ireat.  But  the  Cold  War  is  over,  and  a  major  hot  war  is 
miote  for  now.  What  was  tolerable  in  war  is  no  longer  so 
1  peacetime.  Italy,  for  example,  is  experiencing  a  hum- 
ane of  scandals  that  would  have  been  suppressed  a  few 
ears  ago.  Japan's  ruling  party  of  38  years  has  fractured. 
After  major  wars,  governments  were  never  reduced  to 
le  sizes  they  had  been  before  the  conflicts.  But  now  the 
osts  of  the  welfare  state  are  becoming  unsustainable — 
olitically  and  economically.  The  restructuring  that  cor- 
orate  America  has  been  undergoing  for  almost  15  years 


and  that  European  companies  are  just  beginning  will  hit 
public  sectors  everywhere. 

The  signs  are  there.  Sweden  is  cutting  back  on  benefits. 
Germany  has  also  begun  reducing  the  growth  of  social 
spending.  Currency  markets  are  unraveling  the  statist 
Maastricht  Treaty.  Europeans  are  starting  to  realize  that 
big  government,  overweening  regulation  and  excessive 
taxation  have  given  them  extreme- 
ly high  unemployment  and  stag- 
nant economies. 

In  the  U.S.  a  new  tax  revolt  is 
brewing.  The  term-limits  move- 
ment continues  to  gain  momen- 
tum. Support  grows  for  free -market 
alternatives  to  nationalized  health 
care.  Technology  will  join  the  bur- 
geoning school  choice  movement 
to  blast  traditional  ways  of  educat- 
ing. (Few  realize  that  our  methods 
derive  from  19th-century,  milita- 
ristic Prussia,  which  wanted  a  school  system  that  would 
beat  out  children's  curiosity  and  sense  of  independence, 
turning  them  into  obedient  soldiers  and  bureaucrats.) 

Few  Americans  believe  government  can  provide  most 
services  cheaply  and  effectively.  Reformers  will,  with 
increasing  effectiveness,  point  out  that  social  services  can 
be  better  supplied  by  nongovernment  alternatives.  More- 
over, by  removing  obstacles  to  enterprise,  a  significant 
number  of  people  in  distressed  areas  will  bootstrap  their 
way  out  of  poverty. 

Clinton's  economic  plan  itself  has  no  basis  in  reality.  It 
is  based  on  spite  against  Ronald  Reagan.  It  is  the  last 
triumph  of  the  old  order. 


IS  THIS  LEGAL? 


Clinton's  higher  income  taxes  are  retroactive  to  January 
st  of  this  year.  Isn't  this  taxation  without  representation? 
iter  all,  the  House  of  Representatives  and  a  third  of  the 
enate  weren't  sworn  in  until  January  5th,  and  Clinton 


himself  didn't  take  office  until  January  20th.  Are  these 
people  allowed  to  enact  taxes  to  cover  a  past  period  when 
they  were  not  holding  office?  And  what  about  the  Consti- 
tutional prohibition  against  enacting  laws  ex  post  facto? 


WHERE  WAS  THE  AARP? 


he  American  Association  of  Retired  Persons  says  it 
j  "deeply  disappointed"  by  the  Clinton  tax  plan,  deplor- 
lg  the  "cuts"  in  Medicare  and  the  higher  Social  Security 
ixes  on  older,  middle-income  Americans.  Don't  be  mis- 


led by  that  pious  head-shaking.  The  AARP  should  have 
gone  all  out  to  sink  the  package.  Instead  it  was  effectively 
fobbed  off  with  a  handful  of  concessions. 

By  slowing  the  economy,  the  tax  increase  will  hurt 
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equity  values,  which  are  crucial  for  pension  solvency.  The 
slowdown  will  reduce  revenues  for  Social  Security.  By 
raising  the  lev)'  on  Social  Security  payments  for  millions 
of  people,  Clinton's  legislation  punishes  those  Americans 
who  saved  up  for  retirement.  The  bill  also  penalizes 
countless  elderly  people  who  wish  to  work:  For  some 
retirees  the  effective  tax  rate  could  be  as  high  as  60%. 
But  this  malign  neglect  of  its  alleged  constituents  is  all 


too  typical  of  the  AARP.  This  was  the  same  organization 
that  for  a  long  time  recommended  overpriced  insurance 
policies  to  its  members;  that  a  few  years  ago  successfully 
urged  enactment  of  catastrophic  health  care  legislation, 
which  ignited  a  grass  roots  revolt  among  older  Ameri- 
cans; and  that  continues  to  push  for  health  care  reforms 
that  will  hobble  research  and  development  and  lead  to 
medical  care  rationing. 


WOULDN'T  YOU  KNOW  IT 


For  all  the  talk  about  deficit  reduction,  our 
government  is  going  ahead  with  a  three-quar- 
ter-billion-dollar federal  office  building  on 
Pennsylvania  Avenue.  This  will  be  the  biggest 
structure  (3.1  million  gross  square  feet)  put  up 
inside  the  Beltway  since  the  construction  of  the 
Pentagon  a  half  century  ago.  Yet  the  Washing- 
ton area  itself  has  some  50  million  square  feet  of 
vacant  commercial  space. 


BARBARIC 


is  the  only  adequate  description  of  those  court  rulings 
taking  21/2-year-old  Jessica  DeBoer  from  her  adoptive 
parents  and  returning  the  toddler  to  her  natural  mother. 

The  mother  gave  up  the  child  at  birth.  Later  she  sued 
to  get  Jessica  back,  only  under  pressure  from  her  then- 
unmarried  lover,  who  had  fathered  Jessica. 

Is  the  child's  psychological  well-being  not  a  factor  in 
the  eyes  of  the  law?  Are  the  youngster's  interests  well 
served  by  tearing  her  away  from  a  loving  couple  whom  she 


regards  as  her  mother  and  father?  Children  should  not  be 
treated  as  property,  such  as  clothing  or  automobiles, 
dependent  on  vacillating  adult  whims  of  whether  they're 
wanted  or  not.  That  mother  had  a  nine-month  pregnancy 
during  which  to  make  up  her  mind  about  her  baby. 

If  the  courts  have  any  humanity,  they  ought  to  make 
this  clear — if  a  mother  gives  up  her  baby  for  adoption, 
that's  it.  After  such  a  decision,  the  emotional  and  physical 
welfare  of  the  child  should  reign  supreme. 


MAJOR  LEAGUE  GIANT 

When  Safeway  Chairman  Peter  Magowan  headed  up  a  lifting  colors.  He  fired  the  existing  park  concessionaire 
syndicate  that  kept  the  baseball  Giants  in  San  Francisco,  and  all  its  personnel  and  then  hired  a  new  outfit,  seeing 
observers  dismissed  the  deal  as  simply  anoth- 
er nice  civic  action  by  city  do-gooders  deter- 
mined to  retain  a  team  in  the  hometown. 


But  Magowan  is  not  the  type  to  be  content 
with  the  psychic  income  of  rubbing  shoul- 
ders with  big  league  ballplayers. 

Instead,  he's  become  a  vibrant  example  of 
what  the  national  pastime  must  do  if  declin- 
ing viewer  interest  is  to  be  reversed. 

Magowan  is  accustomed  both  to  running 
a  business  that  must  constantly  please  the 
public  (supermarket  profit  margins  are  pa- 
per-thin) and  to  taking  risks  (he  made  Safeway's  breath- 
taking leveraged  buyout  a  textbook  success).  He  imme- 
diately repainted  Candlestick  Park  with  warm,  spirit- 


to  it  that  its  people  were  well  trained  in 
serving  customers.  He  scheduled  more 
games  in  the  afternoon,  when  Candlestick 
Park's  notorious,  chilly  winds  are  milder, 
warmer  and  thus  less  likely  to  wreak  havoc 
on  fly  balls  and  pitchers'  arms.  He  signed 
superplayer  Barry  Bonds  even  before  the 
deal  to  keep  the  Giants  was  completed. 
Bonds  is  having  a  superb  season. 

Attendance  is  up  an  eye-popping  54%, 
while  major  league  baseball  as  a  whole  is 
barely  holding  its  own.  The  Giants  them- 
selves have  the  best  record  in  either  league. 

Magowan's  message  to  his  new  peers  is  simple:  market, 
market,  market.  They  had  better  listen. 


NOT  FOR  THE 


The  Pelican  Brief — by  John  Grisham  (Island 
Books,  $6.99).  Ultra-absorbing  mystery 
marred  only  by  the  writer's  intrusive  politics — 
environmentalists,  "public-interest"  lawyers 
and  liberal  judges  are  saints;  conservatives,  big 
company  executives  and  corporate  lawyers  are 
obtuse,  evil  or  cynically  greedy.  It  is  a  tribute  to 
Grisham's  talent  for  wringing  a  well -told,  tin- 
gling, taut  tale  that  even  the  types  he  targets 
with  his  typewriter  find  the  book  irresistible. 


BIRDS 

Excerpt:  "This  is  a  great  hour  of  crisis,  Mr. 
President,  and  you  are  expected  to  be  here  in  this 
office  surrounded  by  your  advisers,  hard  at  work." 

The  President  putted;  the  ball  rolled  into  the 
cup.  "These  nominations  must  be  perfect.  I  want 
young  conservative  white  men  opposed  to  abortion, 
pornography,  queers, gun  control,  racial  quotas, 
all  that  crap. "  He  missed  a  putt.  "/  want  judges 
who  hate  dope  and  criminals  and  are  enthusiastic 
about  the  death  penalty.  Understand?"  Wl 
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Over  One  Million  Americans  Have  Already  Responded^ 
Call  Right  Now  To  Get  New  Kiplinger's  CA-Simply  Money  For 
Operators  Are  Standing  By  -  Call  1-800  FREE  MONEY  Today! 


Introducing  The  Easiest, 
Quickest  And  Smartest  Personal 
finance  Software  In  The  World. 

your  spending  out  of  control?  With 
piinger's  CA-Simply  Money,  you  can  get 
'the  financial  rollercoaster  and  on  the 
th  to  financial  freedom.  Write  checks 
th  a  click  of  the  mouse.  Balance  your 
eckbook.  Create  a  monthly  budget  and 
ntrol  your  expenses.  What  used  to  take 
urs  now  takes  just  minutes. 
'jfTt        It  s  that  quick  and  easy.  And 
;Pj   it's  just  plain  smart.  Kiplinger's 
'osoft   CA-Simply  Money  puts  you  in  to- 
ipattble  tal  control  of  all  your  finances  so 
u  can  make  smarter  decisions. 

"Kiplinger's 
CA-Simply  Money 
makes  everything 
simple  and 
easy.  For  the 
veryjirst 
time,  I'm 
in  total 
control  of 
all  of  my 
^finances." 


A  Personal  Financial  Advisor 
Filled  With  Expert  Advice 
From  Kiplinger. 

For  more  than  70  years,  Kiplinger  has  been 
the  first  name  in  personal  finance.  Now 
their  expert  financial  and  tax  advice  will  be 


right  at  your 
fingertips. 

To  prove 
how  simple  and 
easy  Kiplinger's 
CA-Simply 
Money  is, 
we're  giving 
away  millions 
of  copies  for 
FREE. 

That's 
right.  You 
can  get  this 
$69.99  product 
FREE. 

But  you  have  to  act  fast.  Pick  up  the 
phone  right  now  and  order  your  FREE  copy 
of  Kiplinger's  CA-Simply  Money  today. 


New  Kiplinger's 
CA-Simply  Money  Covers 
Simply  Everything: 

•  Kiplinger's  Financial 
Advisor 

•  Checking  and  Savings 

•  Investment  Tracking 

•  Tax  Reports 

•  Automatic  Budgeting 

•  Computerized  Check 
Writing 

•  Credit  Cards 

•  IRAs/401(k)s 

•  Modem  Stock  Update 

•  Mortgages 

•  Financial  Calculators 

•  Memorized  Transactions 
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For  A  FREE  Copy  Of 
Kiplinger's  CA-Simply  Money 
Call:  1  800  FREE-MONEY 
Dept.  J-3901. 


QOMPUTER 

rtSSOCIATES 

Software  superior  by  design. 


Kiplinger's  CA-Simply  Money 

'There  is  a  nonrefundable  $6.95  shipping  and  handling  charge.  Have  your  credit  card  ready:  Visa.  Mastercard.  AmEx.  Discover  accepted.  One  copy  per 
household.  Only  available  in  the  US.  IBM  PC  or  PC  compatible  with  Windows  3.1  and  minimum  2Mb  RAM  required.  This  offer  is  subject  to  availability. 
Computer  Associates  reserves  the  right  to  end  the  offer  at  any  time.  ©  Computer  Associates  International,  Inc..  Islandia.  NY  11 788-7000.  Kiplinger's  is 
a  trademark  of  The  Kiplinger  Washington  Editors,  Inc.  All  product  names  referenced  herein  are  trademarks  of  their  respective  companies. 


ItRuns  On  Gasoline.  ButMo 


The  charge  is  entirely  p 
tive.  An  electrifying  su 
of  raw  power  genera 
bya250-hp32-valveV8eng] 
The  Lexus  SC400  can  mui 
60  exhilarating  miles  per  h 


©1992  Lexus,  A  Division  Of  Toyota  Motor  Sales,  U.S.A.,  Inc.  Lexus  reminds  you  to  wear  seat  belts  and  obe 
comparison  only,  and  was  obtained  with  prototype  vehicles  under  test-track  conditions  by  profession 


>t  6.9  seconds' 
Yet  for  all  that  strength, 
5C400  responds  obedi- 
to  your  commands. 
A  racing-inspired  double- 
bone  suspension  provides 


excellent  stability  and  quick, 
true  handling.  Engineering  re- 
finements cushion  the  vibration 
that  usually  accompanies  such 
performance,  so  you  feel  the 
road  but  not  many  of  its  jolts. 


And  while  the  excitement 
never  stops,  the  car  most  as- 
suredly will— thanks  to  an 
advanced  anti-lock  braking 
system  with  large  vented  discs. 

Of  course,  the  SC400-be- 
ing  a  Lexus— lets  you  enjoy  this 
stirring  performance  from  an 
elegant  interior  appointed  with 
fine  leather  upholstery  and 
rich  Birds-Eye  Maple  trim. 

If  you've  forgotten  how 
much  fun  driving  can  be,  get 
behind  the  wheel  of  an  SC400. 
Fill  up  the  tank.  And  prepare  to 
have  your  battery  recharged. 


Lexus 

The  Relentless  Pursuit  Of  Perfection. 


■  information,  call  800-S72-5398  (800  USAI.EXUS).  *This  0-60  mph  performance  capacity  figure  is  for 
safety  equipment  and  procedures.  This  should  not  be  attempted  on  public  streets  or  highways. 


Other  Comments 


Facts  of  Life 

Facts  are  simple  and  facts  are  straight 
Facts  are  lazy  and  facts  are  late 
Facts  all  come  with  points  of  view 
Facts  don't  do  what  I  want  them  to 
-Jay  McInerney, 
Bright  Lights,  Big  City 

Enterprising  Idea 

Given  the  weak  economy  and  restric- 
tive bank  lending  practices,  especially 
in  the  inner  cities,  small  and  medium- 
sized  businesses  will  have  great  diffi- 
culty obtaining  debt  or  equity  to  fi- 
nance development  or  expansion  in 
enterprise  zones. 

One  answer  is  to  create  "enterprise- 
zone  development  funds'1  whose  pur- 
pose would  be  to  invest  exclusively  in 
enterprise  zones.  To  attract  capital, 
investors  would  be  permitted  to  defer 
taxes  on  gains  realized  from  sales  of 
securities  and  other  capital  assets  to 
the  extent  that  they  used  the  proceeds 
to  acquire  shares  of  these  funds. 

Enterprise-zone  funds  would  enjoy 
major  pass-through  tax  benefits:  First, 
to  the  extent  that  they  annually  distrib- 
ute all  realized  income  and  gains  to 
their  shareholders,  there  would  be  no 


tax  at  the  fund  level;  and  second, 
amounts  distributed  to  the  sharehold- 
ers would  retain  their  character  as 
ordinary  income  and  capital  gains. 

This  proposal  would  give  investors  a 
stake  in  rebuilding  America's  impov- 
erished areas .  [And  ]  Wall  Street  would 
not  only  have  a  new  product  to  sell,  but 
an  opportunity  to  make  a  social  and 
economic  contribution  to  the  nation. 
-Stuart  C.  Sloame  and 

Pinchas  Mendelson,  attorneys, 

Christian  Science  Monitor 

Rare  Treat 

Scientists  discovered  a  Bechstein's 
bat,  Britain's  rarest.  As  they  began  to 
celebrate,  it  was  eaten  by  a  cat. 
-The  Economist 

Legal  Cruelty 

Biblical  King  Solomon  settled  a  dis- 
pute over  child  custody  by  offering  to 
cut  the  child  in  half.  The  woman  who 
gave  up  her  rights,  to  prevent  the 
child  from  being  destroyed,  Solomon 
declared  to  be  the  real  mother. 

By  that  test ,  the  biological  parents  of 
Jessica  DeBoer  have  failed  miserably. 
They  would  rather  see  her  torn  apart 


emotionally  than  let  the  other  couple 
have  custody.  As  if  that  were  wo\ 
enough  insensitivity,  they  are  plan- 
ning to  change  her  name  to  "Anna." 
-Thomas  Sowell,  New  York  Post 

Our  policy  [in  Bosnia]  en- 
courages nationalists  in  other 
former  communist  dictator- 
ships to  use  the  pretext  of  de- 
fending their  own  minorities 
in  their  new  states  to  threaten 
and  prepare  to  recapture  peo- 
ple, territories  and  strategic 
facilities  they  have  lost. 
-Albert  Wohlstetter, 
Wall  Street  Journal 

It's  a  Tough  Life 

"Why  do  all  these  bright  students- 
keep  flocking  to  law  school?" 

"Simple.  It's  greed.  They  want) 
BMWs  and  gold  credit  cards.  If  you 
go  to  a  good  law  school,  finish  in: 
the  top  10%  and  get  a  job  with  a 
big  firm,  you'll  be  earning  six  fig- 
ures in  a  few  short  years,  and  it  only 
goes  up.  It's  guaranteed.  At  the  age 
of  35,  you'll  be  a  partner  raking  in 
at  least  $200,000  a  year.  Some  earn 
much  more." 

"What  about  the  other  90%?" 

"It's  not  such  a  good  deal  for 
them.  They  get  the  leftovers." 

"Most  lawyers  I  know  hate  it.| 
They'd  rather  be  doing  something 
else." 

"But  they  can't  leave  it  because  of 
the  money." 

-The  Pelican  Brief,  by  John  Grisham 

Bull  Market 

As  Swedish  exports  go,  dried  moose 
droppings  are  the  nation's  hot  new| 
souvenir.  A  tourism  official  is  doing  a 
booming  business  selling  varnished 
moose  -excreta  earrings  ($5  a  pair). 
[This]  follows  up  a  hit  product  created 
last  year:  moose  poop  in  a  jar.  More 
than  2 ,000  jars  have  been  sold  this  vear 
($6  for  10  to  15  Bullwinkle  pellets). 
-Gregory  Cerio  and  Lucy  Howard, 
Newsweek  ■ 
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Faster  than  you  can  find  Fullerton,  I 
we  can  find  out  when  your  package  got  to  Fullerton. 


In  a  matter  of  seconds,  our  Computerized 

Tracking  and  Tracing  system  can 
tell  us  the  delivery  status  of 
your  Express  Mail®  package. 

That's  because  its  bar 
code  is  electronically  scanned  at 
different  points  along  its 
overnight  journey.  This  data  is 
len  transmitted  directly  to  our  central  computer. 

This  advanced  sys 
m  lets  us  update  you     '  H  6  3  b  5  3  5  8  0  2 1  u  s  ' 
%  hours  a  day,  every  day.  All  you  have  to  do  is  call 


our  Customer  Service  Center  at  1-800-222-1811. 

Use  the  same  number  to  arrange  pickup  or  ask 
any  questions  about  Express  Mail. 

Finally,  to  fully  ease  your 
mind,  consider  the  , 
extraordinary  value  of 
overnight  Express  Mail 
from  the  United  States 
Postal  Service.  From  just 
$9.95,  365  days  a  year, 
we  track,  we  trace, 
we  deliver  for  you. 


993  U  S  Postal  Service 


United  States  Postal  Service 


:  Authentic  Chinos  with 
Authentic  Indigo  Denim  Shin 


Introducing 
Authentic  Chino  and  Denim. 


Dockers  reintroduces  the  original 
ideas,  the  timeless  styles.  Like  our 
Authentic  Chinos  and  Authentic 
Denim  Shirt.  A  generation  ago  they 
made  the  transition  from  military 
uniform  to  civilian  uniform. 
Now  softer  and  looser  fitting, 
they're  a  very  agreeable  step 
back  to  a  more  authentic  time. 
Dockers  Authentics.  Something 
new  that's  been  there  all  along. 
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WHO 

Knows    Money  Management 

BETTER  THAN 

THE     NAME  THAT 
inspired  it. 


IN  1830  Judge  SAMUEL  PUTNAM,  presiding  in  the  Massachusetts  SUPREME  COURT,  created  the  GUIDING 
PRINCIPLE  for  professional  MONEY  MANAGEMENT.  His  PRUDENT  MAN  RULE  states  that  when  managing 
a  client's  INVESTMENTS  one  should  be  PRUDENT,  and  treat  THEM  as  SAFELY  as  if  they  were  ONE'S  OWN. 
In  1937,  INSPIRED  by  this  INHERITANCE,  his  great-great-grandson  FOUNDED  our  COMPANY.  Since  then 
we've  been  THRIVING,  INNOVATING  and  LIVING  by  the  wise  judge's  RULE.  And  with  more  than  $60  billion 
in  FIXED  INCOME  and  EQUITIES,  it's  a  heritage  our  CLIENTS  continue  to  BENEFIT  FROM  today. 

A     TIME-HONORED     TRADITION     IN     MONEY  MANAGEMENT 

PUTNAM  I 

INVESTMENTS  1 

©  I 

BOSTON- LONDON-TOKYO 


Jommentary 

i  events  at  home  and  abroad 

y  Caspar  W.  Weinberger,  Chairman 


THREE  FRIENDS  IN  TROUBLE 


1REE  OF  AMERICA'S  staunchest  allies  are  in  trouble,  and 
at,  given  our  global  and  interlocked  economies,  means 
mble  for  us.  Italy,  Japan  and  the  United  Kingdom — all 
the  hands  of  strong,  basically  conservative  governments 
is  than  two  years  ago — are  now  in  considerable  turmoil. 
Italy  has  been  undergoing  a  veritable  reign  of  terror  in 
:ent  months.  A  particularly  brutal  investigation  has 
ought  down  the  country's  leading  industrialists,  top 
rty  and  governmental  leaders  and  thousands  of  others.  It 
nore  a  revolution  than  an  investigation  and  prosecution. 
Taking  advantage  of  an  astonishing  criminal  law  proce- 
ire,  Italy's  investigating  magistrates  have  thrown  hun- 
eds  of  the  country's  leading  figures  into  jail  without 
arges.  Prosecutors  hope  the  endless  waiting  and  ques- 
•ning  will  coerce  these  leaders  to  implicate  ever  widen - 
y  groups.  Rather  than  face  indefinite  incarceration,  two 
Italy's  top  business  executives — one  who  was  in  jail  and 
e  who  was  facing  arrest — killed  themselves. 
The  principal  allegations  are  that  the  accused  paid  and 
:eived  bribes — reprehensible  conduct  if  true,  but  it  was 
nsidered  the  only  way  businesses  could  obtain  govern- 
:nt  contracts.  Nearly  half  of  Italy's  economy  is  in  the 
blic  sector.  While  no  one  defends  illegal  practices,  the 
:t  is  that  what  was  done  was  so  widespread  and  went 
thout  prosecution  for  so  long  that  the  current,  shatter- 
l  investigations  appear  to  be  retroactive  punishment, 
deed,  the  investigators  say  that  as  many  as  60,000 
ople  may  have  to  go  through  the  courts  if  everyone 
spected  of  corruption  is  charged.  The  result  has  been 
litical  chaos,  with  the  emergence  of  new  would-be 
iders  whose  economic  policies  are  virtually  unknown. 
Will  Italy  still  be  a  sound  and  profitable  place  for  foreign 
/estment?  Will  it  remain  one  of  America's  and  NATO's 
st  friends?  It  is  now  impossible  to  predict  Italy's  future. 

A  Change,  but  to  What  End? 

Japan's  long-ruling,  economically  conservative  Liberal 
miocratic  Party  (LDP),  under  whose  guidance  Japan's 
onomy  gained  enormous  strength,  has  lost  its  majority, 
le  cause:  a  barrage  of  charges  alleging  that  contribu- 
»ns  made  to  all  Japan's  leading  political  parties  were 
cessive  and  illegal.  All  this  has  happened  during  an 
onomic  recession  brought  about  by  the  fall  of  unnatu- 
ly  high  real  estate  and  stock  market  prices. 
There  was  hope  for  Japan  in  the  latest  election,  with  the 


LDP  remaining  the  largest  party  and  the  Socialists  losing 
half  their  seats.  But  the  LDP  was  further  weakened  by  a 
leadership  struggle  after  the  election,  and  then  the  unex- 
pected happened:  Seven  parties,  including  the  new  eco- 
nomically conservative  parties  and  what  is  left  of  the 
Socialists,  banded  together  to  elect  the  first  non-LDP 
Prime  Minister  since  1955.  This  coalition  will  likely  con- 
tinue Japan's  friendship  with  and  support  for  the  U.S.  Itwill 
probably  also  pass  electoral  reforms  and  then  break  up — 
unless  the  Socialists  are  ready  to  become  conservatives. 

Sacrifices  to  No  Good  End 

Great  Britain,  emerging  from  a  deep  economic  reces- 
sion, has  been  politically  torn  by  the  very  puzzling  insis- 
tence of  its  Prime  Minister  that  the  country  tie  itself  to  an 
ever  deepening  union  with  Europe  that  few  seem  to  want. 

There  was  general  support  years  ago  for  a  European 
common  market  with  reduced  trade  barriers  and  free-trade 
principles  established  for  Europe  and  the  U.K.  But  as 
Jacques  Delors,  the  French  socialist  who  is  the  nonelected 
head  of  the  European  Community,  pushed  to  establish  a 
new,  single  sovereignty  in  Brussels,  with  one  foreign  and 
defense  policy  for  all  and  a  "social  chapter"  designed  to 
make  it  easier  for  wages,  labor  conditions  and  all  other  social 
policy  to  be  decided  in  Brussels,  popular  opposition  grew. 

It  seems  a  sad  irony  that  these  legatees  of  Margaret 
Thatcher's  conservatism  should  risk  the  election  of  a 
socialist  Labor  government  through  an  inexplicable  devo- 
tion to  a  thoroughly  unpopular  and  basically  unworkable, 
unnecessary  European  union.  Britain's  government  itself 
correctly  refused  the  social  chapter  but  still  insisted  on 
the  Maastricht  Treaty.  The  conservatives,  however,  have 
now  lost  (in  by-elections)  two  of  their  most  solid  seats, 
which  had  been  in  Tory  hands  for  over  half  a  century. 

The  government's  willingness  to  sacrifice  so  much 
simply  to  join  Mr.  Delors'  aims  for  a  new  European 
sovereignty  will  greatly  weaken  Britain's  soundly  based 
economy  for  no  discernible  gains. 

*  *  * 

The  U.S.  has  a  big  stake  in  these  three  countries'  future 
success  and  continued  attachment  to  free  enterprise  and 
free-market  economies.  Unfortunately,  since  we  have 
adopted  President  Clinton's  tax  increase,  discouraging 
investment  and  proclaiming  (but  not  achieving)  deficit  re- 
duction, we  cannot  be  of  much  comfort  to  our  friends.  H 
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Actually,  we're  a  bit  of  both. 


Our  core  telephone  operations  gn  e  lis  solid  revenues  and  the  operating  strength  of  a  real  workhorse.  \\  hile  our 
expansion  into  high  growth  fields  such  as  cellular  and  information  services  has  helped  us  race  ahead. 

The  results:  Forbes  500  ranking.  \  five-year  total  annual  return  of  25%.  And  '-V2  consecutive  years  of  annual 
div  idend  inen 

ALLTEL  Corporation.  For  more  information,  call  us  at  (501)  661-8999. 

CORPORATIC 

ALLTEL  Telephone  •  ALLTEL  Mobile  •  Systematics  •Computer  Power,  Inc.  •  ALLTEL  Supplj  •  HWC 
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WHAT'S  AHEAD  FOR  BUSINESS 


EDITED  DY  HOWARD  BANKS 


Next  on  the  agenda — \ 

President  Bill  Clinton  hadn't  even  signed 
die  Omnibus  Budget  Reconciliation  Act  of 
1993  before  he  began  talking  about  raising 
more  revenues,  this  time  via  a  value  added  tax,  or 
vat.  A  national  tax  on  sales  is  the  one  well  of 
money  that  Washington's  tax-and-spenders 
have  yet  to  tap. 

And  tap  it  they  surely  plan  to  do,  or  try  to 
do.  Huge  new  revenue  streams  will  be  needed  to 
pay  for  health  care,  and  to  paper  over  the  fact 
that  this  year's  tax  bill  will  fail  to  cut  the  deficit  as 
planned,  just  as  the  1990  budget  deal  signed 
by  President  George  Bush  failed.  Both  budget 


$100  billion  VAT? 

packages  promised  to  cut  the  budget  deficit  by 
about  $500  billion  over  five  years.  But  despite 
Bush's  promises,  last  year's  deficit  was  $290 
billion.  Because  Clinton's  tax-increasing  budget 
will  also  be  a  drag  on  the  economy,  there  is 
little  hope  that  it  will  reduce  the  deficit  by  any- 
where near  the  $496  billion  advertised. 

One  can  only  hope  and  pray  that  the  eco- 
nomic upturn  in  Germany  and  Japan  comes 
soon  enough  to  provide  markets  for  sufficient 
U.$.  exports  to  offset  the  economic  depressant 
(equal  to  about  1%  of  GDP  a  year)  that  the 
budget  package  is  about  to  cause. 


The  VAT  appeal 

If  the  White  House  now  turns  its  attention 
to  a  radical  overhaul  of  the  country's  health  care 
system,  at  a  likely  cost  of  more  than  $100 
billion  a  year,  where  will  the  money  come  from? 
That  explains  the  President's  interest  in  a  vat. 
Because  a  vat  is  almost  sure  to  be  discussed,  it's 
worth  repeating  a  few  facts  about  the  tax. 

First,  vat  seems  a  simple  tax,  collected  at 
each  stage  of  manufacture  or  producing  a  service 
and  ultimately  paid  by  consumers.  In  practice, 
however,  a  VAT  would  be  far  from  simple. 


It  would  take  a  5%  VAT  applied  across  the 
board  to  raise  the  $100  billion-plus  the  White 
House  needs  to  pay  for  health  care  reform. 
But  an  across-the-board  vat  is  highly  regressive, 
so  there  will  be  several  rates,  with  much  higher 
ones  (maybe  up  to  15%)  on  so-called  luxury 
items,  such  as  cars.  The  use  of  different  rates 
will  add  to  collection  costs,  which  are  in  any  case 
high — at  $1  per  $100  collected,  vat  costs 
roughly  twice  as  much  as  collecting  convention- 
al taxes. 


A  better  idea 


$AY  THIS  FOR  the  President:  By  raising  the 
subject  of  a  vat,  he  has  also  opened  the  way  for 
debate  on  what's  called  a  consumed  income 
tax.  In  its  purest  form,  a  tax  on  consumption 
would  replace  the  income  tax  and  would  tax 
only  the  money  that  people  (or  companies-)  ac- 
tually spend.  Left  in  the  bank,  money  earned 
but  not  spent  becomes  a  kind  of  universal  IRA, 
tax  sheltered. 

The  idea  of  a  consumed  income  tax  has 
gained  a  lot  of  attention  recently,  particularly 
from  Senators  Sam  Nunn  (D-Ga.)  and  Pete 
Domenici  (R-N.M.).  In  outline  form,  a  con- 
sumption tax  would  work  something  like  this: 

For  individuals.  There  would  be  a  large 
zero  bracket  of,  say,  $20,000  per  taxpayer,  plus 
deductions  for  dependents.  Any  money  spent 
above  this  amount  would  be  taxed.  To  retain 
progressivity,  Senator  Domenici  has  suggest- 
ed three  tax  brackets:  18%,  28%  and  32%  if  home 
mortgage  interest  is  not  deductible,  and  a 
couple  of  points  higher  if  it  is.  Allowing  interest 
deductions  on  second  homes  or  boat  mort- 
gages, deductions  for  contributions  to  charities 
and  the  like  (highly  political  choices)  would 
raise  the  top  rate  again.  But  that  would  be  it,  no 
other  deductions. 

For  businesses.  Corporations,  partnerships 


and  the  like,  with  more  than  $30,000  in  annual 
revenues,  would  pay  what  amounts  to  a  cash 
flow  tax.  Businesses  would  pay  tax  at  a  rate  of 
maybe  9%  on  their  annual  cash  flow,  defined  as 
receipts  from  sales  less  purchases  from  other 
businesses.  They  would  be  allowed  to  expense 
all  investment  and  inventory  additions. 

Implemented  intelligently,  such  a  tax  has  a 
lot  going  for  it.  A  consumption  tax  would,  for 
example,  eliminate  many  present  distortions, 
such  as  taxing  capital  gain  at  rates  different  from 
income,  and  the  double  (or  treble)  taxation  of 
corporate  dividends. 

"The  source  of  income  would  no  longer  be 
important,  just  what's  done  with  it,"  says  Barry 
Rogstad,  head  of  the  American  Business  Con- 
ference, and  a  consumed  income  tax  advocate.  A 
tax  on  consumption  would  also  match  one  of  a 
vat  tax's  few  advantages:  It  would  be  rebatable 
on  exports. 

Perhaps  the  most  important  advantage  of 
taxing  consumption  is  that,  by  definition,  it  en- 
courages savings.  That's  something  that  the 
U.S.  clearly  needs,  since  higher  savings  leads  to 
increased  investment  and  faster  wealth  cre- 
ation— and  more  jobs,  something  the  President 
promised  during  his  campaign  but  is  a  long 
way  from  delivering.  m 
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The  Department  of  Labor  reports  that  the  economy 
created  162,000  additional  nonfarm  jobs  in  July,  pushing 
down  unemployment  to  6.8%  of  the  work  force,  the  best 
showing  for  this  indicator  since  September  1991.  New- 
orders  for  durable  goods  increased  2.1%  (net  of  inflation) 
in  the  12  months  through  June,  while  inventories  declined 
by  6.8%  in  real  terms. 

More  buying  with  less  on  the  shelves  would  be  a  bullish 
combination — were  it  not  for  the  uncertainties  created  by  the 
new  tax  increases. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1 992' 

Ward's  Automotive 

6.0% 

Index  of  leading  indicators  June  vs  May 

Dept  of  Commerce 

0.1% 

Trade  balance  12  months  ended  May  1993 

Dept  of  Commerce 

-$98  bil 

All-commodity  producer  price  index  June  vs  May2 

Dept  of  Labor 

-0.1% 

GDP  2nd  quarter  vs  1st — annualized  growth 

Dept  of  Commerce 

1.6% 

M2  (3-month  change) — annualized  growth1 

Federal  Reserve 

4.0% 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  7/30/93. 2  Wholesale  goods. 3  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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unadjusted  (Dept  of  Commerce) 
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($billions).  seasonally  adjusted  (Dept  of  Commerce) 

■■MHHHHIHHMnHHnHMBMH 


3100 


3000 

"Ml 

2800   


Personal  income  ( 

disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


765 


750 


735 


720 


Consumer  installment  credit  (Sbiliions)  total, 
seasonally  adjusted  (Federal  Reserve) 


HMMSMHflHIMMHSMMHH 


MJJASONDJFMAMJ 


MJJASONDJFMAMJ 


MJJASONDJFMAMJ 


36 


Forbes  ■  August  30,  1993 


B 


R 


Safety  Is 
Standard  Equipment. 


With  the  1993  LeSabre, 
safety  isn't  an  afterthought. 
It's  a  quality  designed  in  right 
from  the  start. 


A  driver  air  bag  and 
energy-absorbing  steering 
column  are  standard. 


The  LeSabre  driver 
benefits  from  an  array  of 
accident-avoidance  features. 
Standard  anti-lock  brakes 
help  you  avoid  sudden 
trouble.  The  3800  V6  ^ 
engine  lets  you 
summon  power  at 


critical  moments.  An 
expansive  laminated 
windshield  helps  you 
see  harm's  way  before 
you're  in  it. 

And  if  an  accident 
proves  unavoidable, 
LeSabre  is  prepared. 
For  maximum  collision 
protection,  you're 
surrounded  by  a  passenger 
safety  cage,  front  and 
rear  crumple  zones, 
steel  side-guard 
door  beams  —  even 

energy-absorbing 
=<^y^    materials  inside  the 
cabin.  A  driver  air  bag 
combined  with  that 


LeSabre's  seatbelts 
fit  federally  approved 
child  safety  seats. 


Anti-lock  brakes  help 

you  steer  safely  during  panic  stops. 

features,  the  safety  belt 
system,  is  also  standard. 
Put  it  all  together 
and  you  have  Buick's 
Total  Safety  Systems™ 
The  culmination  of 
Buick's  dedication  to 
your  safety.  The  kind 
of  safety  that's 
designed  in  from  the  start. 

For  more  on  LeSabre  and 
Buick  safety  features,  call 
1-800-4A-BU1CK. 


fBuicks  PASS-Key® 

anti-theft  system  is  vexing 
i  would-be  thieves. 


LeSabre 's  safety  features 

help  make  it  an  ideal  family  car.    mOSt  Vital  Of  Safety 


BUICK 

The  New  Symbol  For  Quality 
In  America. 

rjjjjjl®  ©1992  GM  Corp  All  rights  reserved. 
LjtJ   LeSabre  is  a  registered  trademark  of  GM  Corp 
Buckle  up.  America! 


I've  built  about  65  golf  courses  since  what  kind  of  lie  you  have  down  there.  People 

I  started  back  in  1960.  As  I  build  a  course,  say  there's  a  lot  of  water  on  the  Tournament 

I  really  don't  have  a  whole  vision  of  what's  Players  Clubf  and  that's  true,  but  then  there 

going  to  happen  when  I  start.  I  walk  the  land  are  a  lot  of  good  golfers  out  there  too. 


to  get  a  feel  for  it,  because  I  make  all  my 


The  American  Express"  Card  is  welcomed 


Golfers  just  love  punishment 
(And  that's  where  I  come  in.) 


designs  in  the  dirt.  I  don't  know  how  to 
punch  a  computer  and  I'm  too  old  to  learn. 

Golf  is  a  mental  game,  and  golfers  are 
always  nervous.  So  I  constantly  try  to  work  on 
their  idea  of  how  a  hole  ought  to  be  played. 
Nowadays  the  only  ally  I  have  is  water;  that's 
the  only  hazard  they  can't  recover  from.  San 
is  easy,  but  if  you  go  into  water  you  know 


at  all  these  TPCsgolf  clubs,  and  it  does  just 

as  much  for  the  bad  golfer  as  it  does  for 

the  good  golfer. 

American  Express  reminds  you  the  Card 

is  welcomed  at  all  kinds  of  golf  courses. 

(And  Pete  would  like  to  remind  you  to  keep 

your  head  down.)  _ 

Pete  Dye 

Golf  Course  Designer  &  Builder 


a  ne  road  not 

taken 


The  truly  interesting  question  about 
Eastman  Kodak  is  not:  Why  was  Kay  Whitmort 
fired?  The  interesting  question  is:  Why  was 
he  elevated  in  the  first  place? 


By  Subrata  N.  Chakravarty  and  Amy  Feldman 


Kay  Whitmore  was  doomed  to  fail  as  Eastman  Kodak 
Co.'s  chief  executive  from  the  day  he  got  the  job.  Wrong 
person,  wrong  time. 

Whitmore,  61 ,  is  a  gentlemanly  engineer,  clearly  bewil- 
dered by  an  increasingly  competitive  business  environ- 
ment in  which  Kodak's  century-old  dominance  in  photog- 
raphy was  eroding.  His  whole  career  prepared  him  to  run  a 
Kodak  that  no  longer  existed. 

The  roots  of  Kodak's  present  problems  lie  in  its  funda- 
mental misreading  about  the  future  of  silver  halide  tech- 
nology, the  proprietary  film  coating  technology  on  which 
George  Eastman  and  his  successors  built  Kodak. 

Starting  in  the  early  1970s  Kodak's  management  appar- 
ently concluded  that  the  days  of  silver  halide  photography 
were  numbered.  Other  technologies,  including  electronic 
photography,  would  soon  replace  it. 

Instead  of  approaching  the  problem  deliberately,  Kodak 
management  under  then  Chief  Executive  Walter  Fallon 
panicked.  It  jumped  on  its  horse  and  galloped  off  in  all 
directions.  Virtually  all  of  Kodak's  problems  today  are  the 
result  of  decisions  made  and  not  made  since  then.  Many  of 
these  decisions  and  nondecisions  were  made  under  Fallon 
and  his  successor,  now  retired  Colby  Chandler,  with  Kay 
Whitmore  part  of  the  inner  circle. 

There  was  Kodak's  entry  into  instant  photography  in 
1976.  This  was  done  by  stealing  Polaroid's  technology. 
The  result:  heavy  losses,  a  fine  of  around  $900  million  paid 
to  Polaroid  in  1991  and  a  tarnished  reputation. 

That  debacle  w  as  followed  by  Kodak's  entry  into  repro- 
graphics. Kodak's  first  copying  machine  was  far  better  than 
anything  Xerox  had  at  the  time.  But  Kodak  failed  to 
exploit  its  advantage,  and  Xerox  regained  the  edge.  In 
1991  and  1992  Kodak  lost  money  on  its  $4  billion 
(revenues)  copier  and  information  systems  business. 

During  the  1980s  Kodak  set  itself  up  as  a  venture 
capitalist  for  a  number  of  new  technologies.  Most  did  not 
pay  off.  It  purchased  a  number  of  publishing  and  prepub- 
lishing  companies,  for  example.  But  Kodak's  sclerotic 
bureaucracy  had  neither  the  skill  to  manage  entrepreneur- 
ial companies  nor  the  willingness  to  admit  its  managerial 
shortcomings.  Atex,  for  example,  was  the  premier  copy 
processing  system  for  the  publishing  industry  when  Kodak 


bought  the  company  in  1981.  Atex's  founders,  stifled  by 
Kodak,  quickly  left;  a  decade  later,  Kodak  sold  Atex. 

Kodak's  rigid  corporate  culture  led  it  to  miss  enormous 
opportunities  as  well.  In  the  late  1960s  Kodak  developed 
one  of  the  first  videocassette  recorders.  But  it  refused  to 
believe  consumers  would  pay  for  such  expensive  products 
and  left  the  recorder  market  to  the  Japanese. 

More  than  a  decade  later  Kodak  introduced  an  even 
more  expensive  8mm  system  that  failed  to  make  much  of  a 
dent  in  the  market.  Its  new  photo-CD  is  intended  to  be  a 
bridge  between  silver  halide  photography  and  the  elec- 
tronic era  to  come.  Even  here,  however,  Kodak  proved  so 
inept  at  managing  freewheeling  electronics  types  that 
publishing  magnate  Mortimer  Zuckerman  has  stolen  away 
a  large  number  of  the  scientists  behind  the  system. 

An  even  more  calamitous  mistake,  of  course,  was  Ko- 
dak's entry  into  pharmaceuticals.  The  $5.1  billion  pur- 
chase of  Sterling  Drug  in  1988  has  proved  to  be  a  disaster. 
Kodak  about  tripled  its  long-term  debt  to  pay  more  than 
top  dollar  for  a  company  that  had  demonstrated  its 
mediocrity  by  having  very  little  in  its  own  research  pipe- 
line. Kay  Whitmore,  then  president,  was  the  driving  force 
behind  the  purchase  of  Sterling  Drug. 

But  perhaps  management's  worst  sin  was  to  fail  to  focus 
enough  on  its  core  business,  silver  halide  photography.  It 
was  not,  as  Kodak's  management  so  hurriedly  concluded, 
doomed.  Electronic  photography  was  still  decades  away. 
Even  today  it  has  primarily  industrial  applications.  And 
when  it  spreads  to  consumers,  it  will  complement,  not 
replace,  conventional  photography. 

In  chasing  shadows,  Kodak  neglected  substance.  Kodak 
is  a  leader  in  consumer  and  professional  films,  movie  and 
graphic  arts  films,  X-ray  and  other  medical  films.  These 
businesses  are  still  growing. 

In  the  most  saturated  film  market  of  all — the  U.S. — 
Harold  Martin  of  the  Wolfman  Report  says  that  there  has 
been  only  one  year  in  the  past  25  when  the  number  of] 
pictures  taken  has  dropped.  The  business  is  still  growing  at 
about  4%  a  year,  with  17  billion  exposures  in  1992.  Gross 
margins  on  film  exceed  50%,  estimates  Jacques  Kauft- 
mann,  an  industry  consultant.  Kodak  is  also  the  world's 
largest  producer  of  photographic  paper,  which  has  mar- 
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s  again  of  around  50%.  It  was  this  supposedly  dying 
;iness  that  saved  Kodak  from  disaster  in  the  last  few 
rs,  when  so  many  other  things  were  going  wrong, 
kit  where  once  Kodak  used  to  innovate  and  others 
ycd  catch-up,  from  the  late  1970s  Japan's  Fuji  Photo 
;an  to  take  the  lead  in  both  film  and  such  innovations  as 
nosable  cameras.  Kodak's  drift  culminated  in  the  em- 
rassing  loss  of  Olympic  sponsorship  rights  to  Fuji  for 
1984  Games  in  Los  Angeles.  That  event  seems  to  have 
ken  Kodak.  It  re-evaluated  its  business  and  began  to 
us  tighdy  on  film  once  again.  In  recent  years  it  has 
ained  its  technological  edge  in  film  and  has  begun  to 
i  back  market  share.  It  has  even  gained  ground  on  Fuji 
Japan.  Worldwide,  says  Kauffmann,  Kodak  now  has 
re  than  55%  of  the  film  market. 

kit  its  film  profits  have  been  diluted  by  too  high  costs 
I  by  losses  elsewhere.  For  example,  operating  income 
ti  the  imaging  segment  was  $1.3  billion  in  1991.  Yet 


'Whitmore,  fired  Eastman  Kodak  chief  executive 
abrupt  defenestration,  two  decades  in  the  making. 


Kodak's  pretax  income  was  a  mere  $11  million.  The  rest 
went  for  restructuring  charges  and  losses.  In  1992,  when 
restructuring  charges  and  losses  dropped,  pretax  income 
jumped  to  $1.6  billion. 

In  firing  Kay  Whitmore,  Kodak's  board  says  he  was 
made  to  walk  the  plank  because  he  was  too  slow  in  cutting 
costs.  But  this  is  window  dressing.  In  letting  Colby 
Chandler  pick  Whitmore  for  the  top  job  almost  four  years 
ago,  the  board  itself  made  a  mistake.  The  company  then,  as 
now,  needed  someone  not  cut  from  the  old  pattern. 

The  irony  was  it  could  have  picked  such  a  man.  In 
December  1989  the  Kodak  board  had  two  choices  to 
succeed  Chandler:  Whitmore,  steeped  in  Rochester's  cor- 
porate bureaucracy,  and  J.  Phillip  Samper,  whom  Chan- 
dler had  elevated  to  "executive  officer"  in  1986,  coequal 
with  Whitmore  in  the  office  of  the  chief  executive  . 

Samper  had  a  lot  going  for  him,  but  he  wasn't  one  of 
the  boys.  Samper,  whose  father  was  Colombian,  had 
spent  most  of  his  career  overseas,  far  from  Rochester. 
"He  was  the  most  un-Kodak-like  executive  I  ever  met," 
says  Lawrence  Klamon,  former  chief  executive  of  Fuqua 
Industries  (now  Actava  Group).  "He  was  decisive,  he  was 
aggressive  and  he  was  iconoclastic."  Klamon  worked 
closely  with  Samper  to  create  Qualex,  the  nation's  largest 
photofmishing  company,  a  joint  venture  between  Fuqua 
and  Kodak. 

Except  for  founder  George  Eastman,  Kodak's  chief 
executive  has  always  been  a  technical  man.  Whitmore  was 
an  engineer,  Samper  a  tough  marketing  executive,  more 
used  to  the  rough  and  tumble  of  the  marketplace  than  the 
collegial  brick  tower  in  Rochester.  Samper  was  widely 
considered  a  much  tougher  manager  than  Whitmore — 
one  who  would  have  driven  the  company  much  harder  to 
cut  costs,  reduce  debt  and  get  rid  of  businesses  that 
distracted  management  from  Kodak's  core  competences 
in  photography  and  image -oriented  electronics. 

"It's  my  belief  that  if  he  had  become  CEO,  he'd  have 
moved  Kodak's  headquarters  out  of  Rochester,"  Klamon 
says.  Such  a  belief,  widely  shared,  alarmed  the  traditional- 
ists at  Kodak,  as  did  Samper's  aggressiveness. 

In  any  event,  Chandler  picked  Whitmore,  the  board 
ratified  his  choice,  and  Samper  left  Kodak.  He  is  now  a 
management  consultant  in  Annapolis,  Md.  Ironically, 
Christopher  Steffen — the  hatchet  man  Whitmore  hired  as 
chief  financial  officer  early  this  year — was  even  more  hard- 
nosed  about  rapid  change  than  Samper.  He  lasted  just  1 1 
weeks  before  he  left  the  company. 

In  short,  Kay  Whitmore  didn't  fail  in  1992  or  1993.  By 
personality  and  inclination  he  was  doomed  to  fail  from  the 
start.  Kodak's  board,  in  making  a  conventional  decision  in 
picking  him,  must  share  the  blame  for  his  failures. 

The  deposing  of  Kay  Whitmore  symbolizes  the  end  of 
the  era  of  corporate  leadership  by  the  good  old  boys. 
Whitmore  was  typical  of  a  breed  who  ran  most  major  U.S. 
corporations  in  the  1970s  and  well  into  the  1980s.  Men 
(always  men)  who  rose  to  the  top  through  affability,  by 
being  "one  of  us,"  good  and  faithful  company  men.  A 
different  breed  is  required  now:  unsentimental,  attuned  to 
marketing,  global  in  perspective.  Kodak  is  looking  for  one 
of  those.  It  would  have  been  money  ahead  had  it  under- 
stood all  this  a  half  decade  ago.  HB 
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What  did  Louis  Gerstner  mean  when  he  said  that  the 
last  thing  IBM  needed  right  now  was  a  vision?  To 
understand  what  he  was  driving  at,  visit  IBM's  vaunted 
research  labs  and  talk  with  the  boss. 

The  vision  thing 


By  James  R.  Norman 

I  )bj  ssed  in  ills  white  lab  coat,  physi- 
cisi  Fames  C.  McGroddy  is  a  key 
member  of  Chairman  Louis  Gerst- 
ner's  turnaround  crew  at  ihm.  A  vice 
president  of  science  and  technology, 
McGroddy  is  director  of  IBM  Re- 
search, whose  $500  million  annual 


budget  makes  it  one  of  the  U.S.' 
premier  research  organizations. 

More    than    ever    these  days, 
McGroddy,  56,  is  prodding  his  3,000 
workers— 1,000  of  them  blue-sky  ac 
ademics — at  the  Yorktown  Heights, 
N.Y.    Thomas  J.  Watson  Research 


Center  to  think  more  like  entrepre 
neurs.  McGroddy  is  talking  royalties, 
bonuses,  stock  options — and  even  all 
chance  at  running  a  spinoff  company. 
"We  want  you  to  be  much  more 
worldly,11  he  admonishes  the  troops. 
I. est  (he  scientists  worry  about  he 
coming  too  commercial,  he  assures 
them:  "It's  okay.  You're  not  losing 
your  religion.11 

Religion  is  an  apt  word  for  the  way 
IHM  researchers  have  in  the  past  re- 
garded their  calling.  They  were  in 
general  free  to  pursue  their  studies 
wherever  they  led,  without  much  re- 
gard for  their  relevance  to  ihm's  busi- 
ness. No  more.  Like  the  other  big 
research  monasteries — from  Bell  Labs 
to  Los  Alamos —  IBM's  labs  are  now 
expected  not  to  add  to  the  world's 
store  of  knowledge  but  to  develop 


James  McGroddy, 
IBM  Research 
vice  president 
To  make  science 
pay,  he  licensed 
new  vacuum- 
deposition 
chip  technology 
to  Leybold  AG. 
"It's  okay. 
You're  not  losing 
your  religion." 
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:>ducts  that  the  parent  can  sell, 
any  who  can't  adapt  are  leaving; 
out  400  of  IBM's  researchers  will 
ve  taken  transfers  or  early  retire- 
nit  by  the  end  of  this  year. 
Those  who  remain  are  sifting  old 
pers  and  patents  for  salable  ideas. 
A  labs  could  be  a  treasure  trove  of 
tapped  technology,  much  of  it  de- 
oped  for  ibm's  internal  use.  Already 
:  labs  have  sold  chip  processes  to 
:  Germans  and  have  set  up  a  sepa- 
e  business  building  ultrasensitive 
croscopes  that  detect  minute 
>mic  changes,  which  IBM  pioneer- 
.  "You  won't  see  IBM  silverware," 
rs  Mark  Bregman,  who  works  un- 
r  McGroddy,  "but  we  might  li- 
ise  our  electroplating  process  to 
nebody  else." 

Sometimes  IBM  will  license  a  process 
d  retain  an  interest  in  the  licensee, 
ample:  Integrated  Surgical  Systems, 
:.,  a  California  startup  using  patent- 
IBM  robotics  to  drill  bones  for  joint 
>lacements.  IBM  has  invested  several 
Uion  dollars  for  a  major  equity  stake . 
entist  Bela  Musits  got  McGroddy's 
:king  to  leave  IBM  to  head  the  com- 
ly.  Why  didn't  IBM  just  develop  the 
xess  itself?  Because  it  was  obvious 
it  the  venture  would  do  better  in  a 
v-overhead  entrepreneurial  atmo- 
lere.  "Having  the  idea  and  coming 
with  a  prototype  is  the  easy  part," 
s  Musits.  "Making  it  a  business  is 
-d." 

It  was  a  similar  spinoff  that  scored 
:Groddy  one  of  his  big  coups  at 
A:  forming  a  joint  venture  in  1989 
Ji  Toshiba  to  use  IBM's  unique  but 
:n  unneeded  flat-screen  display 
hnology.  Now  that  is  a  major  busi- 
es, with  IBM  a  big  customer. 
In  retaining  interests  in  such  tech- 
logical  spinoffs,  McGroddy  and 
lers  at  IBM  are  haunted  by  the 
:mory  of  past  opportunities  they  let 
by.  Supposing  IBM  had  insisted  on 
ning  a  piece  of  Microsoft  when 
it  then  tiny  company's  software  got 
mighty  boost  from  the  launching 
the  IBM  personal  computer  a  de- 
le ago? 

"Each  year  four  or  five  new  entities 
uld  create  enormous  value  for 
A."  says  McGroddy.  "Some  would 
ift  back  onto  IBM;  others  would 
nd  on  their  own." 
[n  some  cases,  McGroddy  is  using 
earch  funds  to  do  his  own  product 


Computer-driven  Robodoc  drills  a  bone  for  an  implant 
If  IBM  can't  use  an  idea,  it'll  spin  it  off  to  others. 


development,  end-running  IBM's  bu- 
reaucracy. An  example  of  this  fast-to- 
market  research  spinoff:  ibm's  Power 
Visualization  System  supercomputer 
for  digital  image  processing.  Special- 
effects  studios  have  been  snatching 
up  these  half-million-dollar  units, 
and  McGroddy's  people  are  wheel- 
ing and  dealing  with  software  houses 
to  build  up  a  library  of  graphics  soft- 
ware faster  than  they  could  ever  be 
written  in-house. 

The  supercomputer  marks  a  radical 
departure  for  IBM — it  was  developed 
entirely  within  McGroddy's  lab.  In- 
deed, McGroddy's  whole  approach  to 
the  still  emerging  multimedia  market 
is  new. 

In  the  old  days,  to  crack  a  new 
market  IBM  first  set  to  work  develop- 
ing an  elaborate  product  and  market- 
ing strategy.  With  multimedia  it  tried 
for  more  than  a  year  to  negotiate  far- 
reaching  pacts  with  the  likes  of  Time 
Warner  and  TCI — and  failed.  So 
McGroddy  is  pragmatically  going  af- 
ter that  market  niche  by  niche,  not 
with  a  grand  scheme. 

Multimedia — the  combined  pro- 
cessing of  pictures,  sound,  words  and 
data — is  now  a  key  area  for  IBM.  This 
involves  compression,  storage  and 
re-creation  of  a  huge  amount  of  data. 
With  its  leadership  in  mainframes, 
IBM  has  a  clear  edge  in  this  process, 
which  requires  vast  amounts  of  com- 
puter power. 


IBM  already  has  set  up  a  joint  ven- 
ture with  Laser-Pacific  Media  Corp. 
to  squeeze  movies  onto  CDs.  It  also 
has  a  new  test  venture  with  Bell  Atlan- 
tic to  deliver  movies  on  demand  over 
the  phone.  Both  these  deals  were  put 
together  by  a  new  IBM  venture  capital 
group  called  Fireworks  Partners.  "If 
we  can  get  there  first,"  says  Fireworks 
President  Robert  Carberry,  "we  can 
set  the  standard." 

Getting  there  first  often  requires 
quicker  action  than  ibm's  old  ap- 
proach. Hence  the  joint  ventures,  us- 
ing either  IBM  money  or  technology 
to  bypass  the  older  ways.  So  far  Fire- 
works has  revealed  nine  such  ven- 
tures, with  others  still  secret.  None  of 
them  are  very  large,  yet. 

Some  have  had  troubles,  and  IBM 
has  had  to  step  in.  Last  month  Carber- 
ry's  number  two  man,  Michael  Braun, 
was  sent  in  to  run  Kaleida,  a  lagging 
IBM  joint  venture  with  Apple  Com- 
puter. Kaleida  has  spent  upwards  of 
$50  million  writing  a  language  called 
ScriptX  to  let  future  CD-ROM  players 
read  any  of  the  dozen  or  more  CD 
formats. 

The  key  term  for  all  this  is,  of 
course,  pragmatism:  doing  what 
works,  not  what  the  manuals  dictate. 
This  was  what  Louis  Gerstner  must 
have  meant  when  he  made  his  much 
criticized  statement  last  month  that 
"the  last  thing  IBM  needs  right  now  is 
a  vision."  Hi 
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Merck  is  gambling  that  it  can  swallow  young, 
entrepreneurial  Medco  without  destroying  its  spirit. 

Anticipating 
Hillary 


By  Howard  Rudnitsky 

Can  you  successfully  merge  a  high  - 
ly  entrepreneurial  company,  its  proud 
manager  still  running  the  show,  with 
an  old-line  blue-chip  corporate  giant? 
Business  history  is  full  of  examples 
where  indigestion  resulted — Ross 
Perot  with  General  Motors,  Charles 
Schwab  with  Bank  of  America,  to 
name  but  two.  Eastman  Kodak  (see p. 
40)  acquired  and  wrecked  several  en- 
trepreneurial companies. 

Undaunted  by  these  sad  examples, 
proud  old  Merck  &  Co.  has  decided 
to  spend  $6  billion  in  an  effort  to  meld 
itself  with  a  far  smaller,  younger  and 
more  venturesome  outfit. 

In  acquiring  Medco  Containment 
Services,  $9.7  billion  (revenues) 
Merck  &  Co.  is  taking  over  a  company 
that  is  the  creation  of  a  5  3 -year-old 
New  York  City  financial  man  and 
seeking  to  blend  it  with  its  own  w  ell- 
run  but  highly  bureaucratized  phar- 
maceutical business.  Merck  is  a  re- 
search-oriented producer  of  high- 
margin  pharmaceuticals.  Medco  is 
pure  marketing  and  appeals  to  the 
cost-conscious. 

Will  the  merger  work? 

If  it  doesn't  work,  Merck  Chairman 
P.  Roy  Vagelos  will  end  up  looking 
awfully  dumb.  Merck  &  Co.  has 
agreed  to  pay  $6  billion  in  stock  and 
cash  for  Montvale,  N.J.'s  Medco. 
That's  a  stiff  price  for  about  $2.5 
billion  in  revenues  and  $138  million 
in  net  income.  Medco  owns  no  pat- 
ents, possesses  relatively  few  phvsical 
facilities.  It  is  essentially  a  mailing  list 
with  33  million  names. 

In  doing  the  deal,  Vagelos  is  taking 
a  long-term  strategic  risk.  He  did  not 
need  Hillary  Clinton  to  remind  him 
that  people  were  worried  about  rising 
medical  costs  and  that  the  high  prices 


of  pharmaceuticals  were  a  powerful 
irritant.  Or  that  the  growth  of  man- 
aged health  care  was  putting  pressure 
on  drug  prices  and  profit  margins. 
Merck  would  have  to  live  in  an  era 
when  price  was  becoming  at  least  as 
important  as  quality  and  innovation. 

Merck's  traditional  strength  has 
been  with  the  physicians  called  upon 
by  Merck's  highly  paid  detail  people. 
But  drug-prescribing  is  shifting  away 


Medco  Chairman  Martin  Wygod 

He'll  either  shake  things  up  or  leave. 


from  doctors  to  managed  care  outfits 
with  their  emphasis  on  reducing  med- 
ical costs.  Consumers  of  medical 
products  and  services — through  their 
insurers  and  health  providers — pay 
less  buying  drugs  by  mail  order  than 
by  more  conventional  ways. 

Managed  care  outfits  now  purchase 
some  40%  of  outpatient  pharmaceuti- 
cals. In  five  years  that  will  rise  to  at 
least  60%.  As  they  come  to  dominate 
the  market,  the  managed  care  compa- 
nies will  certainly  play  one  drugmaker 


against  another  to  beat  down  prices. 

In  buying  Medco,  Merck  gets  ai 
ready  made  mass  distribution  system. 
If  $6  billion  sounds  like  a  lot  of] 
money,  think  how  long  it  would  take 
and  how  costly  it  would  be  for  Merck 
to  trv  to  build  its  own  network. 

That's  why  medical  industry  con- 
sultant John  Wilkerson  says  of  the 
acquisition:  "It's  a  watershed  event 
for  the  drug  industry.  It's  a  recogni- 
tion that  a  new  era  has  dawned." 

In  this  new  era  Merck  will  need  to 
change  its  ways  drastically.  If  Medco 
were  to  push  only  Merck  drugs — as 
Merck's  detail  people  do  today — 
Medco  would  lose  business  to  other 
mail-order  competitors  handling  a 
broader  range  of  suppliers.  Medco 
and  Merck  managements  insist 
Medco  will  remain  objective  and  not 
favor  Merck  drugs.  This  objectivity 
could  lessen  the  value  of  the  merger  to 
Merck,  but  it  has  no  real  alternative. 

Can  Medco  retain  the  entrepre- 
neurial drive  that  built  it  to  a  S6 
billion  value  in  ten  years?  That's  the 
real  test.  Merck's  bloated  operating 
costs  must  be  reduced,  and  Medcoi 
must  be  insulated  from  big-company 
hubris.  Merck  began  cutting  costs 
when  it  announced  a  second-quarter 
$775  million  pretax  charge,  largely  to 
cover  early  retirement  offers  to  2,100 
of  its  38,400  employees.  More  cost- 
cutting  is  certainly  in  the  cards.  Such 
cuts  go  against  the  grain  of  a  company 
like  Merck. 

Maybe  the  biggest  test  will  be  one 
of  personalities.  Medco  Chairman 
Martin  Wygod  is  your  classic  entre- 
preneur. He  started  on  Wall  Street 
with  a  $20,000  stake  from  his  mother. 
He  spent  20  years  on  small-scale  in- 
vestment banking  and  acquisitions.  In 
1977  he  discovered  medical  sen  ices: 
With  $2  million,  Wygod  gained  con- 
trol of  Glasrock,  a  maker  of  plastic 
products  for  the  medical  industry, 
and. in  1983  sold  it  for  a  huge  profit. 

He  soon  realized  that  with  the  pop- 
ulation aging  and  patients  spending 
less  time  in  the  hospital,  more  and 
more  prescriptions  would  be  written. 
Why  not  by  mail  order,  an  efficient 
and  convenient  mode  of  distribution? 
Tucked  away  in  a  company  owned  by 
sleazy  corporate  raider  Victor  Posner 
was  a  mail-order  distributor  of  drugs 
and  vitamins.  Wygod  bought  the 
mail-order  company  for  $36  million, 
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umped  the  vitamins  and  concentrat- 
i  on  the  drugs. 

Enter  Michael  Milken  and  Drexel 
urnham.  Wygod  was  the  sort  of 
itrepreneur  who  appealed  to  them, 
)  they  helped  him  raise  the  money  he 
eeded  to  expand.  Wygod  built 
ledco  into  what  it  is  today.  Medco's 
lares,  taken  public  in  1984  at  around 
2.25  (adjusting  for  splits),  are  at 
3%  now  and  will  be  worth  39  when 
le  merger  is  completed. 

Along  with  the  company,  Merck 
ill  acquire  Marty  Wygod.  He  owns  2 
lillion  Medco  shares  and  has  options 
)  acquire  another  1 .2  million.  As  part 
f  the  deal,  Wygod  will  collect  a  $60 
lillion  fee.  If  he  reinvests  this  and  the 
ish  he  gets  in  Merck  stock,  he  may 
ind  up  owning  around  5  million 
lares  of  Merck,  making  him  its  larg- 
;t  individual  shareholder.  Wygod 
ill  continue  to  run  Medco  and  will 
•in  Merck's  board. 

Clearly,  Wygod  will  be  heard.  He 
tys:  "Anyone  who  knows  me  knows 
m  not  the  passive  type.  That  doesn't 
lean  I  will  try  to  throw  my  weight 
round.  I  will  be  just  one  board  mem- 
sr,  and  I  intend  to  be  constructive." 

Being  constructive  could  in  the  end 
ivolve  Wygod  running  Merck.  He  is 
nly  53,  and  Vagelos  is  slated  to  retire 
:xt  year.  Richard  Markham,  who 
as  appointed  president  and  chief 
Derating  officer  in  January  of  this 
:ar,  left  Merck  some  six  months  later 
>r  "personal  reasons."  Thus  Vagelos 
is  no  clear  successor. 

Whether  he  becomes  Merck  chair- 
lan  or  not,  Wygod  has  strong  views 
)out  the  industry.  He  has  berated 
rge  pharmaceutical  companies  for 
ccessive  spending  on  marketing  and 
Iministrative  costs.  His  outspoken- 
:ss  will  ruffle  feathers  at  this  conser- 
itive  company.  Eventually  he'll 
lake  things  up  or  be  forced  to  leave. 

Grant  this  to  Chairman  Vagelos: 
nlike  the  former  bosses  at  IBM,  GM 
id  American  Express,  he  realizes 
lat  history  has  changed  the  rules  of 
le  game.  And  unlike  the  people  who 
in  Eastman  Kodak,  he  did  not  seek 
Ivation  in  unrelated  or  thinly  related 
iversification:  In  buying  Medco, 
lerck  is  showing  confidence  in  the 
tture  of  its  industry  but  in  a  radically 
langed  environment.  Vagelos  has 
ied  to  force  change  rather  than  have 

forced  upon  him.  Bi 


The  union  that  controls  Weirton  Steel  is  seething 
with  anger  at  the  chairman  and  his  attorney  friend, 
whose  firm,  the  union  says,  is  trafficking  with  the  enemy. 


Divided  loyalty) 


i 


By  Robert  Lenzner  and  Kate  Bohner 

Posted  on  the  union's  bulletin 
board  and  in  the  bathrooms  of  the  $1 
billion  West  Virginia  Weirton  Steel 
Corp.  is  the  likeness  of  outside  direc- 
tor Harvey  Sperry.  The  cartoons  are 
not  flattering.  Sperry's  face  is  swollen, 
his  neck  choked  by  a  noose. 

The  symbolic  lynching  is  a  big 
comedown  for  the  man  hailed  by 
Weirton  steelworkers  ten  years  age 
for  saving  the  company  and  the  jobs 
of  its  8,300  workers.  As  a  partner  of 
New  York's  Willkie  Farr  &  Gallagher, 
Sperry  helped  create  an  employee 
stock  ownership  plan  that  gave  the 
workers  100%  of  the  company. 

That  was  then.  But  since,  in  the 
eyes  of  Weirton's  workers,  Sperry  has 
been  trafficking  with  the  enemy.  Over 
the  past  decade  Sperry's  firm  has  rep- 
resented as  clients  foreign  steel- 
makers, some  of  whom  are  among 
Weirton's  fiercest  competitors. 

In  fact,  by  1992,  Willkie  Farr  de- 
fended foreign  companies  in  34  of  the 
antidumping  suits  brought  by  the  big 
U.S.  steel  companies.  Its  clients  in- 
clude Stelco,  Canada's  largest  steel 
company,  Taiwan's  China  Steel  Corp. 
and  the  Brazilian  Iron  &  Steel  Insti- 
tute. On  July  27  the  foreigners  scored 
big  when  the  International  Trade 
Commission  ruled  that  the  compa- 
nies Willkie  Farr  represented  didn't 
have  to  pay  any  damages. 

What  especially  outraged  some  of 
Weirton's  workers  was  that  Sperry 
didn't  fully  disclose  Willkie  Farr's  role 
until  May  of  last  year.  "Our  member- 
ship felt  betrayed,"  says  Mark  Glyptis, 
president  of  the  Independent  Steel 
Workers  Union  and  a  Weirton  direc- 
tor. "Sperry's  firm  has  been  repre- 
senting the  people  who  are  putting  us 
out  of  work."  Losing  market  share  to 
foreign  steel,  Weirton  has  been  cut- 
ting its  work  force  since  the  late  1980s 
and  has  already  begun  to  cut  it  by 


another  25%. 

Phillip  H.  Smith,  former  chairman 
of  Pittsburgh -based  Copperweld 
Corp.,  an  outside  Weirton  director 
and  a  large  shareholder,  agrees  with 
the  union.  "Sperry's  dual  representa- 
tion is  a  cancer  eating  at  the  corporate 
body,"  Smith  says.  "It's  an  outra- 
geous conflict  of  interest."  Smith  says 
he  only  learned  about  Willkie  Farr's 
divided  loyalties  when  he  read  in  a 
book  that  the  firm  represented  Japa- 
nese steel  interests. 

Weirton  has  lost  SI 07  million  since 
the  first  quarter  of  1990.  A  main 
factor  in  the  company's  recovery  is 
whether  the  prices  of  galvanized  steel 
and  tinplate  recover  to  their  mid- 
1990  levels.  That'll  be  tough:  Willkie 
Farr's  foreign  clients  have  to  stop 
undercutting  U.S.  prices. 

For  its  part,  Willkie  Farr  sees  no 
conflict  of  interest,  arguing  that  a 
"Chinese  wall"  exists  between  its 
Washington  office,  representing  the 
foreign  steelmakers,  and  the  New 
York  office,  which  gets  about  SI  mil- 
lion a  year  for  Weirton's  legal  work. 

Disagreeing,  independent  director 
Smith  hired  another  law  firm,  Grand 
Rapids,  Mich. -based  Varnum,  Rid- 
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dering,  Schmidt  &  Hewlett,  to  pre- 
pare an  independent  assessment  of 
Willkic  Fair's  divided  role.  The  re- 
port, given  to  Weirton  board  mem- 
bers just  before  the  July  1992  board 
meeting,  labeled  Willkic  Fair's  sell 
serving  defense  as  "superficial  and 
incomplete." 

As  the  battle  heated  up,  Weirton 
Chairman  Herbert  Elish,  60,  sided 
with  Sperry  and  Willkic  Farr.  Elish 
and  Sperry  arc  friends,  and  Sperry  was 
instrumental  in  getting  Elish  in  as 
chief  executive  officer  in  1987,  a  posi 
tion  that  paid  Elish  about  $700,000 
last  year.  At  Weirton's  August  1992 
b<  lard  meeting,  Elish  prevailed  on  9  of 
the  12  members  to  waive  any  conflict 
of  interest  on  the  part  ofWillkie  Farr 
&  Gallagher.  Smith,  after  sounding 
off  on  the  Sperry  matter,  w  as  relieved 
of  his  duties  as  chairman  of  Weirton's 


Weirton  Chairman  Herbert  Elish 
Standing  up  for  his  lawyer  friend. 


audit  committee  last  November.  "1 
have  no  doubt  at  all  about  Sperry's 
loyalty,'"  Elish  told  Forbes. 

His  worker/shareholders  disagree. 
A  showdow  n  is  brewing  over  Weir- 
ton's need  to  raise  more  capital.  The 
management  and  its  bankers  want  to 
sell  m<  >re  equity. 

But  that  would  dilute  the  employee 
holdings  and  their  current  77%  voting 
power.  The  steelw  orkcrs  say  this  will 
decrease  their  power  in  the  company. 
Defeat  of  the  financing  plan  would  be 
a  setback  for  Elish,  w  ho  favors  it.  At 
the  May  1993  annual  meeting,  Elish 
received  by  tar  the  lowest  majority  of 
votes  cast  for  directors — only  57%  of 
the  shares  were  voted  in  favor  of  Elish, 
while  the  other  four  directors  aver- 
aged over  70%.  Local  union  leader 
Mark  Glyptis  makes  it  clear  that  he  is 
after  Sperry's  head. "There  should  be 
significant  changes  in  board  gover- 
nance," he  savs.  BM 


As  a  stodgy  old  industry  adapts  to  competition, 
Bernard  Reznicek  is  quietly  pushing  Boston  Edison 
from  being  a  laggard  to  becoming  a  leader. 

Who  needs 
meter  readers? 


By  Manjeet  Kripalani 

Bernard  Reznicek,  chairman  and 
chief  executive  of  Boston  Edison  Co., 
sips  coffee  out  of  a  paper  cup  as  he 
looks  out  of  his  36th  floor  office  win- 
dow at  the  sun  sparkling  on  the 
Charles  River  in  Boston.  "We've 
done  the  blocking  and  the  tackling," 
he  says  of  the  $1.4  billion  (1992 
revenues)  company  he  has  been  busy 
fixing  since  he  became  chief  in  1987. 
"Now  we  have  to  be  creative." 

Creative?  Utilities?  Isn't  this  a  busi- 
ness where  creativity  consists  largely 
of  thinking  up  new  ways  to  coax  rate 
increases  out  of  curmudgeonly  utility 
commissioners?  Not  anymore. 

It  used  to  be  so  simple  to  be  in  the 
utility  business.  You  had  a  monopoly 
and  a  guaranteed  rate  of  return  on 
investment.  You  didn't  have  to  worry 
overmuch  about  details  like  the  cost 
of  union  contracts,  the  price  of  the 
fuel  you  burned  or  environmental 
cleanup  charges.  Those  were  built 
into  the  rate  base,  and  so  became  the 
customers'  problem.  You  endured  a 
few  hours  of  screaming  from  consum 
crs  every  few  years  at  rate  hearings, 
and  then  you  got  a  rate  increase.  It 
was  never  enough.  Sometimes  you 
had  to  go  to  court  to  squeeze  a  little 
more  than  the  political  commission 
wanted  to  give  you.  But  even  your 
legal  costs  were  part  of  the  rate  base. 

But  utilities  won't  be  monopolies 
much  longer.  Congress  has  allowed 
customers  to  generate  their  own  pow- 
er and  sell  what  they  don't  need, 
requiring  the  utility  to  buy  it.  Con- 
gress also  ordered  utilities  to  open 
their  transmission  lines  to  power  pro- 
duced by  others.  It's  only  a  question 
of  time  before  the  nonutilities  win  the 
right  to  sell  power  directly  to  consum 


ers,  picking  off  some  of  the  best. 

If  you  think  of  public  utilities  as 
monopolies,  your  thinking  is  badly 
out  of  date.  That's  not  true  of  Bernie 
Reznicek,  but  he  took  over  a  company 
whose  thinking  was  out  of  date. 

What  he  found  was  a  company 
embroiled  in  acrimonious  disputes 
w  ith  its  customers  as  well  as  its  not  on 
ously  political  regulators.  The  compa- 
ny was  constantly  in  court.  The  Nu- 
clear Regulatory  Commission  de- 
clared its  Pilgrim  nuclear  power  plant 
among  the  country's  most  inefficient. 
It  had  to  be  shut  down  in  1986. 

Reznicek  was  an  outsider.  He  had 
spent  seven  years  as  president  of  state- 
owned  Omaha  Public  Pow  er  District, 
and  was  reputed  to  be  tactful  with 
regulators.  He  started  by  acknowl- 
edging Boston  Edison's  mistakes. 
"When  you're  w  rong,  you  gotta  say 
it,"  says  the  Jesuit-educated  Rezni- 
cek. Sue  less,  talk  more  became  the 
company's  motto. 

At  Pilgrim,  Reznicek  invested  $400 
million  in  upgrading  the  safety,  com- 
puter and  generation  systems.  To  get 
permission  to  restart  the  plant  in 
1989,  he  worked  out  an  innovative 
performance  plan  with  the  regulators. 
If  the  plant  operated  at  below  60% 
capacity,  Boston  Edison  would  pay  a 
penalty  of  $1  million  per  percentage 
point;  if  it  operated  at  over  76%, 
Boston  Edison  would  make  a  million 
per  point  above  the  regulated  rates.  In 
1992,  w  ith  a  capacitv  factor  of  over 
84%,  Pilgrim  earned  an  additional 
$8.5  million.  Entirely  through  cost- 
cutting,  Boston  Edison  went  from 
being  the  state's  highest-cost  produc- 
er in  1987  to  the  second-lowest  to- 
day. Prom  a  deficit  of  S16  million  in 
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More  Sensible  Than  The  Swedes. 

Who  said  a  car  has  to  be  Swedish  to  be  safe?  Introducing  the  1994  Alfa  Romeo  164LS.  An 
automobile  that  proves  safety  doesn't  necessarily  have  to  come  in  a  box.  Underneath  the 
164's  gorgeous  Pininfarina  exterior  you  will  find  front  and  rear  crumple  zones,  a  driver's  air 
r1"  bag,  side-impact  beams  in  each  door,  and  the  latest  Bosch  anti-lock  ABS 
A  braking  system. 

And  when  you  consider  that  the  164LS  has  free  scheduled  maintenance  for  3  years  or  36.000 
miles*and  more  power  than  the  Saab  9000CDE  Turbo  or  the  Volvo  960,  it  becomes  obvious  that 
the  potent  Alfa  Romeo  164LS  is  as  sensible  as  it  is  beautiful. 


More  Powerful  Than  The  Germans. 

With  210  horsepower,  the  24-valve,  all-aluminum  V6  engine  in  the  164LS  is  even  more  powerfu 
than  the  BMW  525i,  the  Mercedes-Benz  300E  2.8  and  the  Audi  100CS. 

The  164  also  has  the  power  to  endure.  With  computer-controlled  Hose 
Motronic  fuel-injection,  direct-firing  distributorless  ignition,  a  large  oi 
cooler  and  a  stainless  steel  exhaust  system.  Of  course,  power  has  its  price, 
right?  Not  with  the  Alfa  Romeo  164 LS.  It  also  costs  less.** 


More  Beautiful  Than  You  Imagined. 

As  for  beauty,  the  164's  Pininfarina  styling  speaks  for  itself 
And  it's  just  as  beautiful  inside,  with  a  complete  leather 
interior,  remote  security,  sunroof,  heated  front 
seats  and  all  the  other  features  you 
expect  in  a  performance  sedan 
of  this  caliber. 

Test  drive  the  new  164  LS.  I 
It  has  the  beauty,  power  and  M 
safety  you're  looking  for  and  it's 
all  in  one  world-class  automobile. 
For  more  information,  or  your 
nearest  dealer,  call  1-800-245-ALFA. 

Introducing  the  new  1994  Alfa  Romeo  164LS. 


Till;  POWER  TO  KXPRLSS  YOURSELF 


*See  your  dealer  for  details.  **Based  on  1. 99  1  manufacturer's  suggested  retail  price  lor  the  L64LS  and  1 993  manufacturer's  suggested 
retail  prices  for  competitive  makes.  Actual  prices  are  set  b)  dealer  and  may  vary.  ©1903  Alfa  Romeo  I  distributors  of  North  America. 


>n  Edison 


Boston  Edison 
Chairman 
Bernard  Reznicek 
"I  pursue  things 
that  are  doable. 
If  you're  a  long 
distance  runner, 
you  have 
to  prepare 
yourself  for  it." 


L989,  earnings  have  grown  to  $107 
million  last  year. 

From  being  a  laggard  in  its  indus 
try,  Boston  Edison  has  first  caught  up 
and  is  now  moving  toward  the  van- 
guard. Adapting  his  once  stodgy 
company  to  the  new  competitive  situ- 
ation, Reznicek  is  starting  Boston  En- 
ergy Technology  Group,  an  unregu- 
lated subsidiary — not  for  random  di- 
versification but  to  engage  in 
businesses  Boston  Edison  knows  well: 
consulting  and  construction  services 
for  pe<  >ple  wanting  to  build  or  operate 
generating  facilities.  Unlike  others, 
Reznicek  is  not  planning  to  build 
plants  overseas,  where  the  returns 
but  also  the  risks — arc  higher.  "We're 
not  reaching  for  the  moon,"  says  the 
soft-spoken  utility  veteran.  "I  prefer 
to  take  things  in  manageable  bites." 

The  subsidiary  will  also  be  involved 
in  developing  electric  transportation 
for  the  northeastern  states — distrib 
utiiig  electric  v  ehicles  and  developing 
charging  stations. 

Shaking  the  company  out  of  its 
ingrown  ways,  Reznicek  hired  a  veter- 
an of  the  department  store  business, 
Alison  Aklen,  who  runs  Boston  Edi- 
son's customer  service  and  sales  de- 
partment. "We  have  to  be  as  aggres- 
sive as  any  computer  company,  in 
competitive  pricing  and  [introducing] 
new  technologies  and  products — like 
a  consulting  service  for  managing 


power  systems,"  says  Alden. 

In  1991  the  Massachusetts  Bay 
Transportation  Authority,  one  of 
Boston  Edison's  oldest  and  largest 
retail  customers,  won  permission 
from  the  slate  legislature  to  generate 
its  own  power.  Rather  than  lose  the 
mbta's  business,  Reznicek  quickly  bid 
for  the  management  contract,  win- 
ning against  Boston  Edison's  larger 
rival,  Northeast  Utilities.  Boston 
Edison's  bid  was  extremely  low,  but 
in  exchange  the  transit  authority 
agreed  to  buy  all  the  power  it  needed 
from  Boston  Edison  rather  than  gen- 
erating its  own;  previously  Boston 
Edison  had  provided  only  two-thirds 
of  the  transit  needs. 

Reznicek  is  determined  that  even 
where  Boston  Edison  cannot  hold  on 
to  business,  it  will  at  least  get  a  piece  of 
it.  For  instance,  Massachusetts  Insti- 
tute of  Technology  will  soon  con- 
struct and  operate  its  own  cogenera- 
tion  plant.  Through  its  subsidiary, 
Boston  Energy  Technology  Group, 
Boston  Edison  plans  to  bid  for  the  job 
itself.  If  it  loses,  it  will  offer  to  find  a 
suitable  independent  and  take  a  fee 
for  brokering  the  deal. 

But  Reznicek's  most  ambitious 
project  is  a  fully  integrated,  comput- 
erized power  management  system,  a 
first  in  an  industry  that  still  does  most 
things  on  paper.  The  system  will  allow 
salesmen  to  plan  the  power  needs  of  a 


new  building  and  instantly  transmit 
them  from  the  site  to  a  central  com- 
puter. It  will  also  locate  trouble  spots 
anywhere  in  its  service  territory  even 
before  the  customer  calls  in.  Boston 
Edison  Co.  will  develop  the  software 
itself,  and  the  hardware  with  (  Al  Elec- 
tronics Ltd.,  a  Montreal-based  com- 
pany that  builds  airplane  simulators. 

Perhaps  the  project's  most  impor- 
tant part  is  the  "smart"  meter.  "The 
ancient  Egyptians  read  meters  the 
same  way  utilities  do  today:  Someone 
went  around  reading  meters,"  jokes 
Reznicek.  Boston  Edison's  smart  me- 
ter has  a  computer  chip  that  commu- 
nicates directly  with  the  central  com- 
puter, eliminating  meter  readers  and 
making  billing  instantaneous. 

The  project  will  cost  $40  million, 
and  will  be  funded  partly  by  a  planned 
stock  issue  next  year.  The  system  will 
begin  to  be  phased  in  next  spring  and, 
Reznicek  says,  will  add  over  $100 
million  to  the  company's  earnings. 

In  his  quiet  way  Reznicek  is  bring 
ing  innovation  to  a  sluggish  industry. 
Steven  Ballentine,  of  Ballentine  Capi- 
tal Management  in  Avon,  Conn.,  who 
has  owned  Boston  Edison  stock  since 
1989,  says  admiringly:  "Reznicek 
hasn't  tried  to  make  a  big  splash  and 
become  an  industry  guru.  He's  just 
done  a  great  job  taking  care  of  busi- 
ness." We  can't  think  of  a  higher 
compliment  than  that.  ■ 
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90  ft. 


PARS    I    F    A  L 


18  K  Gold  and  Steel 

c'"°n     SHREVE,  CRUMP  &LOW 

1  I  W  I  1  1  R  S    S I  \ C  I  1800 

1-800-225-7088 


RAYMOND  WEIL 

GENEVE 


For  a  brochure  write  to:  Raymond  Weil,  Dept  AD,  587  Fifth  Avenue,  New  York,  ti.Y.  10017 


«*p!u  11,1111  m 

•  78  K  Go(d  P/a(ed  Case  and  Bracelet 
■  Water  Resistant  to  90  ft,  Mineral  Crystal 
-  Dials  set  with  Lead  Crystal  Stones 
or  Hand  Applied  Roman  Numbers 


jmmit  Health  had  plenty  of  volume,  but  it  was 
eeding  cash.  A  tough-minded  accountant  refocused 
e  business  and  turned  it  into  a  model 
what  for-profit  hospitals  can  do. 

Vertical 
ntegration 


Toddi  Gutner 


laid  Amaral,  chief  executive  of  Summit  Health 

ough  accountant  who  runs  his  hospitals  like  businesses. 


As  A  CATCHER  on  a  baseball  scholar- 
ship at  St.  Edwards  University,  Don- 
ald Amaral  once  crushed  a  vertebra 
when  a  player  slammed  into  him  slid- 
ing into  home  plate.  "He  was  techni- 
cally safe,  but  the  umpire  called  him 
out  because  I  had  hung  on  to  the 
baseball,"  recalls  Amaral. 

That  same  stubborn  aggressiveness 
has  made  this  chunky  San  Jose,  Calif.  - 
born  son  of  working-class  Portuguese 
parents  into  a  successful  health  care 
entrepreneur.  Amaral,  now  40,  start- 
ed as  an  accountant  after  graduating 
from  California  State  University  at 
Hayward,  got  into  the  health  care 
business  because  he  saw  lots  of  oppor- 
tunity for  a  number-cruncher  and 
ended  up  chief  financial  officer  at 
Santa  Monica- based  National  Medi- 
cal Enterprises'  acute-care  hospital  di- 
vision. Four  years  ago  he  was  head- 
hunted by  Burbank,  Calif. -based 
Summit  Health  Ltd. 

The  owner  of  12  acute-care  hospi- 
tals was  in  trouble.  Summit,  then  57% 
owned  by  Chairman  Donald  Free- 
berg,  was  in  need  of  some  emergency 
care  itself.  It  had  posted  two  consecu- 
tive years  of  $15  million  losses.  Long- 
term  debt  surged  to  $160  million 
after  a  series  of  lousy  acquisitions. 
Market  capitalization  had  sagged  to  a 
low  of  $33.5  million  from  $420  mil- 
lion a  few  years  before. 

Amaral  saw  that  revenues  weren't 
the  problem.  Summit  was  grossing  a 
fat  $375  million  a  year  in  revenues.  It 
just  wasn't  running  its  business  effi- 
ciently. "Most  health  care  company 
executives  don't  run  their  companies 
like  businesses,"  he  says.  That's  a 
perspective  he  gained  earlier  from  IV2 
years  as  a  Medicaid  auditor,  when  he 
realized  that  most  health  care  opera- 
tors seem  interested  only  in  maximiz- 
ing insurance  reimbursements. 

Wrong  approach,  Amaral  knew.  It 
was  inevitable  that  the  government 
would  squeeze  Medicaid  and  Medi- 
care providers.  In  health  care  the  place 
to  be  would  be  in  areas  of  medicine 
that  are  not  hostage  to  the  govern- 
ment. To  appeal  to  the  private  mar- 
ket, Amaral  knew  he  had  to  offer  more 
than  mere  commodity  services.  Sum- 
mit would  have  to  specialize  and  com- 
pete on  quality  and  cost,  not  on  price. 

Amaral  began  by  focusing  the  com- 
pany. He  sold  off  eight  unprofitable 
management-contracted  hospitals  in 
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When  some  clown  says  he  needs 
the  report  first  thing 
Monday  morning 


Show  him  some  real  magic! 

It's  Friday  afternoon    SI  IRPRISE1  The  report  is  due  lirst  thing  Monday 
morning.  Sharp,  crisp  and  professional 

Don't  clown  around.  Dazzle  em  with  a  little  magic  ol  your  own.  And  wow 
the  crowd,  lirst  thing  Monday  morning,  without  ever  breaking  a  sweat. 

I'hc  set  rel  is  the  Brothel  I  I!    (i  lasei  printei  01  the  Brothel  I  [J  400  ink  je1 
printer.  Yon  get  professional  printing  wherever,  and  whenever  you  want. 
Magically  simple  to  use.  With  powerlul  productivity  and  text/graphics 
features.  Both  have  everything  you  need  for  a  "knock-em-dead" 
perlormaiK  e  every  time.  (Ami  all  at  a  matinee  price!) 

With  these  powerful  printers  no  one  will  ever  know— or  care-if  you 
printed  your  work  at  that  circus  you  call  your  office,  or  at  home. 

Face  it:  in  a  world  ol  t  [owns,  you  need  powerlul  business  magu  like  the 

1 IL-6  laser  or  the  1 1 1  -  -400  ink  jet  to  help  you  manage  your  work  and  your  time 

The  amount  ol  work  won  t  go  away.  But  you  can  decide  where  and  when 
to  do  it  without  compromising  quality. 

And  isn't  that  real  magic? 

Call  1-800-276-PR1NT,  ext.  642  for  the  nearest  dealer. 
(In  California  call  1  -714-859-9700,  ext.  642.) 


HL-6  laser  printer 

♦  6  page-per- minute  speed 
at  300  DPI,  PC  compatible 

♦  Special  Windows'"  driver 

♦  I  'p  to  60  fonts,  iih  hiding 
TrueType  <  ompatible  fonts 

♦  Automatic,  hassle  free  operation 

♦  Two-year  warranty 


HJ-400  ink  jet  printer 

♦  Laser-like  output  at  360  DIM 

♦  PC  and  Macintosh  instant 
compatibility 

♦  Windows  and  Quickdraw  drivers 

♦  Up  to  30  fonts,  including 
True' Type -compatible  fonts 

♦  Standard,  automatic 
cut- sheet  feeder 

♦  Two-year  warranty 


/ 


THE  ULTIMATE  /N.  MBBB^Bi 

HOMEHQFFICE 

■BH^BnMMBM  COMPANY 


Wiilnble  .it  Sears  Hraml  Central,  Silo,  I  ci  lm 


,  Nnboilv  Beats  The  Wiz,  and  other  fine  dealers. 


mm     We  re  at  your  side 

orocner. 

Bruthei  is  a  registered  trademark  ol  Brother  Industries,  Ltd,  Macintosh  and  Quickdraw  are  registered  trademarks  ol  Apple  Computer, 

Im  TrueType  is  a  trademark  of  Apple  Computer.  [hC  Which  may  he  registered  En  certain  (iinsdu  lions  Windows  is  a  trademark  of 
Microsoft  Corporation.  All  other  brand  and  prodm  I  names  are  registered  trademarks  or  trademarks  of  their  respective  companies 


Summit  Health  Ltd. 

Saudi  Arabia,  and  spun  off  to  share- 
holders 48%  of  a  unit  thai  owns  and 
operates  nursing  homes  and  retire- 
ment centers. 

What  was  left  of  the  company  oper- 
ated hospitals  in  four  states:  California, 
Arizona,  Texas  and  Iowa.  AmaraJ  sur 
veyed  each  community.  I  Ic  found  t hat 
surgery  was  most  in  demand  and  least 
in  supply  in  each  market.  As  a  result. 
Amaral  focused  a  San  Luis  Obispo. 
Calif,  hospital  into  one  further  special 
izing  in  comprehensive  cardiac  care, 
the  only  such  facility  in  a  150-mile 
radius.  Women's  health  care  and 
sports  medicine  arc  now  the  specialties 
of  Other  hospitals  in  locations  includ- 
ing Whittier  and  Pasadena.  To  increase 
patient  flow  Summit  offers  free  pros 
tate  cancer  screenings  and  aggressively 
targets  the  local  I  Qspanic  and  Asian 
communities  through  advertising 
campaigns  in  each  language. 

A  problem  facing  all  hospitals  is  the 
trend  in  medicine  to  get  patients  back 
on  their  feet  as  soon  as  possible.  Rcc 
Ognizing  this,  Amaral  has  acquired 
four  surgery  centers  where  patients 
can  have  their  operations  and  then  go 
home.  These  centers  focus  on  three 
high-margin  specialties:  orthopedics! 
urology  and  gynecology. 

What's  next?  Acquiring  physician 
groups  to  create  a  network  of  primary 
care  doctors  w  ho  w  ill  refer  patients  to 
Summit's  facilities.  So  far,  Summit 
has  acquired  primary  care  physician 
groups  totaling  24  doctors;  they  re- 
ceive a  minimum  salary  plus  a  mone- 
tary incentive  based  upon  productive 
ty  and  number  of  procedures  done. 

To  expand  what  might  be  termed 
his  gathering  system,  Amaral  has 
launched  an  hmo  in  Arizona  to  tunnel 
patients  into  other  Arizona  Summit 
facilities.  "We  arc  moving  toward  ver- 
tical integration  in  each  of  our  local 
markets,"  says  Amaral. 

For  the  fiscal  year  ending  June  30, 
1993,  Summit  earned  $18.6  million 
on  revenues  of  $510  million,  or  56 
cents  a  share.  That  is  up  from  40  cents 
a  share  last  year  and  a  far  cry  from  the 
losses  it  was  suffering  pre-Amaral. 
Summit  stock,  which  dragged  as  low 
as  lVi6  in  October  1989,  recently  was 
quoted  at  7%. 

Even  in  a  business  that's  as  much 
in  turmoil  as  medical  care,  it's  amaz- 
ing what  efficient  management  can 
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d  wonder  Rupert  Murdoch  wants  a  piece  of  it— a 
arket  stretching  from  Beijing  to  Singapore,  Bangkok  to 
in  Francisco.  With  his  purchase  of  Star  TV  he  goes 
nack  against  a  well-heeled  Hong  Kong  outfit  for  the 
tention  of  the  world's  biggest  audience— the  Chinese. 

Four  heavenly 
rings 


Andrew  Tanzer 

3RCHING  SUN  blazes 
wn  on  the  outdoor  sets 
TV  City,  the  sprawling 
mg  Kong  studio  of  Tele  - 
on  Broadcasts  Ltd.,  as 
imas  about  ancient  Chi- 
and  pre -Revolution 
inghai  are  being  shot 
e  by  side.  In  indoor  stu- 
»s,  the  subjects  are  a  kids' 
iety  show  and  a  period 
ima  set  in  the  Ming 
nasty. 

3reat  art  it's  not,  but  it 
e  does  sell.  Television 
)adcasts'  nonunion  pro- 
("tion  crews  work  around 
clock  churning  out 
100  hours  a  year  of  this 
t  of  TV.  In  output,  TVB  is 
iten  only  by  Brazil's  O 
3bo  TV. 

rVB  is  today's  front-run- 
■  in  the  battle  for  the  fast- 
wing  Chinese  television 
rket  in  Asia.  Its  leading 
ll  is  Star  TV,  the  pan- 
an  satellite  network, 
ce  July  64%  owned  by 
pert  Murdoch's  News 
>rp.  (Murdoch  attempt- 
to  buy  a  22%  stake  in  TVB 
June,  but  was  deterred 
Hong  Kong  broadcast 
;ulators.) 

[n  choosing  to  go  up 
linst  mighty  Television 
aadcasts  Ltd.,  the  feisty 
jrdoch  is  taking  on  a  10- 
i  gorilla,  tvb's  Canton - 


ABOVE: 
TVB  shooting 
period  drama 

LEFT: 

Rupert  Murdoch 
Competing  for 
the  growing 
market  for 
entertainment 
in  Asia. 


ese  channel,  TVB  Jade,  consistently 
attracts  at  least  three- quarters  of 
prime-time  television  viewers  in 
Hong  Kong,  and  TVB  rakes  in  85%  of 
broadcast  ad  revenues,  far  outstrip- 
ping the  only  other  local  Cantonese 
broadcaster,  Asia  Television.  But 
tvb's  real  strength  lies  in  its  growing 
market  share  outside  Hong  Kong. 
Jade  is,  for  instance,  watched  by  5 
million  Cantonese  speakers  in  nearby 
Guangdong  on  the  mainland. 

While  Murdoch  brings  lots  of  cash 
to  the  table,  so  does  tvb.  It  earned 
$47  million  aftertax  in  1992  on  sales 
of  $233  million.  Overseas  licensing 
accounts  for  under  20%  of  tvb's  sales 
but  up  to  50%  of  operating  profits. 
tvb's  Hong  Kong-listed  shares  are  up 
by  150%  in  the  past  year,  to  $2.75. 

"The  demand  for  pro- 
gramming is  exploding  all 
over  Asia,"  says  Fung  Shing 
Kwong,  general  manager  of 
TVB  International  Ltd.,  the 
foreign  marketing  and  dis- 
tribution arm  of  TVB.  Then 
he  adds  with  a  smile, 
"We're  blessed  that  there 
are  so  many  of  our  [Chi- 
nese] compatriots  around 
the  world." 

To  get  at  the  large  num- 
ber of  Chinese  who  don't 
speak  Cantonese,  TVB  dubs 
its  programs  into  Manda- 
rin. It  also  dubs  them  into 
six  other  languages,  includ- 
ing Malay,  Thai  and  En- 
glish. These  programs  are 
distributed  by  rental  video, 
cable  and  broadcast  TV  to 
40  countries.  But  distribu- 
tion will  rapidly  change  to 
satellite  transmission — and 
increasingly  to  original 
Mandarin  programs. 

tvb's  first  move  in  this 
direction  will  come  this  fall, 
when  it  puts  its  tvbs  (S  for 
superchannel)  Mandarin- 
language  subscription 
channel  on  Palapa  B2P. 
The  footprint  of  this  Indo- 
nesian satellite  covers 
Southeast  Asia,  Taiwan  and 
southern  China. 

Next  move:  tvb  has 
joined  with  cnn,  hbo,  ESPN 
and  Australian  Broadcast- 
ing Corp.  in  a  consortium 
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III  always  remember  that 
face.  The  smile  bordering  on 
a  tear.  Silence  as powerful 
as  music.  Eyes  as  lively  as  the 
diamond  I  nervously  slipped 
on  her  finger.  And  now 
that  we  have  come  so  far 
together,  perhaps  now  is  the 
moment  to  celebrate  that  love, 
once  again,  with  a  diamond 
as  exceptional  as  our  love. 


Asian  TV 


TVB's  secret  weapon:  Hong  Kong's  Canto-pop  music,  which  it  helped  create 
The  people  wanted  a  Chinese  Elvis  Presley. 


that  plans  to  invest  $250  million  to 
lease  channels  on  China's  Apstar  1 
satellite.  When  Apstar  1  is  launched  in 
mid- 1994,  it  will  extend  tvb's  cover- 
age to  all  of  China.  "I  see  almost  1.2 
billion  pairs  of  eyes  in  China,1'  says 
tvb's  Fung. 

tvb  plans  to  appeal  to  those  1.2 
billion  pairs  of  eyes  by  leasing  5  of  the 
consortium's  16  transponders  on  Ap- 
star 1  so  that  it  can  eventually  launch 
multiple  Mandarin  channels.  Parallel 
move:  To  help  fill  this  capacity,  TVB  is 
also  investing  $40  million  in  produc- 
tion in  Mandarin-speaking  Taiwan,  in 
a  new  venture. 

Further  down  the  road,  Fung  says 
tvb  hopes  to  deliver  programs  to 
North  America  by  satellite.  That 
would  allow  tvb  to  market  a  large, 
mostly  affluent  Chinese  audience  as  a 
block  to  national  advertisers.  Today 
tvb  has  two  Chinese-language  cable 
channels,  in  Los  Angeles  and  San 
Francisco.  By  the  end  of  this  year,  it 
hopes  to  add  cable  channels  in  New 
York,  Toronto  and  Vancouver,  giving 
TVB  access  to  an  estimated  70%  of  the 
Chinese  in  North  America. 

Murdoch's  Star  already  operates  a 
free-to-air  Mandarin  channel  in  Asia, 
and  plans  to  launch  Chinese  language 
subscription  channels  in  the  same 
footprint.  But  Star's  Chinese  pro- 
gramming lags  far  behind  that  of  TVB. 
(TVB  also  has  an  extensive  library  of 
70,000  hours  of  Chinese  programs.) 


tvb's  secret  weapon  in  gaining  this 
competitive  programming  advantage 
is  its  long  presence  in  Hong  Kong's 
blossoming  pop  culture,  and  especial 
ly  with  Canto-pop — Cantonese  pop 
music.  In  the  mid-1970s  TVB  helped 
create  this  huge  business  by  using 
Cantonese  theme  songs  in  its  popular 
drama  serials.  It  also  used  emerging 
pop  singers  in  prime-time  shows  and 
"discovered"  many  of  them  on  the 
cheap,  using  annual  televised  singing 
contests.  Along  the  way  TVB  got  ex- 
clusive contracts  with  the  best  tal- 
ent— a  lucrative  cycle. 

"People  were  no  longer  satisfied 
with  Elvis  Presley;  they  wanted  a  Chi- 
nese Elvis  Presley,"  explains  Fung. 

That  also  applies  to  people  in  Chi- 
na. The  hottest  singers  in  China  are 
Hong  Kong's  "four  heavenly  kings," 
who  also  record  in  Mandarin  for  the 
China  market.  These  four  Canto-pop 
superstars  are,  by  the  by,  each  under  a 
separate  contract  to  I VB. 

Thomas  Gold,  associate  professor 
of  Chinese  sociology  at  the  University 
of  California  at  Berkeley,  marvels: 
"Every  music  store  in  China  has  big 
posters  of  |  the  four  kings  ].  Hundreds 
of  millions  of  teenage  girls  in  China 
can't  get  enough  of  them." 

Of  course,  Rupert  Murdoch,  with 
his  far  tlung  movie,  TV  and  print 
properties,  also  knows  a  thing  or  two 
about  popular  tastes.  It  should  be 
quite  a  battle.  mi 


lile  each  diamond  is  unique, 
nond  of  two  carats,  or  more, 
ticularly  rare.  Fewer  than  one 
it  of  American  women  will  ever 
h  one.  If  you  are  considering  an 
tant  diamond  gift for  your  wife, 
is  ring  featuring  a  brilliantly 
^.9 -carat  center  stone,  learn 
cut,  clarity,  color  and  carat 
t.  Known  as  the  4Qs,  they  are 
liide  to  a  diamond's  quality 
i/ue. 

FheFire  Within. 
a  diamond  is  cut  to  proper 
rtions,  light  is  reflected from  one 
o  another  and  dispersed  through 
)  of  the  stone. 

y.  Nature  s  Fingerprint. 
diamonds  contain  any,  natural 
\arks  called  "inclusions"  Tfie 
and  smaller  the  inclusions,  the 
?y  interfere  with  the  passage 
t. 

Like  Spring  Water: 
was  boast  an  infinite  range  of 
The  totally  colorless  diamond, 
}er,  allows  white  light  to  pass 
*h  it  effortlessly,  dispersed  as 
>ws  of  color. 

'  Weight.  Carob  Tree. 
ord  "carat" originated from 
tree  seeds.  Diamonds  were 
onally  weighted  against  these 
mtil  one  carat  was  standardized 
•fifth  of  a  gram. 

-800-543-8800. 
eyour  complimentary  brochure 
e  name  of  an  expert  diamond 
r  near  you. 
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"Equality"  is  one  of  the  most  abused 
words  in  the  English  language. 

Vague  pieties 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


IF  ONE  CONFUSED  WORD  can  gum  up 
social  policies,  the  legal  system  and 
innumerable  institutions  throughout 
society,  that  word  is  "equality."  It  is 
one  of  those  vague  pieties  in  which  we 
indulge  ourselves,  without  any  seri- 
ous thought  as  to  what  it  means  or 
what  the  actual  consequences  of  pur- 
suing it  may  be. 

Anyone  who  questions  or  opposes 
equality  is  almost  certain  to  be  re- 
garded as  someone  w  ho  believes  in 
inequality — in  "inferiority"  and 
"superiority."  Bui  all  three  of  these 
concepts  suller  from  the  same  prob 
lem:  For  equality,  inferiority  or  supe- 
riority to  have  any  meaning,  what  is 
being  compared  must  first  be  com 
mensurable.  A  symphony  is  not 
equal  to  an  automobile.  Nor  is  it 
inferior  or  superior.  They  are  simply 
n<  >i  commensurable. 

Much  of  the  emotional  struggle  to 
make  women  "equal"  to  men  suffers 
from  the  same  problem.  So  long  as 
women  have  babies  and  men  do  not, 
the  many  ramifications  of  that  differ- 
ence cannot  be  ignored  and  nothing 
can  make  them  commensurable. 
However  unisex  one's  language  may 
be,  women  are  seldom  very  good  men 
and  men  cannot  be  women  at  all. 

We  may  regard  the  happiness  and 
well  being  of  women  as  equally  im- 
portant as  the  happiness  and  well- 
being  of  men — and  probably  most 
people  do,  despite  shrill  cries  to 


the  contrary — but  that  is  a  statement 
about  our  value  system,  not  about 
some  empirical  reality  of  women 
and  men. 

With  many  other  groups  as  well, 
the  fundamental  difference  between 
equal  treatment  and  equal  perfor- 
mance is  repeatedly  confused.  In  per 
formance  terms,  virtually  no  one  is 
equal  to  anyone.  The  same  individual 
is  not  even  equal  to  himself  on  differ- 
ent days. 

Much  of  the  moral  heartburnings, 
social  engineering  and  legal  entangle- 
ments of  our  times  comes  from  the 
simple  fact  that  statistics  tor  different 
groups  are  different  in  different  occu- 
pations, institutions  or  income  levels. 
It  is  assumed  automatically  that  only 
dif  ferent  treatment  before  the  fact  can 
explain  different  results  after  the  tact. 

This  dogma  is  so  deeply  imbed- 
ded that  it  seems  almost  Utopian  to 
attempt  a  rational  discussion  of  it. 
Yet  it  was  wholly  arbitrary  to  have 
expected  performance  equality  in 
the  first  place  -and  compounded 
pig-headedness  to  want  to  punish 
someone  because  it  didn't  happen. 
Hut  there  is  a  whole  class  of  people 
who  believe  that  when  the  world 
doesn't  conform  to  their  theory, 
that  shows  that  something  is  wrong 
w  ith  t  he  world. 

Let  us  go  back  to  the  fact  that 
women  have  babies,  a  tact  of  no  small 
importance  to  those  of  us  parochial 
enough  to  be  concerned  about  the 
survival  of  the  human  species.  Not 
onl\  do  women  have  babies,  they 
realize  in  advance  that  they  are  likely 
to  have  babies  ami  those  who  arc- 
not  yet  "liberated"  arrange  their  lives 
with  that  prospect  in  mind. 

Occupations  w  hich  require  contin- 
uous employment  to  maintain  ever- 
changing  skills  tend  to  attract  fewer 
women  than  occupations  you  can 
leave  to  have  children  and  return  to 
later.  You  can  take  a  few  years  off  to 
see  your  children  through  the  pre- 
school years  ami  then  return  to  be- 


come a  good  librarian,  teacher  01 
editor,  but  take  a  few  years  off  frori 
computer  engineering  and  you  wil 
return  to  find  that  you  are  not  ir 
Kansas  anymore,  Toto. 

Some  years  ago,  an  economist  invesj 
tigated  the  rates  of  obsolescence  of  < 
wide  range  of  occupations.  A  physicisi 
lost  half  the  value  of  his  origina 
knowledge  in  about  five  years,  while  0 
would  take  an  historian  more  than  3C 
vc.us  to  fall  that  far  behind.  Althougr 
the  economist  did  not  point  th| 
out — whether  through  oversight  01 
prudence  the  occupations  with  higf 
rales  of  obsolescence  were  often  "mall 
dominated,"  while  the  occupation: 
that  are  heav  ily  female  tended  to  haw 
slow  rates  of  obsolescence. 

Although  differences  in  choice; 
and  performances  are  ignored  or  dis 
missed  in  politically  correct  quarters 
such  differences  obv  iously  affect  dif 
ferences  in  outcomes,  not  only  a; 
between  men  and  women  bin 
among  racial,  ethnic  and  othej 
groups  as  well. 

Since  it  is  truly  Utopian  to  exped 
to  have  a  rational  discussion  of  inter 
racial  differences  in  these  times 
we  can  look  at  two  branches  of  the 
same  race — northern  Europeans  anc 
southern  Europeans. 

For  the  past  few  centuries,  north 
ern  Europeans  have  been  far  more 
advanced  industrially  and  technologi- 
cally than  southern  Europeans — noi 
only  in  Europe  itself,  but  when  thej 
immigrate  to  European-offshoot  so 
cieties  in  the  Western  I  [emisphere  01 
Australia.  But  tor  a  thousand  years  01 
so  before  that,  southern  European1 
were  tar  more  advanced  than  north- 
ern Europeans. 

In  short,  performances  vary  not 
only  from  individual  to  individual 
but  also  from  group  to  group,  and 
from  one  era  to  another.  Seldom  an. 
performances  equal  at  any  given 
moment. 

In  performance  terms,  Japan  was 
decidedly  interior  to  the  West  in  in- 
dustrial technology  a  century  ago.  NY 
one  was  more  painfully  aware  of  thb 
than  the  Japanese  themselves.  That  b 
what  spurred  them  on  to  the  efforts 
which  have  enabled  them  to  overtake 
the  West  m  main  fields  today. 

They  understood  that  this  was  not  a 
problem  that  could  be  solved  by  lofty 
talk  or  arbitrary  presuppositions  ■ 
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Now  communicating 

can  be  as  simple 
as  we  all  imagined. 


Ever  since  we  can  remember,  we've  been  fascinated  by  the 
way  our  heroes  communicated.  No  matter  what,  they  could 
|   m  <  9  v£  always  stay  in  touch.  Now  with  MobiLink  cellule 
^5  service,  it  can  be  that  simple  for  all  of  us. 

That's  because  leading  cellular  communicatio 
companies  across  the  U.S.  and  Canada  have  cor 
together  to  create  the  most  extensive  cellular 


service 
ever. 

Now  MobiLink  service 


Introducing 
A  new  standarc 
across  Nortl 

will  be  there  for  you  in  literally  thousan 
of  cities  and  towns.  That's  more 
coverage  than  you  ever  thought 
possible.  And  staying  in  touch  v 
be  easier  than  ever. 
Because  MobiLink  servii 
offers  a  simplified,  consi: 
tent  system  of  access  an 
feature  codes.  Now  if  anyoi 
needs  to  reach  you  in  a  MobiLir 
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irket  outside  your  home  calling  area,  all  they  do  is  dial  your 
lular  area  code  and  number.  So  you'll  really  never 
further  away  than  a  simple  phone  call.  But 
t's  only  the  beginning.  If  you  should  ever  need  N1,n  T^  '  JSM, 
distance,  customer  service  is  available  24  hours 
ay,  seven  days  a  week.  And  there  are  service 
iters  in  hundreds  of  locations  across  North 

America  with 
loaner  phones 
available",  if  you  should  ever 


Kl  (  MM  R 


DIM. 


/LobiLinkI 
n  cellular  service 
America. 


j  are  not 
)bil_ink  service, 
any  problem  to 
lular  call.""  Let's 
lis  good. To 
lay,  call  your 


need  one.  What's  more,  this 
new  standard  in  cellular  service 
is  completely  guaranteed.  If 
completely  satisfied  with  the  quality  of 
your  MobiLink  service  provider  will 
your  satisfaction  or  you  get  a  free 
face  it,  Dick  Tracy  didn't  even  have 

2 -WAY  , 

wrist  order  service 

RADIO 


local  MobiLink 


►VI 


derat  1-800-995-4000. 


jet  to  availability.  *  'Guarantee  does  not  apply  to  equipment  or  service 
Any  such  free  call  will  be  provided  by  your  home-market  MobiLink  service 
5r  and  will  be,  at  a  minimum,  equal  in  value  to  a  call  of  average  length  at 
ates  in  your  home  market.  Other  restrictions  may  apply.  Contact  your  MobiLink 
5  provider  for  more  information.  ©  1993  MobiLink 


MobiLink 

It's  simply  the  way  to  communicate . " 


Almost  alone  among  the  economically 
advanced  nations,  Japan  has  kept 
out  immigrants.  Hasn't  hurt. 

Closed  door 


By  Peter  Brimelow 

Immigration  is  on  the  world's  mind. 
In  the  U.S.,  which  had  974,000  legal 
immigrants  last  year;  President  Clin- 
ton just  announced  measures  aimed 
at  curtailing  the  estimated  300,000 
illegal  immigrants  also  arriving  annu- 
ally. In  Germany,  France  and  even  in 
Australia,  intakes  have  been  cut  back, 
and  immigration  has  become  a  hot 
political  issue.  But  there's  one  place 
immigration  won't  be  reduced:  Ja- 
pan. There's  already  virtually  none. 

Japan  is  not  discussed  at  all  in  Uni- 
versity of  Maryland  economist  Julian 
Simon's  The  Economic  Consequences 
of  Immigration,  one  of  the  most  cele- 
brated texts  on  the  subject.  Simon 
argues  forcefully  that  immigration  is  a 
good  thing  economically.  Yet  Japan 
has  still  achieved  the  highest  sustained 
long-run  growth  rate  of  any  major 
industrialized  country.  How? 

Interviewed  by  FORBES  (Apr.  2, 
1990),  Simon  said:  "How  Japan  gets 
along  I  don't  know.  But  we  may  have 
to  recognize  that  some  countries  are 
sni  generis" 

The  recent  political  turmoil  in  Ja- 
pan may  lead  to  some  fundamental 
changes.  But  immigration  is  not  likely 
to  be  affected  much,  judging  by 
FORBES'  recent  conversation  with  a 
Japanese  consular  official  w  ho  w  ished 
to  remain  anonym*  his. 

Forbes:  I'd  like  to  know  the  proce 
dures  to  follow  to  immigrate  to  Japan 
and  obtain  Japanese  citizenship. 

Anonymous  Japanese  official: 
[Complete  surprise  and  astonish- 
ment |. Why  do  you  want  to  immigrate 
to  Japan:  .  .  .  There  is  no  immigration 
to  Japan. 

Forbes:  No  political  refugees  or 
asylum  seekers? 

Anonymous  Japanese  official: 
There  might  be  three  people  a  year 
who  become  Japanese  [chuckles]. 
And  even  they  don't  stay  long,  they 


try  to  go  elsewhere,  like  the  U.S. 

He's  not  joking.  Japanese  entry  sta- 
tistics don't  seem  to  recognize  the 
concept  of  an  immigrant,  as  opposed 
to  a  visitor.  So  FORBES  has  used  the 
stock  of  legal  permanent  foreign  resi- 
dents in  Japan — roughly  equivalent  to 
U.S.  green  card  holders — as  a  proxy 
for  immigration  flow  (see  chart). 

In  1991  there  were  about  900,000 
permanent  foreign  residents  in  Japan 
legally,  significantly  less  than  1%  of 
Japan's  124  million  population.  This 
proportion  has  remained  remarkably 
stable.  (Japan's  illegal  population  is 
reportedly  increasing  but  still  minute 
at  perhaps  300,000  total.) 

By  contrast,  according  to  Washing- 
ton, D.C.'s  independent  Center  for 
Immigration  Studies  (CIS),  foreign- 
born  residents  are  almost  9%  of  the 
258  million  U.S.  population.  (This 
estimate  includes  some  illegals,  but 
CIS  says  this  would  wash  with  the 
undercounl  of  legals.)  And  the  U.S. 
foreign-born  population  is  rising  rap 
idly — according  to  one  estimate,  to 
12%  by  20 10. 

Since  1945  a  mere  222,000  for- 
eigners have  acquired  Japanese  citi- 
zenship, including  those  who  have 
married  Japanese.  By  contrast,  over  8 
million  have  become  Americans. 

Underpinning  Japan's  radically  dif- 
ferent immigration  policy:  what  ap- 
pears to  be  a  rigorous  national  con- 
sensus about  what  it  means  to  be 
Japanese.  This  is  a  particularly  un- 
pleasant problem  for  the  small  Kore- 
an descended  minority  in  Japan.  "It's 
only  Westerners  w  ho  think  they  can 
tell  Koreans  from  Japanese,"  says  Ja- 
red  Taylor,  a  Louisville,  Ky. -based 
consultant  and  author  of  Shadows  of 
the  Risifig  Sun:  A  Critical  View  of  the 
"Japanese  Miracle."  "The  Japanese 
can't.  But  Koreans  are  regularly  fired, 
have  their  engagements  broken  off, 


when  their  ancestry  is  discovered." 

Japan's  zero  immigration  polic 
may  seem  unpleasantly  chauvinistic  t< 
most  Americans.  But  it  clearly  has  no 
prevented  the  most  remarkable  eco 
nomic  performance  of  the  post 
World  War  II  era.  GNP  is  up  nearly  tei 
times  since  1955  and  is  now  perhap 
about  half  that  of  the  U.S.,  which  ha 


The  U.S.  perma- 
nent resident 
alien  population 
has  been  rising, 
triggered  by  the 
1965  immigra- 
tion reform.  Ja- 
pan's permanent 
resident  alien 
population  has 
not  grown,  though 
its  economy  has 
expanded  faster 
than  the  U.S.', 
albeit  from  a 
lower  base. 
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quite  tripled  in  the  same  period, 
w  has  Japan  done  it? 
)ne  partial  answer:  capital  invest- 
nt.  It  is  clear  that  the  Japanese  do 
;  and  invest  more.  According  to 
OECD,  Japan's  gross  savings  ratio 
[990,  almost  35%,  was  20  points 
ive  that  of  the  U.S.  And  its  gross 
d  capital  formation  had  averaged 

growth  over  the  previous  five 
rs,  more  than  three  times  the 
erican  rate.  This  could  mean  that 

Japanese,  by  substituting  capital 
labor,  can  grow  without  requiring 
itional  bodies. 

iut  economists  are  uneasy  about 
applicability  of  these  statistics, 
i  some  major  industrial  countries 
le  significantly  nearer  the  Japanese 
ngs  and  investment  rate  without 
clung  its  growth.  Moreover,  Ja- 
achieved  impressive  growth  rates 


before  World  War  II,  although  its 
savings  rate  w  as  then  much  lower. 

The  basic  reason  for  Japan's  immi- 
grantless  expansion  goes  to  the  fun 
damental  causes  of  economic  growth. 

"However  surprising  it  may  seem 
to  laymen,  growth  in  capital  and  labor 
is  relatively  minor  as  a  determinant  of 
economic  achievement,"  says  Peter 
Bauer  (Lord  Bauer),  the  famous  Brit- 
ish development  economist  (Forbes, 
Feb.  22,  1988).  "For  example,  the 
work  of  Simon  Kuznets  [such  as  his 
Modern  Economic  Growth:  Rate 
Structure  and  Spread]  showed  that 
increases  in  capital  and  labor  together 
accounted  for  no  more  than  10%  of 
the  West's  increase  in  output  over  the 
last  200  years,  and  possibly  less.  The 
balance  was  caused  by  innovation — 
new  ideas,  new  institutions,  new  w  ays 
of  working." 


"There's  no  question  that  the  key 
to  Japanese  economic  grow  th  is  not 
the  savings  rate  but  institutional  inno- 
vation," says  Chalmers  Johnson,  a 
prominent  Japan  w  atcher  at  the  Uni- 
versity of  ( lalifornia,  San  Diego. 

"It  goes  beyond  substitution  [of 
capital  for  labor  |,"  agrees  Kent  Cal- 
der,  director  of  the  Program  on  U.S.- 
Japan Relations  at  Princeton  Univer 
sity.  He  points  out  that  w  hen  Japan's 
textile  industry  began  to  press  for 
immigrant  labor  in  the  1960s,  "the 
bureaucracy  quietly  clamped  down 
on  it."  Instead,  the  industry  automat 
ed,  focused  on  higher  value-added 
synthetics  and  ultimately  moved  low- 
skill  production  overseas. 

Both  Johnson  and  Calder  expect 
marginal  increases  in  Japan's  use  of 
contract  foreign  labor,  long-term 
"trainees"  and  other  subterfuges.  But 
no  fundamental  change. 

Japan  has  a  demographic  prob- 
lem— a  rapidly  aging  population.  Bui 
it  also  still  has  surprisingly  large  reser 
voirs  of  underutilized  labor — which 
in  turn  shows  how  effective  innova- 
tion in  its  efficient  sectors  must  be. 

More  than  7%  of  Japan's  work  force 
is  still  in  its  highly  protected  agricul 
tural  sector,  two  or  three  times  the 
U.S.  or  U.K.  proportion.  Thus,  al 
lowing  more  food  imports  not  only 
would  benefit  Japanese  consumers 
but  also  would  free  additional  domes 
tic  labor  for  other  uses.  Japanese 
women  of  childbearing  age  leave  the 
work  force  more  than  in  other  indus 
trial   economies.  Women   who  do 
w  ( >rk  are  notoriously  restricted.  So,  by 
opening  more  opportunity  to  worn 
en,  Japan  could  create  yet  more  avail- 
able workers  from  the  existing  popu- 
lation base.  Finally,  Japan's  fragment 
ed    distribution    sector   is  heavily 
overstaffed. 

The  bottom  line:  With  innovation 
ami  better  use  of  its  existing  labor 
force,  Japan  could  well  continue  to 
prosper  without  opening  its  islands  to 
immigration.  Recently  FORBES  asked 
immigration  advocate  Julian  Simon: 
Given  Japan's  apparent  demonstra 
tion  that  growth  through  innovation 
is  a  viable  alternative,  is  immigration 
necessary  lor  the  U.S.  economy? 

"I've  never  said  it's  necessary,"  Si- 
mon replied.  Beneficial,  in  his  opin 
ion.  But  not  a  sine  qua  non  of  sus 
tain<  d  growth.  Hi 


ligration  versus  growth       Percen,6rSin=1G0N0)  I 
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in  with  U.S.  green  card  holders,  Forbes'  estimate  includes  permanent  residents,  foreign-born  relatives  of  Japanese  citizens, 
iwanese  failing  under  a  special  agreement. 

Department  of  Commerce;  INS;  Japan  External  Trade  Organization;  Ministry  of  Justice,  Japan. 
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STARTING  YOUR  OWN  BUSINESS 

EDITED  BY  FLEHINC  HEEKS   


Ray  Dalton  had  two  important  things  going  for  him: 
great  training  from  the  military 
and  a  wife  who  believed  in  him. 


"You  can 
do  more 


By  Gary  Slutsker 

Ray  Dalton  grew  up  in  the  shadow 
of  the  Kaiser  Steel  plant  in  Fontana, 
( lalif.  His  stepfather  was  a  truek  driver 
tor  the  Salvation  Army.  The  youngest 
of  five  children,  Dalton,  now  36,  nev- 
er even  considered  college  and  joined 
the  Air  Force  out  of  high  school. 

But  Dalton  was  intelligent  and  am- 
bitious. After  completing  basic  train- 
ing in  1975,  he  signed  up  for  training 
as  an  X-ray  technician  and  repairman. 
He  chose  the  X-ray  route  because  it 
had  the  longest  training  program,  38 
months,  of  any  specialty.  The  longer 
the  training,  Dalton  figured,  the  more 
valuable  he'd  make  himself. 

In  1979  Dalton  mustered  out  of 
the  Air  Force  and  took  a  job  at  a  San 
Diego  hospital.  There  he  met  his  wife, 
Jan,  to  whom  he  credits  his  subse- 
quent success.  '"She  met  me  at  a  time 
when  I  w  as  an  X-ray  technician  who 
didn't  have  an  education,'1  he  recalls. 
"She  said,  'You  can  do  more.  You're 
smarter.  You  can  try  harder.'  " 

Dalton  proved  her  right,  first  by 
taking  night  courses  in  business  ad- 
ministration at  nearby  Chapman  Col- 
lege on  the  G.I.  bill.  By  1982  he 
decided  to  trade  his  repairman's  lab 
smock  for  a  business  suit.  His  idea: 
save  hospitals  money  and  aggravation 
by  offering  them  a  single  service  con- 
tract covering  all  of  their  equipment. 

Dalton  tried  out  his  idea  on  the 
managers  of  the  hospital  services  firm 
where  he  was  working.  They  quickly 
dismissed  it. 

In  1985  Dalton  took  a  job  running 
a  moneylosing  X-ray  supply  firm  in 
Eugene,  Ore.  He  re  focused  the  com- 
pany on  things  he  knew  about— 
equipment  service  and  mainte- 
nance— and  turned  the  little  company 


profitable.  When  it  was  sold  to  TRW  in 
1987,  Dalton  went  with  it  and  was 
put  in  charge  of  raw's  struggling 
medical  equipment  business.  Again 
Dalton  turned  the  operation  around, 
and  TRW  ultimately  sold  the  division. 

This  time  Dalton  decided  it  was 
time  to  get  his  own  business  started. 
As  soon  as  he  learned  that  TRW  was 
putting  his  envision  on  the  block, 
Dalton  wrote  a  business  plan  for  a 
company  offering  equipment  service 
contracts  to  hospitals,  then  quit  his 
job  to  look  for  venture  capital. 


One  of  the  first  investors  h 
pitched — Canaan  Ventures  in  Con 
necticut — agreed  to  back  him,  but  o 
one  condition.  Canaan  and  other 
had  pumped  S8  million  into  a  de; 
that  had  gone  sour.  The  company 
Cleveland-based  National  Medic. 
Diagnostics  Inc.,  sold  foreign-mad 
high  tech  medical  devices,  like  cycle 
trons  and  PHI  scanners,  to  U.S.  hospi 
tals.  It  was  losing  $7  million  a  year  o 
revenues  of  $28  million.  Harry  Ryar 
Canaan  Ventures'  managing  genen 
partner,  told  Dalton  he'd  get  th 
money  he  needed — if  Dalton  woul 
first  clean  up  the  mess  at  National  ME 

Reluctantly,  Dalton  agreed.  In  lat 
1990  he  moved  his  wife  and  five  kid 
to  Cleveland.  Over  the  next  year  and 
half  he  managed  to  sell  off  most  c 
National  MD's  operations  and  repai 
$18  million  in  bank  debt.  By  mid 
1992,  all  that  remained  of  the  ol 
company  vvas  a  tiny  service  contrac 
business  with  $800,000  in  annual  rev 
enues  and  a  few  engineers  who  kne\ 
about  high-tech  medical  machines. 

Using  the  rump  of  National  MD  a 
the  base  of  his  new  company,  Dalto 
raised  $3.5  million  from  Canaan  Ven 
tures  and  other  venture  capitalists  an 


X-ray  man  turned  entrepreneur  Ray  Dalton 

Little  companies  like  National  MD  are  helping  to  curb  the  rise  in  health  care  costs. 
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How  29-year-old  Jeff  Montgomery  breathed  new  life 
into  Casper,  the  Friendly  Ghost. 

Character 


building 


s  in  business.  His  concept  was  the 
ne  one  he'd  pitched  to  his  superiors 
San  Diego  nearly  a  decade  earlier. 
>m  his  days  as  an  X-ray  man,  Dalton 
;w  that  most  hospitals  had  no  idea 
w  much  they  were  spending  on 
vice.  This  is  because  each  depart  - 
nt  is  responsible  for  buying  and 
intaining  its  own  clinical  equip- 
nt.  As  a  result,  a  typical  hospital  has 
east  40  different  service  contracts 
ering  its  entire  fleet  of  machines. 
\nd  those  contracts  aren't  cheap. 
;  medical  equipment  companies  of- 
cut  prices  on  equipment,  planning 
nake  it  up  on  the  service  revenues. 
Walton,  however,  knew  that  most 
he  time  there  was  nothing  mystical 
)ut  repairing  these  machines,  be 
y  heart  catheters  or  X-ray  ma- 
nes. A  few  specially  trained,  full- 
le  technicians,  employed  by  Dalton 

I  based  in  individual  hospitals, 
lid  handle  most  of  the  repair  work 
cost  that  was  significantly  less  than 
jpitals  were  already  paying, 
itarting  with  the  technicians  who 
lained  on  staff  at  National  MD, 
Iton  rebuilt  the  company  from 
itch  into  a  maintenance  and  repair 
npany.  His  first  big  contract,  at 
rion  General  Hospital  in  Marion, 
io,  was  signed  in  October  1991. 
ce  then,  Dalton  has  signed  up  20 
jpitals  in  four  states. 

rhe  savings  are  often  substantial. 
:ers  of  Charity  of  St.  Augustine 
alth  System,  a  four-hospital  chain 
ed  in  Cleveland,  signed  a  three- 
r  contract  with  National  MD  last 
r.  Peter  Reibold,  the  chain's  chief 
cutive,  estimates  the  annual  sav- 
s  at  $700,000. 

rhis  year  National  MD  will  bring  in 
re  than  $12  million  in  service  reve- 
:s.  The  privately  held  company 
alton  retains  12.4%  of  the  equity)  is 
:ady  profitable,  ahead  of  its  busi- 
s  plan,  and  is  expanding  around 

country  with  internally  generated 
h.  Dalton's  board  chairman,  Rob- 
Bellas  Jr.,  a  partner  at  Cleveland's 
>rgenthalcr  Ventures,  believes  Na- 
lal  MD  has  only  begun  to  scratch 

surface  of  its  potential. 
'Hospitals  are  farming  out  ancil- 
r  services  that  don't  relate  to  acute 
e — laundry,  hotel  operation,  food 
lice,  housekeeping,"  says  Bellas. 

II  this  high-tech  service  can  be 
sourced  as  well."  HP 


By  Nina  Munk 

When  Jeffrey  Montgomery  earned 
his  degrees  in  business  and  film  at  the 
University  of  Southern  California  in 
1988,  he  didn't  go  job  hunting.  He 
went  character  hunting. 

"Characters  were  really  hot,"  re- 
calls Montgomery.  "The  [Teenage 
Mutant  Ninja]  Turtles  were  boom- 
ing. I  just  knew  I  had  to  get  into  the 
trademarked,  copyrighted  character 
business." 

Less  than  a  year  later  Montgomery 
stumbled  onto  the  trail  of  Casper,  the 
Friendly  Ghost.  Unlike  Mickey 
Mouse  or  Porky  Pig,  which  are  owned 
by  Disney  and  Time  Warner,  Casper 
was  the  property  of  an  obscure  com- 
pany called  Harvey  Comics.  Mont- 
gomery found  a  number  for  the  com- 
pany in  New  York  City,  and  much  to 
his  surprise  someone  picked  up  the 
phone  when  he  made  a  late  evening 
call.  After  a  rambling  20-minute  con- 
versation, in  which  he  discussed  li- 
censing Casper's  film  and  merchan- 
dising rights,  Montgomery  decided 
that  the  company  was  probably  up 
for  sale. 

The  next  morning,  he  called  the 
company's  lawyers  and  scheduled  a 
date  two  days  later  to  meet  with  the 
Harvey  family. 

Besides  his  degrees  and  his  energy, 
Montgomery  had  something  else  go- 
ing for  him.  Plenty  of  money.  His 
father  is  James  Montgomery,  chair- 
man of  Great  Western  Financial 
Corp.,  the  big  ($38  billion  in  assets) 
Los  Angeles-based  thrift. 

But  Jeffrey  didn't  even  need  dad's 
money.  A  close  friend  from  use,  Ah 
mad  bin  Khalid  al-Saud,  a  member  of 
Saudi  Arabia's  royal  family,  agreed  to 
bankroll  him. 

Casper  was  ripe  for  the  plucking. 


His  owner,  Harvey  Comics,  had  been 
founded  in  1939  by  Alfred  Harvey 
and  his  two  brothers.  It  was  one  of  the 
hottest  comic  book  publishers  in  the 
country  in  the  1960s.  Characters  like 
Richie  Rich  and  Hot  Stuff  outsold 
Superman  and  Batman,  and  the  com- 
pany had  recently  acquired  Para- 
mount's  cartoon  library,  including 
100  film  shorts  featuring  Casper,  the 
Friendly  Ghost. 

Astute  marketers,  the  Harveys  recy- 
cled the  Casper  cartoons  into  a  hit 
Sunday  evening  television  show  and 
flooded  the  market  with  Casper  com- 
ics. The  American  Dental  Association 
made  him  an  official  spokesman,  as 
did  unicef.  In  1972  NASA  christened 
Apollo  16  Casper. 

But  while  the  Harveys  were  cagey 
businessmen,  they  weren't  much 
when  it  came  to  estate  planning. 
Rather  than  groom  successors  or  sell 
out  while  the  company  was  hot,  they 
simply  let  Harvey  Comics  run  out  of 
steam.  By  1982,  with  the  Harvey 
brothers'  three  wives  and  ten  children 
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Harvey  Comics  Entertainment  Chairman  Jeffrey  Montgomery 

"Money  is  never  the  problem.  It's  the  ideas  that  are  hard  to  come  by." 


squabbling  over  control,  company 
revenues  had  dwindled  to  almost 
nothing. 

That's  when  Harvey  Comics 
stopped  publishing  altogether.  For 
the  next  six  years  the  Harvey  heirs 
subsisted  on  the  royalties  from  their 
cartoons  and  a  few  small  merchandise 
licensing  agreements. 

Untapped  was  a  potential  gold 
mine:  a  library  of  1,800  comics,  248 
cartoon  shorts  and  the  rights  to  the 
Harvey  comic  characters.  Jeff  Mont- 
gomery's mouth  was  watering. 

How  to  persuade  the  owners  to  sell 
to  him?  To  strengthen  his  credibility, 
Montgomery,  then  24,  arranged  to 
use  the  Presidential  Suite  at  New 
York's  posh  Mayfair  Regent  hotel  for 
a  meeting  with  the  Harvey  family. 
From  there  he  whisked  them  to  Le 
Cirque  for  lunch.  Taking  a  lesson  in 
power  dining  from  Mark  McCor- 
mack's  What  They  Don't  Teach  Ton  at 


Harvard  Business  School,  he  met  with 
the  maitre  d'  in  advance  and  signed  a 
blank  credit  card  slip.  The  meal  over, 
he  simply  stood  up,  nodded  to  the 
maitre  d',  who  smiled  and  wished  him 
a  good  afternoon. 

By  then  he'd  already  shaken  hands 
on  a  deal.  The  Harveys  had  said  they 
wanted  $7.5  million  for  die  company. 
Montgomery  offered  them  $3  million 
in  cash,  which  would  come  from  his 
Saudi  pal,  and  $4.5  million  in  notes. 
Done.  Harvey  Comics  Entertainment 
Inc.  was  born. 

Setting  up  shop  in  Santa  Monica, 
Calif,  Montgomery  immediately 
started  republishing  the  old  comics  as 
"Harvey  Classics"  and  began  buying 
rack  space  at  supermarket  checkout 
counters  for  Casper  and  Richie  Rich, 
favorites  among  the  10-and-under 
set.  He  also  expanded  international 
distribution  of  the  cartoons  to  out-of- 
the-wav  markets  like  Malta,  New  Zea- 


land, Iceland  and 
Botswana. 

In  December  1990, 
18  months  after  lie 
bought  Harvey,  Mont- 
gomery sold  20%  of  the 
company  to  MCA,  own- 
er of  Universal  Studios, 
for  $3  million — in  ef- 
fect recouping  his  en- 
tire cash  investment. 
M(  A,  now  owned  by  Ja- 
pan's Matsushita  Elec- 
tric Industrial,  also  re- 
ceived the  right  to  use 
the  Harvey  characters 
at  its  Universal  Studios 
theme  parks.  It  also 
took  an  option  on  Cas- 
per for  a  movie  role. 

"If  you  asked  me  if 
I'd  rather  own  an  oil 
well  or  Casper  the 
Ghost,  I'd  take  Cas- 
per any  day,"  Mont- 
gomery says  with  a 
grin.  His  eyes  light  up 
when  he  talks  about 
the  potential  of  a  Cas- 
per movie  for  selling 
toys,  T  shirts  and  video- 
games. "The  movie,  in 
my  mind,"  says  Mont- 
gomery, "is  a  three- 
hour  commercial." 

As  a  means  of  raising 
cheap  capital,  Mont- 
gomery lost  little  time  in  taking  his 
company  public.  Cruttenden  &  Co.,  a 
little-known  California  investment 
banking  firm,  sold  39%  of  Harvey  to 
the  public  in  June,  raising  $9  million. 
Montgomery  owns  about  7%,  worth 
$1.9  million,  and  his  college  buddy 
Ahmad  bin  Khalid  owns  41%,  worth 
$11  million.  Montgomery  is  using 
the  money  from  the  offering  to  pay 
down  debt  and  publish  more  comics. 

Since  the  offering,  the  o-t-c-traded 
shares  have  risen  to  83A  from  7V2, 
valuing  the  firm  at  $27  million.  That's 
a  heft\'  price  for  a  business  that  lost 
$429,000  last  year  on  revenues  of 
$4.9  million.  Fond  memories  of  the 
amiable  spook  must  loom  large 
among  investors. 

Could  Montgomery  have  swung 
the  deal  if  he  hadn't  had  a  rich  father 
and  a  rich  friend?  "Money  is  never  the 
problem,"  he  responds.  "It's  the 
ideas  that  are  hard  to  come  by."  M 
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st  about  the  only  people  not  nervous  about  health  care  reform 
e  the  trial  lawyers.  Some  of  them  can  hardly  wait. 


bonanza! 


David  Frum 


March  California  trial  lawyer  Wil- 
li Shemoff  sent  out  a  letter  to  his 
leagues  asking  for  $500  and 
,000  contributions  to  a  group 
led  Voice:  Victims  of  Insurance 
mpany  Errors. 

/oice  claims  to  be  a  consumer 
>up,  lobbying  for  the  overturn  of  a 
37  Supreme  Court  decision  that 
npers  lawsuits  against  health  insur- 
.  In  fact,  it  is  predominantly  funded 
eager  lawyers.  Shernoff  describes 
iself  as  "instrumental"  in  found- 
;  Voice  and  is  the  group's  single 
;gest  backer. 

Consumer  advocate?  "It  would 
e  the  most  naive  person,"  says 
kzs  Congressman  Dick  Armey,  "to 
ieve  that  this  has  anything  to  do 
h  anything  but  providing  opportu- 
ies  for  lawyers." 

Cats  hate  bird  cages,  burglars  hate 
ks,  and  the  trial  lawyers  hate  the 
?reme  Court's  decision  in  Pilot 
e  v.  Dedeaux.  To  the  untrained 
,  Pilot  Life  looks  like  a  dull,  techni- 
exposition  of  the  Employee  Re- 
ment  Income  Security  Act  of  1974 
isa) — perhaps  the  single  most 
nplex  statute  in  the  entire  U.S. 
de. 

But  the  decision  was  a  blow  in  the 
:ketbook  for  many  trial  lawyers, 
e  court  held  that  all  employer- 
msored  health  plans  were  exclu- 
rly  governed  by  Erisa.  An  employ- 
in  an  Erisa  health  plan  who  felt  that 
had  been  wronged  by  his  insurer 
s  confined  to  the  remedies  Erisa 
>vided.  Period. 
Po  the  detriment  of  lawyers 
•king  for  fat  jury  awards, 
sa's  remedies  are  strin 
it.  No  lawsuits,  no 
y  trial,  no  dam- 
;s  for  pain  and 
fering  and  no  pu- 
ive  damages.  For  ex- 
ple,  if  your  doctor  says 
i  need  an  artificial  leg 


but  your  insurer  says  you  don't,  and 
you  sue  and  win,  you  are  entitled  to 
the  artificial  leg  but  nothing  else.  As 
Shernoff  sees  it,  that  "singles  out  this 
one  group  of  policyholders  who  buy 
their  insurance  through  their  employ- 
ers. They  should  have  the  same  right 
to  sue  as  everyone  else." 

Erisa  was  created  by  the  impeccably 
prolabor  Senator  Jacob  Javits  of  New 
York.  Javits  had  no  intention  of  deny- 
ing workers  benefits  they  had  earned. 
But  letting  the  75  million  to  100 
million  Americans  in  Erisa  health 


plans  bring  a  contingency  fee  lawsuit 
every  time  their  employer  made  a 
decision  they  disliked  would  obvious- 
ly be  a  formula  for  numbingly  expen- 
sive and  never-ending  legal  chaos. 

Still,  given  the  sheer  mass  of  health 
care  decisions  subject  to  Erisa,  indi- 
vidual injustices  and  abuses  were 
bound  to  occur. 

According  to  Voice,  the  best  way  to 
prevent  those  abuses  is  by  repealing 
Pilot  Life  altogether  and  letting  em- 
ployees unhappy  with  their  insurance 
sue  in  state  court  jury  trials  for  dam- 
ages, pain  and  suffering,  and  puni- 
tive damages.  A  bill  to  that  effect 
was  approved  by  the  House  of 
Representatives  last  year.  A  new 
version  was  recently  introduced  in 
the  House  by  Representatives 
Howard  Berman  and  Peter  Stark  of 
California,  William  Eord  of  Michi- 
gan and  Patrick  Williams  of  Mon- 
tana. Unlike  last  year's,  this  bill 
would  allow  employees  to  sue  self- 
insured  employers  and  insurance 
companies. 

Up  until  now,  efforts  to  over- 
turn Pilot  Life  have  gone  nowhere: 
The  potential  costs  are  just  too 
scary.  But  when  President  Clinton 
sends  his  health  care  proposals  to 
Congress,  Erisa  will  have  to  be 
amended,  or  even  radically  restruc- 
tured. In  all  the  chaos  and  confu- 
sion, a  side -deal  to  junk  Pilot  Life 
could  slip  by.  Especially  since  Rep- 
resentative Ford,  a  great  friend  of 
the  trial  lawyers,  is  chairman  of  the 
Committee  on  Education  &  Labor 
and  Representative  Stark  is  chair- 
man of  the  health  subcommittee  of 
the  powerful  Ways  &  Means  Com- 
mittee, which  writes  the  nation's 
tax  laws. 

With  all  the  great  issues  involved 
in  health  care  reform  and  the  inev- 
itable debates,  it  could  be  easy  for 
the  trial  lawyers'  lobby  to  work  their 
mischief  almost  unnoticed.  ■§ 
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Where  do  entrepreneurial  ideas  come  from? 

Andrew  Jarecki  got  his  from  a  busy  signal 

when  he  tried  to  find  out  what  time  a  movie  started. 

Queue-buster 


By  Sharon  Moshavi 

Manhattan  moviegoer  Whitney 
Whalen  didn't  have  to  stand  in  line  to 
buy  tickets  for  Jurassic  Park.  Instead, 
during  the  peak  of  dinosaur  frenzy  in 
June,  she  dialed  777-film,  punched 
in  a  credit  card  number — and  picked 
up  her  tickets  just  minutes  before 
showtime  from  a  box  office  gizmo 
that  looks  like  an  automated  teller 
machine. 

It  cost  Whalen  an  extra 
$1  on  top  of  the  $7.50 
ticket.  But  that  $1  saved  her 
a  lot  of  time  and  sore  feet. 

Andrew  Jarecki  loves 
hearing  stories  like  that. 
He's  the  boyish  30-year- 
old  managing  director  of 
New  York-based  $10  mil- 
lion (revenues)  Movie 
Fone,  the  advance  sale  and 
movie- listing  phone  service 
that's  now  available  in  ten 
major  cities.  "People  try 
MovieFone,  and  then  they 
become  addicted  to  it," 
Jarecki  says. 

Thanks  to  the  media 
hype  over  summer  films  like 
Jurassic  Park  and  The  Firm, 
MovieFone  has  lately  been 
averaging  850,000  calls  a 
week,  up  from  600,000  to  i^^™ 
700,000  weekly  in  the 
spring.  About  85%  of  the  callers  use 
the  service  just  to  find  out  what's 
playing  where  in  their  neighbor- 
hoods. But  in  the  past  year  Movie- 
Fone has  sold  1.5  million  movie  tick- 
ets, 50%  of  those  just  in  the  last  three 
months.  Capitalizing  on  sellout  fears 
("■The  dinosaurs  are  coming,  the  tick- 
ets are  going"),  for  instance,  Movie- 
Fone sold  67%  of  the  tickets  to  open- 
ing weekend  nights  of  Jurassic  Park  in 
New  York  and  Los  Angeles. 

Since  the  box  office  ticket  dispens- 
ers cost  $40,000  to  buy  and  install, 


Jarecki  figures  it  will  be  about  five 
years  before  he  makes  money  on  the 
ticket-selling  business. 

But  no  matter.  The  real  money  is 
coming  from  advertising,  although 
MovieFone  has  just  begun  to  break 
even  on  that  side  of  the  business. 
Whether  or  not  anyone  buys  a  ticket, 
the  MovieFone  caller  must  endure  a 


MovieFone' 
Managing 


s  Russell  Leatherman  and  Andrew  Jarecki 
the  business  from  opposite  coasts. 


20-second  commercial  before  being 
able  to  select  a  film.  Jarecki  sells  that 
time  at  12  cents  a  call  to  the  studios  to 
plug  their  movies  or  to  companies  like 
Nestle  that  hawk  the  candy  they  sell  at 
the  theaters. 

After  Disney's  Miramax  Films  unit 
bought  time  to  pitch  its  Like  Water 
for  Chocolate,  for  instance,  Movie- 
Fone ticket  purchases  tripled. 

Jarecki  has  even  convinced  AT&T  to 
promote  futuristic  interactive  phone 
products.  Ad  time  is  currently  booked 
90%  for  the  balance  of  the  vear  and 


75%  over  the  next  12  months.  Reve 
nues  are  now  running  about  $1  mil 
lion  a  month. 

Jarecki  came  up  with  the  Movie 
Fone  concept  in  1989  after  he  called ; 
local  theater  one  night  to  find  oui 
what  was  playing — only  to  get  a  bus\ 
signal.  At  the  time,  Jarecki  was  look 
ing  for  venture  capital  ideas  while 
working  for  his  father's  privately  helc 
Falconwood  Group,  a  New  York  mer- 
chant banker  that  has  staked  him  $1E 
million  so  far. 

Then  Jarecki  read  in  the  Hollywooc 
Reporter  about  Russell  Leatherman, : 
game  show  producer  who  hac 
launched  a  similar  service  in  Los  An 
geles.  Maybe  they  could  work  togeth 
er.  So  the  two  met  later  in  1989  anc 
made  a  deal,  with  Falconwood  retain 
ing  the  majority  stake  in  a  combinec 
enterprise. 

Jarecki  has  also  formec 
an  important  alliance  with  | 
former  foe — the  Los  Anjje 
les  Times.  Until  earlier  thi: 
year,  the  newspaper  refusec 
to  run  movie  ads  taggec 
with  the  MovieFone  num 
ber,   fearing   the  servia 
would  drain  the  impact  o: 
its  own  ads.  But  Jareck 
convinced   a   new  Time. 
marketing  director  to  font 
a    copromotion  arrange 
ment.  "It's  the  most  im 
portant  movie  newspapei 
in  the  country,"  says  Jar- 
ecki. "We're  doing  thing: 
we  couldn't  do  without 
them."  Call  777-FILM  ir 
Los  Angeles,  and  the  re- 
corded voice  says,  "a  ser- 
vice of  the   Los  Anjjele. 
Times.''''  The  paper  now 
carries  MovieFone  ads. 
Also  in  the  works:  an  in- 
teractive cable  TV  channel  that  would 
show  film  trailers  and  allow  for  ticket 
purchases.  A  prototype,  including  a 
ticket-dispensing  machine,  is  sched 
uled  to  go  up  in  a  kiosk  in  New  York's 
Sony  Plaza  in  four  to  six  months. 

More  immediate  is  a  plan  to  sell  a 
database  of  MovieFone  callers  to  the 
studios.  The  possibilities?  Universal 
Studios  mailing  catalogs  of  Jurassic 
Park  merchandise  to  people  who 
bought  tickets  to  the  movie.  Or  send- 
ing them  fliers  on  the  next  Steven 
Spielberg  film.  W 
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FREE 


2-Month  Trial  to  ... . 

Mutual  Fund  Forecaster" 


Plus,  a  Free  Video  . . . 

Mutual  Fund  Profits" 


other  Big  Winner? 


More  investors  rely  on  Mu- 
tual Fund  Forecaster  Editor 
Norman  G.  Fosback  for 
advice  on  how  to  protect  and 
increase  their  mutual  fund 
profits  than  any  other  advi- 
sor. In  this  video,  he  shows 
you  his  proven  approach  to 
achieving  greater  mutual  fund 
profits  with  lower  risk,  and 
explains  why  investors  need 
independent,  objective  advice 
to  select  the  best  funds. 


roduce  you  to  Mutual  Fund  Forecaster,  America's  #1  mutual  fund  advisory  newsletter,  we  are 
g  a  free  video,  "Mutual  Fund  Profits".  This  video  features  TV  money  guru  Steve  Crowley, 
y's  Peter  Lynch,  the  legendary  John  Templeton,  and 
I  fund  expert  Norm  Fosback. 

I  Fund  Forecaster  has  developed  "a  system  to  beat  the 
n."  It  uses  sophisticated  computer  technology  to  help 
i  that  you  own  the  right  fund  at  the  right  time.  It  gives 

you  1  -Year  and  5- Year  Profit  Pro- 
jections, Risk  Ratings,  and  Buy- 
Sell-Avoid  advice  on  over  500 
leading  funds. 

Until  now,  the  total  investment 
potential  of  mutual  funds  has 
been  untapped.  The  key  to  suc- 
cessful investing  is  owning  the 
right  fund  at  the  right  time. 

Many  surveys  tell  you  which  fund 
did  best  last  year.  What  you  need 
to  know  is  which  funds  will  do 
best  in  the  future  -  and  this  is 
exactly  what  Mutual  Fund  Fore- 
is  designed  to  do.  You  can  profit  in  both  good  and  bad 
ts. 

lique  system  seeks  to  identify  the  best  fund  performers 
ance.  Long-term  winners  for  investors.  Switch  funds  for 
s.  And  a  calendar-based  seasonality  portfolio  that  has 
i  more  than  900%  in  the  last  15  years. 


be  the  top-performing  fund  in 
n  the  1990s?  Our  analysis  says, 
ill  toll-free  now  to  learn  how  to 
r  special  report  on  this  swinger. 


4 


John  Templeton,  the  legen- 
dary fund  manager,  founded 
Templeton  Growth  Fund  38 
years  ago.  Each  $10,000 
invested  then  has  grown  to 
more  than  $1 .8  million  today 
-  the  most  spectacular  per- 
formance accomplishment  in 
the  history  of  the  fund  indus- 
try. In  this  video,  Sir  John 
explains  the  stock-picking  phi- 
losophy that  he  considers  the 
key  to     mutual  fund  profits. 

Peter  Lynch,  the  genius 
behind  the  top-performing 
Fidelity  Magellan  Fund, 
turned  $10,000  into  $272,000 
in  only  13  years.  As  the  fund 
with  the  best  5,  10,  and  15- 
year  track  record,  it  quickly 
grew  to  be  the  largest  stock 
fund  in  the  world.  In  this 
video,  you  will  see  Mr.  Lynch 
explain  how  professional  fund 
management  is  the  key  to  mu- 
tual fund  profits. 

vlutual  Fund  Profits  video  is  already  the  most  widely- 
d  investment  video  of  1993.  Now  we  are  offering  you  a 
Dpy.  Just  call  today,  or  return  the  postage-free  reply  card  attached  below,  and  we  will  rush  you 
iluable  30-minute  video  without  any  cost  or  obligation. 

II  also  start  you  on  a  free  2-month  trial  subscription  to  Mutual  Fund  Forecaster.  Both  are  filled  with 
ble  ideas,  and  both  are  yours  free  for  the  asking* 

Get  Your  Free  Video  and  Free  Subscription  Now 
Call  Toil-Free:  800-442-9000 
Or  Return  the  Attached  Postage-Free  Card 

*See  the  attached  card  for  complete  free-offer  details 


OMPUTERS/COMMUMICATIONS 


Imagine  that  a  family-owned  Ford  dealer  decided 
to  get  into  manufacturing  and  produced  a  model 
rivaling  the  Taurus.  That's  something  like  what  the 
Blum  family  did  in  optical  disk  drives. 

Gigabytes 


By  David  C.  Churbuck 

Here's  A  tall  order  for  a  new  kind  of 
data  storage.  Produce  a  disk  that  has 
at  once  the  huge  storage  capacity  of  a 
read-only  laser  CD,  yet  also  the  ability 
to  be  erased  and  rewritten  like  a  mag- 
netic disk.  The  winning  disk  also  must 
combine  the  portability  of  a  floppy 
disk  with  the  much  greater  speed  of  a 
hard  disk.  In  short,  the  disk  must 
combine  the  best  features  of  three 
different  media — CD-ROM,  hard  disk 
and  floppy — with  none  of  the  disad- 
vantages. Can  it  be  done? 

It  has  almost  been  done,  in  a  new 
technology  called  the  "optical  hard 
disk,"  part  laser-driven,  part  magnet- 
ic. The  doer  is  a  most  unlikely  source 
of  innovative  technology:  a  mom- 


and-pop  computer  company  called 
Pinnacle  Micro.  Pinnacle's  accom- 
plishment is  all  the  more  remarkable 
considering  the  heavyweights  that 
have  attacked  the  same  storage  prob- 
lem and  failed.  Tandy's  thor  became 
optical  vaporware  (Forbes,  Oct.  28, 
1991).  Steven  Jobs'  Next  computer 
flopped  in  part  because  its  optical 
drive  was  slow  and  unwieldy. 

Pinnacle  Micro,  based  in  Irvine, 
Calif,  is  a  creature  of  the  Blum  family: 
William  and  Nellie  Blum,  both  59, 
and  their  son  Scott,  29.  William  Blum 
is  a  former  sales  executive  at  Hewlett- 
Packard  and  Rolm,  Nellie  Blum  was  a 
housewife,  and  Scott  Blum,  who 
graduated  from  Saddleback  College 


Scott  Blum, 
Pinnacle  Micro 
executive 
vice  president 
How  does  a  little 
company  do  big 
R&D?  Says 
Blum:  "We  don't 
pay  ourselves  a 
lot  of  money  and 
we  don't  bite  off 
more  than  we  can 
chew." 


Conventional  method 


Disk 


Objective  lens 


Moving 
pickup 


Beam- 
shaping 
prism 


Laser  diode 


Disk 


Aspherica! 
objective 
lens 


New  method 


Fixed  pickup 


Moving  pickup  P"sm 


Laser  diode 


Traveling  light 
Pinnacle  Micro's 
rewritable  optical 
drive  (left, 
below)  is  smaller 
and  more  maneu- 
verable  because 
the  laser  light 
source  is  off  to 
the  side,  with 
just  a  mirror  on 
the  moving  head. 


with  a  degree  in  marketing,  has  sper 
his  whole  career  with  the  family  busi 
ness.  They  don't  claim  to  be  technic; 
geniuses,  but  the  Blums  do  know 
thing  or  two  about  seizing  a  markt 
opportunity.  They  hired  the  geniuse! 

After  a  30-year  career  at  mostly  bi 
corporations  in  Silicon  Valley,  Wil 
Ham  Blum  started  the  firm  in  1987  as 
manufacturer  of  add-on  memor 
boards.  Capital:  $83,000  in  retire 
ment  savings,  not  a  dime  from  ven 
ture  capitalists.  Just  as  well.  Until 
recent  public  offering,  the  Blums  ha 
stock  in  their  profitable  little  ventur 
all  to  themselves. 

The  memory  boards  made  som 
money,  but  it  didn't  take  the  Blur 
family  long  to  figure  out  that  memor 
was  destined  to  be  the  silicon  ecjuiva 
lent  of  pork  bellies.  Looking  for  a  les 
commodity-like  product,  the  Blum 
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:ided  to  become  resellers  of  Sony's 
gneto-optical  disk  drive,  distribut- 
;  the  peripheral  under  the  Pinnacle 
el.  But  customers  complained  the 
ve  was  too  slow  and  expensive. 
So  the  Blums  audaciously  decided 
invest  in  some  research  and  devel- 
ment  on  the  side,  secretly  opening 
lb  in  Colorado  with  the  mission  of 
king  a  rewritable,  high-density 
ve  as  fast  as  a  magnetic  hard  disk, 
ny's  magneto-optical  drive  was  al- 
>st  a  solution,  marrying  the  laser 
hnology  of  a  high-density  CD-ROM 
h  the  rewritable  magnetic  ap- 
>ach  of  a  garden-variety  hard  disk. 
Pinnacle  had  to  do  was  refine  the 
)cess — without  letting  Sony  get 
id  of  its  intentions.  Until  a  year  ago 
inacle  was  paying  its  bills  reselling 
:  Sony  product. 

Pinnacle  hired  one  engineer  at  a 


time,  starting  with  Hal  Woods,  an 
expert  in  firmware,  the  technology  of 
burning  software  code  into  semicon- 
ductors. Woods  brought  in  a  designer 
of  application-specific  integrated 
chips  who,  for  only  $25,000,  devel- 
oped the  custom  chip  at  the  heart  of 
Pinnacle's  technology.  Laser  and  me- 
chanical engineers  rounded  out  the 
research  department.  They  cleverly 
made  the  read/write  head  of  the  drive 
smaller  and  more  maneuverable  by 
putting  the  laser  light  source  off  to  the 
side  and  putting,  in  effect,  just  a  mir- 
ror on  the  moving  head  (see  dia- 
gram). When  your  customer  is  an 
impatient  computer  user,  a  head  that 
can  get  to  the  data  a  few  milliseconds 
faster  is  very  important. 

Pinnacle  succeeded.  In  1992  the 
company  started  selling  a  disk  drive 
with  the  capacity,  access  and  retrieval 


I  tant  difference  is  that  the  disk  could 
f  be  plucked  out,  just  like  a  floppy. 
Pinnacle's  current  model  packs  650 
megabytes  of  information  on  a  disk,  as 
much  as  a  purely  optical  CD  (which 
can  only  be  read,  not  rewritten)  or  a 
large  conventional  magnetic  hard 
disk.  The  Pinnacle  drive  moves  infor- 
mation from  the  disk  to  the  computer 
at  the  rate  of  1 .4  megabytes  a  second, 
faster  than  some  hard  drives.  It  can 
find  a  chunk  of  data  after  an  average 
delay  of  19  milliseconds,  almost  as  fast 
as  the  best  hard  drives. 

Price?  If  you  are  going  to  fill  up  just 
one  disk  and  leave  it  in  your  comput- 
er, Pinnacle's  $3,000  drive  is  too  ex- 
pensive. You'd  be  better  off  with  a 
$600  hard  drive  of  the  same  capacity. 
But  what  if  you  want  to  store  backup 
data  on  the  disk  and  put  it  aside  for 
safekeeping?  A  hard  disk,  whose  plat- 
ter is  hermetically  sealed  inside,  won't 
do.  And  if  you  have  enough  data  for  a 
dozen  disks,  the  Pinnacle  system  be- 
gins to  look  very  cheap.  Replacement 
disks  from  Pinnacle  are  only  $199 — 
much  better  than  buying  hard  drives 
for  $600  each. 

Do  a  lot  of  customers  want  to  store 
multiples  of  650  megs — gigabytes, 
that  is?  Don't  worry  about  it.  "No 
one  ever  made  a  mistake  overestimat- 
ing the  demand  for  storage,"  says 
Robert  Katzive,  analyst  at  the  Moun- 
tain View,  Calif,  market  research  firm 
Disk/Trend. 

Pinnacle  is  tiny  yet  profitable — in 
the  most  recent  quarter  it  netted 
$362,000  on  sales  of  $9.3  million. 
How  does  it  compete  in  a  market  of 
giants?  By  farming  out  all  its  compo- 
nent manufacturing.  The  Japanese 
camera  company  Olympus  makes  the 
mechanical  subassemblies.  Another 
Japanese  supplier  manufactures  the 
optical  heads.  Fujitsu  makes  the  cus- 
tom chips  to  order.  So  Pinnacle's 
factory  consists  of  a  few  employees 
with  screwdrivers  and  test  equipment, 
leaving  Pinnacle  with  a  huge 
$550,000  of  sales  per  employee,  sev- 
en times  that  of  hard  disk  maker 
Seagate  Technology. 

It's  probably  only  a  matter  of  time 
before  a  Sony  or  a  Seagate  delivers  a 
magneto-optical  drive  as  good  as  Pin- 
nacle's. For  now,  though,  the  Blums 
deserve  a  spot  in  some  entrepreneurial 
hall  of  fame.  MM 
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e  immerse 


INCE 


a  nims  elf  in  AST'S  line  of 


notebooks,  Larry  s  collection  of 
Eucalyptus  Globulus  has  turned 
into  Shruhus  Out  of  Controlus. 


There  aren't  many  people  who  would  ignore  a  prize  garden  to  cultivate  a  line  of  notebooks.  But 
then,  our  employees  are  rather  obsessed  with  PCs.  Take  the  six  notebooks  in  our  PowerExec™ 
line,  for  example.  Each  one  eliminates  the  limitations  of  portable  computing  with  advanced 
features  like  AST's  Intelligent  Power  Management.  And  no  other  line  of  notebooks  is  more  re- 


sponsive to  your  computing  needs.  With  PowerExec,  you  choose  the 


processor,  screen,  removable  hard  drive,  docking  stations,  and 


even  a  cableless  pointing  device.  PowerExec  is  just  one  of  the 


reasons  we're  a  Fortune  500  firm,  as  well  as  the  talk  of  publications  like  Windows  Magazine  and 
Portable  Computing.  Of  course,  we're  still  waiting  to  hear  from  Better  I  lomes  &c  Gardens. 
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POWEREXEC 
FAM  I  LY 


CHOICE 

Six  basic  models  with  Intelligent  Pouter 
Management  for  up  to  6.5  hours  of 
battery  life.  Customize  with  docking 
stations,  removable  hard  drives  to 
200MB,  security  features,  upgradable 
processors  and  screens. 


POWEREXEC  4/25SL 

Intel  486SL/25  microprocessor  with 
optional  active-matrix  color  display 
3.3volt  technology  for  longer  battery 
life.  Up  to  32MB  of  RAM.  Two 
credit  card-sized  PCMCIA  slots. 


POWEREXEC  3/25SL 

Intel  386SL/25  microprocessor  with 
optional  active-matrix  color  display.  64KB 
of  external  cache.  Up  to  20MB  of  RAM. 
Two  PCMCIA  slots. 


POWEREXEC  EL 

Intel  386SL/25  microprocessor  with 
optional  passive  color  display.  Up  to 
20MB  of  RAM.  One  PCMCIA  slot. 


AFFORDABLE 

Windows  Magazine  "Best  Buy"  with 
models  starling  under  $1,300* 


RESPONSIVE 

To  learn  more  about  our  PowerExec 
family,  call  800-876-4AST. 


GROWING 

Eucalyptus  Globulus  thrives  with  direct 
sunlight  and  moderate  amounts  of  water. 
It's  optional,  of  course. 


?l  Corporation  All  other  trademarks  are  the  properly  of  their  respei  live  owners  *Estimated  LIS  reseller  selling  prii  e,  Power I  xet  F.L  Model  6  i.  Reseller  pricing  will  vary 


THE  SOFTWARE  HORIZON 

COMPUTERS/COMMUHtCflTUHS 


Dumb  deals 
and  how  to 
avoid  them 


COMMENTARY  BY  JOSEPH  R.  GARBER 


Joseph  R.  Garber  is  a  strategist  with 
Americom  Corp.  in  San  Francisco. 


Once  you've  achieved  a  certain  age, 
visibility  and  net  worth,  you  can  ex- 
pect to  start  receiving  solicitations  to 
invest  in  private,  early-stage  enter- 
prises. The  source  of  such  overtures 
may  be  less-than-blue-chip  invest- 
ment bankers,  individual  entrepre- 
neurs, friends  or  even  family  members 
like  your  wife's  idiot  brother,  Irving, 
the  one  who  thinks  he  could  be  the 
next  Bill  Gates. 

As  someone  who  has  been  on  both 
the  buy  side  and  the  sell  side  of  such 
propositions,  let  me  offer  you  a  few 
tips  on  how  to  avoid  losing  a  bundle, 
v  one:  Be  realistic.  On  average, 
e  capitalists  fund  about  4  out 
•  cry  1,000  deals  they  are  of- 
rcrcu — and  consider  themselves  lucky 
to  see  even  1  of  those  4  deals  pay 
off  big.  If  the  venture  people,  who 
are  professional  startup  investors,  get 
odds  that  would  embarrass  a  Las 
Vegas  pit  boss,  you,  who  are  not  a 
professional,  should  expect  to  do 
even  worse.  Indeed,  you  should  be 
prepared  to  lose  every  nickel  you 
pump  into  any  given  entrepreneurial 
investment.  I  certainly  have. 

Rule  two:  Back  the  people,  not  the 
product.  There  arc  more  good  new 


business  concepts  floating  around 
than  there  are  good  people  to  run 
with  them.  A  so-so  product  devel- 
oped by  a  team  of  fire -in -the -belly 
entrepreneurs  is  more  likely  to  suc- 
ceed than  a  brilliant  concept  being 
executed  by  a  mediocre  manage- 
ment team. 

Rule  three:  Avoid  eccentrics.  Meet- 
ing mad  scientists  is  fun;  investing  in 
them  is  not.  Among  the  folks  I  have 
encountered  who  lacked  the  common 
sense  needed  to  run  a  successful  busi- 
ness are  several  I  remember  vividly. 
The  computer  wizard  who  insisted  on 
sweeping  the  office  for  bugs  and 
drawing  the  curtains  before  showing 
me  his  product  prototype.  The  doctor 
who,  as  a  preliminary  to  demonstrat- 
ing his  digital  X-ray  imaging  system, 
yanked  a  frozen  cadaver's  leg  out  of 
the  refrigerator,  using  it,  with  great 
relish,  as  a  golf  putter.  The  owlish 
Stanford-trained  Ph.D.  who  sincerely 
explained  that  his  high-tech  venture 
was  less  intended  to  generate  profits 
for  "greedy  Wall  Street  types,"  than 
to  create  a  "nurturing  social  environ- 
ment in  which  employees  can  explore 
their  full  human  potential."  And, 
most  memorable  of  all,  the  entrepre- 
neur whose  favorite  form  of  relax- 
ation was  sitting  in  a  sensory  depriva- 
tion chamber — despite  the  fact  that 
one  out  of  every  four  such  experiences 
induced  in  him  an  epileptic  attack. 

Rule  four:  Be  war)'  of  corporate 
types.  He's  got  a  Harvard  M.B.A.  He 
has  been  a  successful  executive  with  a 
big  corporation.  He  has  just  received 
his  pink  slip.  Now  he  wants  to  be  an 
entrepreneur,  and  he  wants  you  to 
fund  him.  Think  twice  before  writing 
that  check.  Corporate  life  is  procedur- 
al and  predictable  and  allows  ample 


time  for  deliberation;  executives  ol 
billion  dollar  companies  are  reward 
ed  with  high  wages,  plump  expense 
accounts,  perks  and  legions  of  obedi- 
ent support  staff  to  whom  they  car 
delegate  chores.  Startups  can  afforc 
none  of  these  luxuries. 

A  few  years  ago  one  of  the  mosi 
competent  executives  I  know  lost  hi; 
job  in  a  political  shootout.  Some 
months  later  he  resurfaced  as  the  chie 
executive  of  a  promising  software 
venture.  One  day  he  and  his  minion; 
flew  out  to  pitch  me  his  deal — ovei 
dinner  at  the  best  restaurant  in  north 
ern  California.  The  tab:  $410,  not 
including  tip.  He  and  his  team  flew 
first  class  and  put  up  for  the  night  ai 
the  Ritz- Carlton.  A  year  later  he  rar 
out  of  cash.  I  think  he  still  doesn'i 
understand  why. 

Rule  five:  Ignore  the  cover,  focu; 
on  the  book.  The  best  new  venture  ] 
have  ever  been  involved  in  was  £ 
software  outfit  founded  by  a  dropoui 
ex-hockey  player.  No  credentials,  nc 
pretty  packaging,  but  it  paid  its  inves 
tors  back  at  a  rate  of  1 5  to  1 .  What  ii 
had  was  a  good  but  not  perfect  prod 
uct  concept  and  a  talented  team  led  b) 
the  most  relentless  and  unstoppable 
visionary  I  have  ever  met. 

Dazzling  technology,  bulletproo: 
patents,  celebrity  boards  of  directors 
prestigious  scientists,  a  Wall  Streel 
name  on  the  cover  of  the  private 
placement  memo — these  all  can  be 
useful,  perhaps  even  valuable,  assets  tc 
a  startup  venture  trying  to  raise  capi 
tal.  But  are  they  valuable  to  a  busines: 
trying  to  find  customers?  When  you're 
evaluating  a  venture,  don't  let  yoursell 
get  distracted  from  what's  important 
your  potential  return.  And  always  re 
member,  all  other  things  being  equal 
a  deal  that  forecasts  a  20%  compound 
rate  of  return  is  no  less  risky  than  one 
that  predicts  200%. 

The  foregoing  are  stern  rules;  few 
high-tech  entrepreneurs  can  pass 
them.  Does  that  mean  that  I  recom- 
mend you  never  consider  investing  ir 
startups?  Of  course  not.  High-tech 
startups  offer  considerable  psychic  re 
wards — sharing  in  the  entrepreneurial 
dream,  helping  create  a  business  where 
no  business  existed  before,  possibly 
even  changing  the  landscape  of  Ameri- 
can industry.  And,  who  knows,  you 
might  even  get  lucky  and  make  some 
money.  But  don't  count  on  it.  ■ 
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s  rare  today  as  a  communications  manager  who  doesn't  use  Source. 

The  fact  is,  it's  easy  to  get  left  behind  in  today's  fast-paced  world  of  communications.  That's  why  Source  has  become  die  overwhelming 
dee  of  communications  managers  from  coast  to  coast.  With  the  largest,  most  extensive  inventory  of  communications  equipment  in  the 
ustry  Source  has  what  you  need.  When  you  need  it.  Source's  proprietary  bar  coding  system  allows  you  to  access  and  track  all  Source 
lipment.  That  means  service  within  hours  instead  of  weeks.  So  if  you're  one  of  the  few  communications  managers  out  there  still  not  using 
iree,  it's  time  to  get  with  it.  Call  Source  right  now.  1-800-624-6348. 


iree,  Inc.  1993 


INSIGHTS 

SCIENCE  &  TECHNOLOGY 

TV  dynamite 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  Galileo's  Revenge: 
Junk  Science  in  the  Courtroom  (Basic  Books). 


Remember  how  mci's  microwave 
towers  were  reduced  to  scrap  by  the 
advent  of  fiber  optics?  Next  in  line  for 
demolition  are  those  huge  television 
masts  that  blot  the  horizon  on  the 
highest  hill  in  town.  Dynamite  will 
also  be  needed  in  the  corporate 
boardroom.  Local  broadcasting  is 
ripe  for  a  frenzy  of  spinoffs,  mergers 
and  acquisitions  unlike  any  seen  in  the 
business  in  half  a  century. 

The  fuse  was  lit  on  July  14,  when 
Capital  Cities/ABC  cut  a  deal  with 
Continental  Cablevision,  America's 
third-largest  cable  company.  But,  as  I 
noted  on  this  page  three  years  ago, 
(Oct.  29,  1990),  Fox  Broadcasting 
had  already  paved  the  way  in  a  similar 
deal  with  T<  :i.  Cable  is  taking  over  the 
local  delivery  of  television.  The  only 
question  now  is  how  fast  the  networks 
can  sever  their  hallowed  links  with 
over- the -air  affiliates. 

For  decades,  the  networks  relied  on 
broadcast  affiliates  to  provide  local 
transport.  They  paid  for  it,  in  cash  or 
advertising  slots.  Meanwhile,  cable 
companies  grew  accustomed  to  re- 
transmitting over-the-air  signals  with 
impunity.  They  didn't  pay  for  that:  An 
abominable  1968  decision  by  the 
U.S.  Supreme  Court  declared  that  the 
copyright  laws  didn't  require  them  to. 

Last  year  Congress  changed  the 
rules.  The  networks  got  their  copy- 
rights back,  and  more.  They  may  li- 
cense their  wares  to  cable  companies. 
Or  the  networks  may  simply  demand 
that  cable  carry  their  programming 
(along  with  the  ads,  of  course)  for 


free.  This  "must  carry"  clause  was 
recently  upheld  by  a  federal  district 
court  in  Washington,  D.C.  My  guess 
is  that  next  year  it  will  be  upheld  by 
the  Supreme  Court,  too.  By  Washing 
ton  standards,  then,  justice  has  been 
done.  In  the  1960s,  cable  got  to  steal 
network  programming.  In  the  1990s, 
the  networks  get  to  steal  cable  compa- 
ny transmission. 

All  in  all,  that  has  to  be  good  for 
the  networks.  They've  been  handed 
a  reliable  and  free  way  to  distribute 
their  shows.  A  better  one,  too.  Cable 
produces  no  ghosts,  and  will  soon 
have  plenty  of  bandwidth  for  high 
definition  television  and  interactive 
programming.  The  shift  was  on, 
even  without  Washington's  clumsy 
help.  Nobody  needs  valuable  spec- 
trum to  serve  up  The  Three  Stooges  to 
the  Bud  Lite  and  Doritos  crowd.  The 
spectrum  can  be  used  much  more 
profitably  to  supply  wireless  tele- 
phone and  data  services  to  people  on 
the  move,  who  do  their  crunching 
on  chips  of  silicon. 

So  where  does  that  leave  TV  sta- 
tions? Part  of  their  business  is  pro- 
gramming— local  news,  weather  and 
aldermen's  speeches.  That  remains  a 
viable  business,  if  the  people  who  own 
it  are  smart  enough  to  plug  into  the 
cable  distribution  network  while  the 
plugging  is  good.  The  cleanest  way  is 
to  spin  off  the  local  programming 
division  and  sell  it.  The  likely  buyer 
will  be  a  cable  company. 

The  other  part  of  local  broadcast- 
ing is  over-the-air  transmission.  No- 
body needs  that  anymore,  at  least  not 
to  deliver  national  news,  soaps  or 
sitcoms.  Sure,  the  airwaves  still  reach 
more  widely:  Cable  passes  95%  of 
American  households,  yet  only  65% 
subscribe.  The  gap  is  closing  year  by 
year,  however.  And  the  people  who 
choose  not  to  subscribe  are  either  too 
smart  for  Hollywood  or  too  poor  for 
Madison  Avenue.  Either  way,  they're 
marginal  viewers.  They'll  hardly  be 
missed  when  the  TV  masts  come 
crashing  down. 

All  that  must  be  saved  is  the 
immensely  valuable  bit  of  paper  that 


allows  TV  stations  to  transmit  in  th 
first  place:  the  FCC  license.  Nobod 
will  be  in  any  hurry  to  dynamite  that 
The  trick  will  be  to  transfer  it  intac 
to  someone  who  can  make  better  usi 
of  it.  Who  might  that  be?  AT&T/ 
McCaw,  perhaps.  Or  maybe  Moto 
rola's  Embarc,  which  provides 
wireless  data  service.  Or  Nexte 
(formerly  Fleet  Call),  which  has  ere 
ated  a  formidable  new  wireless  phoit 
company  by  buying  up  taxicab  dis 
patch  licenses.  There  are  plenty  o 
other  potential  takers.  Congressiona 
pooh-bahs  will  of  course  engage  ii 
an  orgy  of  hand-wringing  when  the 
learn  that  "free"  over-the-air  televi 
sion  is  dead.  The  spectrum  will  en< 
up  in  the  control  of  wireless  tele 
phone  companies  anyway. 

Meanwhile,  the  cable  companie 
are  sitting  pretty.  They  whine  abou 
must-carry,  but  they  can  live  with  i 
easily  enough.  And  for  the  next  fev 
years  they  won't  pay  to  rebroadcas 
traditional  network  fare.  The  net 
works  need  free  cable  more  than  cabli 
needs  network  programming.  Fo 
now,  the  supply  of  programming  fa 
exceeds  the  supply  of  local  transport 

Then  what?  Within  a  few  years 
cable  will  be  paying  for  network  pro 
gramming  just  as  it  already  pays  fo 
Home  Box  Office  or  ESPN.  If  cabli 
won't  bid,  others  will.  Telephone 
companies  already  have  the  capability 
to  compress  a  television  signal  to  th 
point  where  it  can  be  deliverec 
through  an  ordinary  telephone  line 
Direct  broadcast  satellite  will  providi 
another  video  pathway  into  th< 
home.  As  these  alternatives  multiply 
the  balance  of  market  power  will  shif 
back  to  where  it  belongs,  in  the  hand 
of  those  who  own  a  legal  monopoly 
called  copyright. 

A  decade  after  the  Bell  breakup 
television  is  about  to  begin  a  massiv* 
divestiture  and  restructuring  of  it: 
own.  Some  of  the  partings  may  b< 
amicable,  but  others  will  require  hos 
tilities.  After  the  breakup,  a  slew  o 
new  vertical  alliances  will  be  formed 
M&A  moguls,  take  note.  Happy  day: 
are  here  again.  ■ 
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NG  HEALTHY 


A  new  medication  not  yet  on  the  market  may  help  fight 
jet  lag.  Until  it's  ready,  here  are  some  practical  tips.. 

Resetting  the 
internal  clock 


By  Katarzyna  Wandycz 

Jet  i  AG  is  .1  familiar  ailment  for  busi- 
ness people.  Ii  goes  with  most  of  t  he 
territories.  The  reason  for  the  misery 
is  the  disruption  ol  a  biological  clock, 
a  pinhead  size  cluster  of  about 
1  (),()()()  cells  in  the  bottom  middle  of 
the  brain.  The  clock  tells  the  body 
when  to  sleep,  eat,  feel  alert  or 
drowsy.  Moving  across 
time  /ones  triggers  a  reset 
ting  mechanism.  But  the 
internal  clock  resets  by  only 
one  or  two  hours  a  day. 
Which  means  three  days  of 
feeling  lousy  when  you  go 
to  Europe  from  New  York 
or  five  days  of  woe  if  you  go 
to  Japan. 

"The  only  good  thing 
about  jet  iag  is  CNN," 
grumbles  David  Jacobs, 
who  logged  1  ()(),()()()  miles 
last  year  as  vice  president  of 
the  international  television 
group  of  ( Ihildren's  Televi 
sion  Workshop. 

Scientists  have  isolated  a 
hormone  called  melatonin 
that  can  reset  the  clock  fast  HM 
er.  It's  produced  mostly  by 
a  gland  just  above  the  clock.  Jose- 
phine Arendt,  endocrinology  proles 
sor  at  the  University  of  Surrey  in 
Guildford,  U.K.  has  tested  the  effects 
of  melatonin  on  400  t  ravelers.  Those 
taking  the  hormone  were  able  to  cut 
their  jet  lag  in  half. 

Health  food  stores  sell  melatonin, 
but  only  as  a  food  supplement,  and  no 
drugs  have  been  approved  by  the 
Food  &  Drug  Administration  for 
treating  jet  lag.  A  problem  is  "you 
wouldn't  know  how  much  to  take,  or 
w  hen,"  says  Al  Lewy,  a  professor  of 
psychiatry  at  the  Oregon  Health  Sci- 


ences University.  "If  you  take  it  at  the 
wrong  time,  you  will  get  an  opposite 
effect."  before  going  to  Europe,  for 
instance,  you  would  take  it  in  the 
afternoon,  not  the  morning. 

The  major  U.S.  drug  companies 
haven't  shown  much  interest  in  mak- 
ing a  melatonin  pill  because  the  hor 


Frequent  traveler  David  Jacobs  about  to  depart 
"The  only  good  thing  about  jet  lag  is  CNN. 


mone's  structure  is  known  and  thus 
not  patentable.  But  Lexington, 
Mass.  based  Intcmcuron  Pharma- 
ceuticals, Inc.  is  working  on  a  sleeping 
pill  that  will  include  melatonin  with 
an  altered  structure  that  can  be  pat- 
ented. The  company  says  it  may  be 
useful  m  treating  jet  lag  but  is  unlikely 
to  go  through  the  tests  and  get  FDA 
approval  before  the  end  of  the  decade. 

Shod  of  experimenting  with  mela 
tonin,  there  are  things  you  can  do  to 
minimize  jet  lag.  Richard  Wurtman, 
cofounder  oflnterneuron  and  profes- 
sor of  ncui  oscicncc  at  Mi  l  ,  says  light 


helps  some  people  reset  their  clocks. 
If  you're  going  from  New  York  to 
Paris,  and  land  in  the  morning,  don't 
head  for  the  hotel  to  sleep,  he  says. 
Staying  out  in  the  sunshine  to  fool 
your  clock  into  thinking  it's  daytime 
back  home  may  speed  the  resetting 
from  a  week  to  a  few  days. 

Here  are  some  other  general  tips  a 
traveler  should  follow  on  any  flight. 
Drink  lots  of  fluids  on  board,  especial- 
ly water,  to  avoid  dehydration  in  the 
dry-air  environment.  Avoid  or  limit 
the  use  of  alcohol  for  the  same  reason. 
Stimulate  the  blood  circulation  with 
exercise — get  out  of  your  seat,  take- 
some  deep  breaths  and  stretch.  If  the 
plane  makes  a  stop,  force  yourself  to 
take  a  stroll. 

Woodside,  Calif. -based  Jet-Ready 
Travel  Services'  program  provides  cli- 
ents charts  with  guidelines  on  diet, 
caffeinated  drinks  and  exposure  to 
light  before,  during  and  after  the 
flight. 

For  a  recent  nine-hour 
flight  from  New  York  to 
Warsaw,  for  example,  this 
reporter  asked  Jet- Ready 
for  advice.  For  a  Thursday 
departure,  I  was  told  to  be- 
gin a  special  diet  on  the 
preceding  Monday,  alter- 
nating days  of  heavy  and 
light  meals  through  the  end 
of  the  week.  I  was  supposed 
to  drink  coffee  only  be- 
tween 3:30  p.m.  and  5 
p.m.,  and  go  to  bed  at  my 
regular  time  or  earlier  the 
night  before  the  flight. 

At  the  6:30  p.m.  depar- 
ture time,  I  was  supposed 
to   reset   my  watch  and 
"start  functioning"  on  Pol- 
ish time  right  away.  Which 
meant  trying  to  go  to  sleep  as  soon  as 
possible,  since  it  was  already  after 
midnight  in  Poland.  Recommenda- 
tions for  the  9  a.m.  Warsaw  arrival: 
lots  of  sunshine,  big  breakfast,  no 
coffee. 

Alas,  things  don't  always  work  out 
as  planned.  I  had  to  stay  up  late  the 
night  before,  writing  this  story,  and 
had  to  drink  coffee  to  stay  awake  while 
packing  before  the  flight.  And  the 
man  next  to  me  on  the  plane  talked 
constantly  all  the  way  across  the  At- 
lantic. I  arrived  in  Warsaw  totally 
exhausted.  H 


Forbes  ■  August  30,  1993 


Two-way  •  Paging  •  Satellite 


odems 


4 


C3 
O 


JCI  I  IILUI  IUULIU  o  11.11 


tyiuitu  <^ifcOirs  •  Memories  •  COMPONENTS  •  EmbeddedConr rollers  •  Microprocessors 


MPTY  SPACE  INSIDE  THIS  RADIO  MAY  BE  SIiSl§y 

ft  XAO^T  I KA  DfMJTA  KIT  FFATIIRF  job  of  keeping  pilots  and  air  traffic  controllers  in  voice 
I J  iy\\Jj  I  l/Vli  wIMMtl  I  I  LMJ  UI\L»  contact.  Not  only  con  it  pick  up  radio  transmissions  that 
e  slightly  off-frequency  it  offers  uncompromising  performance  when  operating  with  other  radios  nearby.  But  the  real 
ws  is  what  this  radio  doesn't  do -yet.  Because  communication  technology  and  the  needs  of  aviation  advance  so  rapidly, 
?  designed  it  with  enough  space  to  accommodate  upgrades' that  don't  exist  today  That  way  the  radio  that's  new  today 
ill  still  be  "new"  decades  down  the  rood.  For  Motorola,  this  focus  on  the  future  is  just  one  more  way  we  focus  on  qualify. 


M  OTOROLA  Quality  Means  The  World  To  l/s.™ 

"  .  Motorola,  bnd  PROTEUS  ore  trademarks  of  Motorolo,  Inc.  6  1993  Moforolo.  Inc. 


PERSONAL  AFFAIRS 

EOltttt  BY  WILLIAM  CrUWACAM 


The  trendiest  vehicles  around  are  the  luxury 
four-wheelers.  Buying  one  is  a  way  of  being 
trendy  without  seeming  to  want  to  be. 

All  this  and 
luxury,  too 


By  Jerry  Flint 

"I'M  not  an  an  off  road  freak;  I  am  a 
get-to  work  freak,'1  says  Richard  Si- 
rota,  president  of  Kwik  International 
Color  Ltd.  of  Manhattan.  He's  ex- 
plaining why  he  owns  a  Range  Rover. 
It's  not  his  only  car.  Sirota  is  a  car  buff. 
There  are  his  Porsches  and 
the  BMW  740,  the  Ferraris 
and  the  Astons  and  the 
Buick  (for  around  town). 
So  why  does  he  need  to 
own  a  big  $40,000  utility 
vehicle? 

"First,  it's  reliable,  the 
third  one  I've  owned,  and 
I've  never  had  a  problem.  I 
leave  it  outside,  it  goes 
through  bad  weather,  I  can 
put  in  tons  of  junk,  and  the 
dog  and  the  family,  and  it 
rides  very  comfortably." 

1  le  lives  20  miles  out  of 
the  city.  "No  matter  how 
bad  the  weather  is,  I  get  to 
work.  The  big  snowstorm  last  year; 
we  didn't  get  our  driveway  plowed. 
There  was  more  than  14  inches  of 
snow  and  I  still  got  out."  When  he 
takes  the  family  to  the  house  on  Cape 
Cod,  it's  t  he  Range  Rover  they  go  in. 
"It's  not  performance,  but  if  I  had  to 


have  one  car,  it's  practical." 

Lilian  King,  a  director-consultant 
with  Delta  Consulting  of  New  York, 
talks  about  the  safety  of  her  1993  Jeep 
V-8  Grand  Cherokee  Limited.  "It 
was  the  only  kind  of  trucky  thing  that 


Chrysler's  Jeep  Grand  Cherokee  Limited 


Chevy's  four-wheel-drive  Suburban 


came  with  an  air  bag,"  she  says. 

She's  had  her  close  calls,  which  is 
why  those  air  bags  matter. 

"We  were  just  entering  the  high- 
way. There  was  sleet  on  the  road  and 
the  two  cars  in  front  of  us  moved 
together,  hit,  and  the  car  on  the  left 
flipped  over."  She  jammed  on  the 
brakes  and  the  four-wheeler  stopped 
fast  and  true  without  ramming  the 
wreck.  "I  don't  think  I  could  have 
avoided  him  in  an  ordinary  car." 

She  and  her  husband  have  a  place  in 
Connecticut  as  well  as  a  city  apart- 
ment. "We  tow  the  canoe  to  the 
landing  and  it's  muddy,  but  we're 
really  not  off-roading  a  lot." 

While  the  ads  portray  these  four- 
wheelers  climbing  mountains  and 
sloshing  through  mud  and  streams, 


most  buyers  are  not  your  rugged  out 
door  type.  Few  expect  to  need  the  of] 
the-road  capability  the  vehicles  adver 
tise.  What  those  ads  do  is  reinforce  th 
four-wheelers'  image  for  ruggednes 
and  reliability — more  ruggednes 
than  you  may  ever  need,  but  some 
thing  you  feel  better  having.  Th 
market  is  far  broader  than  the  limitei 
number  of  people  who  go  off-roai 
touring.  The  total  utility  vehicle  mar 
ket,  Chrysler's  Jeeps  and  Ford's  Fx 
plorers  and  General  Motors'  Chevro 
let  Blazers  and  all  the  rest,  is  runniii] 
about  1.3  million  sales  a  year,  25' 
better  than  last  year.  The  high  end  c 
the  market,  around  $30,000  and  up 
might  run  1 0%  of  that  or  maybe  more 
Range  Rover,  manufactured  b 
Land  Rover  of  Britain,  was  the  first  c 
the  luxury  four-wheelers,  and  top 
out  at  $50,000.  Rover  is  expanding  it 
lineup.  Coming  this  fall  will  be  th 
Defender  90,  an  open  two 
door  that  looks  somewha 
similar  to  the  World  War  I 
Jeep.  That  will  go  for  abou 
$33,000  equipped.  Earl 
next  year  there  will  be 
station-wagon- type  Rovei 
seating  seven,  for  about  th 
same  price.  The  compan 
figures  the  strong  marke 
and  new  models  could  tri 
pie  volume  from  abou 
5,000  sales  in  the  U.S.  thi 
year. 

The  volume  seller  in  th 
$30,000-range   is  Chrys 
ler's  Jeep  Grand  Cherokei 
Limited,  which  starts  a 
$28,600,  and  there  aren't  any  rebates 
"I  defy  you  to  find  a  Limited  tha 
doesn't  have  everything  on  it,"  say 
Larry  Baker,  the  division  manager 
The  Limited  series  accounts  for  abou 
a  third  of  the  Grand  Cherokee  sales 
or  about  65,000  a  vear. 


Ford's  Explorer  Limited 
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ling:  Land  Rover's  Defender  90 


'I  don't  know  how  high  is  up," 
s  Baker.  "Half  our  customers  are 
men.  They  feel  very  safe  and  secure 
it,  they  sit  higher,  have  a  terrific 
,v  of  the  road,  and  with  four-wheel 
/c  they  know  it  will  get  them 
ough  rain,  snow,  anything." 
<ord's  luxury  utility  is  the  Explorer 
lited — the  4-by-4  comes  with  a 
ning  board — listing  at  $27,500, 
I  pushing  up  toward  $30,000 
hout  too  much  trouble, 
n  a  curious,  almost  backhanded 
r,  these  cars  are  trendy.  "I  hate  to 
this  is  in  fashion,  but  it's  displaced 
premium  car  as  a  status  symbol," 
5  Chet  Kuziemko,  Ford's  truck 
rketing  plans  manager, 
rhe  most  impressive  General  Mo- 
s  vehicles  in  this  class  are  the  Chew 
I  GMC  Suburbans,  giant  station- 
yon-shaped  vehicles  with  42 -gal- 
gasoline  tanks.  Thev'll  pull  up  to 
000  pounds,  which  can  be  a  pretty 
)d  size  horse  trailer,  which  may  be 
y  the  Suburbans  are  most  popular 
[exas. 

fhe  Japanese  manufacturers  have  a 
ill  piece  of  the  luxury  utility  mar- 
,  with  vehicles  like  Toyota's  Land 
riser  and  the  highest-priced  ver- 
is  of  the  regular  utility  vehicles 
h  as  Nissan's  Pathfinder,  Isuzu's 
>oper  and  Toyota's  4Runner, 
ich  are  all  imported. 
[Tien  there's  the  Hummer,  made 
AM  General  Corp.,  the  civilian 
sion  of  the  Army's  hmmwv,  for 
ween  $43,000  and  $53,000. 
iven  Mercedes  is  getting  into  the 
and  will  be  designing  and  building 
tility  vehicle  in  the  U.S. 
»o,  as  they  always  have,  people 
ise  status.  Only  today  they  call  it 
liability"  and  "ruggedness."  Bl 


Long  scorned  by  the  art  snobs,  Pre-Raphaelite  art  is 
back  in  vogue  and  prices  are  taking  off. 

Flesh  and  fantasy 


By  Christie  Brown 

When  Luis  Ferre,  the  Puerto  Rican 
cement  magnate,  decided  to  start  his 
own  art  museum  in  Ponce,  Puerto 
Rico  in  1957,  he  went  shopping  for 
classical  paintings — Flemish,  Dutch 
and  Italian  Baroque,  the  standard 
museum  stuff 

But  then  Ferre  indulged  a  bit  of  his 
own  taste.  He  bought  dozens  of 
works  by  the  Victorian  Pre-Raphael- 
ite painters:  Dante  Gabriel  Rossetti, 
William  Holm  an  Hunt,  Ford  Madox 
Brown  and  John  Ev  erett  Millais. 

Full  of  medieval  and  romantic  im- 
ages of  death,  drooping  lilies  and 
languid  maidens,  they  were  then  con- 
sidered sheer  camp  by  the  arbiters  of 
taste.  There  was  "The  Sleep  of  King 
Arthur  in  Avalon,"  Edward  Burne- 
Jones'  1881  masterpiece  of  the  dying 
King  Arthur;  also  "Flami  lg  June," 
painted  in  1895  by  Lord  Frederick 


Leighton.  It  depicts  a  curvy  young 
woman  draped  in  a  transparent  or- 
ange gown  and  sprawled  sleepily  on  a 
marble  bench. 

Out  of  favor,  the  Pre-Raphaelite 
stuff  was  cheap.  Throughout  the 
1960s  and  1970s,  when  Ferre  was 
buying,  the  most  he  spent  on  any  Pre- 
Raphaelite  painting  was  $8,000 — 
that  for  "The  Sleep  of  King  Arthur  in 
Avalon."  "The  scholars  and  critics  all 
called  it  kitsch,"  recalls  Ferre,  now  89 
years  old.  "Everyone  thought  I  was 
crazy  to  bin'  them." 

Not  anymore.  Pre-Raphaelite  is 
back  in  vogue  and  so  is  anything 
Victorian  that  bears  Pre-Raphaelite 
influences. 

Ferre's  Museo  de  Arte  de  Ponce  has 
one  of  the  most  valuable  collections. 
Prices  have  been  taking  off  with  hard- 
ly a  pause  ever  since  a  successful  ex- 


"Leila"  by  Sir  Frank  Dicksee  recently  sold  for  $1.2  million 
The  bigger  the  curves,  the  bigger  the  price. 
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hibil  at  London's  Tate  Gallery'  in 
1984.  In  the  art  market  collapse  in 
1990  the  Pre-Raphaelite  stuff 
dropped  only  about  25%;  and,  unlike 
most  of  the  art  market,  it  has  already 
bounced  back  and  is  now  bringing 
record  prices. 

Some  examples:  In  recent  months  a 
painting,  by  James  Tissot  depicting  his 
mistress  and  child  retched  $2.9  mil 
lion.  A  frolicking  Roman  bathing 
scene  titled  "The  Baths  of  Caracalla" 
by  Sir  Lawrence  Alma-Tadema 
brought  $2.5  million.  Alma-Tadema 
and  Tissot  weren't  of  the  brother- 
hood, but  their  paintings  bear  strong 
Pre-Raphaelite  touches. 

Who's  doing  the  buying?  One  col- 
lector dominating  the  field  is  British 
composer  Andrew  Lloyd  Webber. 
Dealers  also  report  selling  to  collec- 
tors from  1  long  Kong  to  Saudi  Arabia 
to  South  America.  The  Japanese  de- 
partment stores,  including  Mitsuko 
shi,  are  also  strong  buyers. 

"What  determines  the  price  is  the 
beauty  of  the  women — the  sheer 
sumptuousness  —and  the  story  the 
painting  tells,"  says  Simon  Taylor, 
head  of  Sotheby's  Victorian  art  de- 
partment in  London. 

Take  "Leila,"  a  painting  by  Sir 
Frank  Dicksee  (1853-1928),  which 
sold  for  $1 .2  million  at  a  recent  Soth- 
eby's auction.  Dicksee  is  a  second  tier 
artist,  but  "Leila"  depicts  a  first  rate 
seductress.  The  heroine  in  a  7th -cen- 
tury Arabian  love  story,  she  is  swathed 
in  a  golden  robe  and  reclining  on 
crimson  cushions  and  leopard  skins. 

The  Pre-Raphaelite  movement  got 
its  start  in  1848,  when  a  group  of 
young  art  students,  including  Rosset 
ti,  Hunt  and  Millais,  decided  to  rebel 
against  the  fussy  art  styles  typified  by 
the  Royal  Academy  and  its  first  presi 
dent,  Sir  Joshua  Reynolds,  whom 
they  dubbed  "Sir  Sloshua."  In  a  boy- 
ish pact  they  started  a  secret  art  society 
and  named  it  the  Pre-Raphaelite 
Brotherhood,  on  the  belief  that  all  art 
since  Raphael  (1483-1520)  was  de- 
testable. Their  credo:  to  be  true  to 
nature. 

Essentially  a  lark,  astonishingly  the 
vague  concept  took  root.  Using  tarn 
ily  and  friends  as  models,  the  boys 
started  turning  out  paintings  of  myth- 
ical scenes  and  were  championed  by 
the  powerful  art  critic  John  Ruskin.  A 
favorite  model  in  their  paintings  was  a 


millinery  shop  girl  named  Lizzie  Sid 
dal.  An  apathetic  beauty  with  huge 
mournful  eyes,  Siddal  was  the  perfect 
Pre-Raphaelite  who  would  pose  for 
hours  in  a  freezing  tub  of  water  to 
model  as  a  drow  ning  Ophelia. 

Rossetti  married  Siddal,  who  died 
in  1862,  age  29,  of  an  overdose  of 
laudanum.  Grief-stricken,  Rossetti 
buried  his  prized  manuscript  of  poet 
ry  with  her.  It  was  one  of  the  great 
scandals  of  the  time  when  seven  years 
later  Rossetti  decided  to  publish  his 
poetry.  Siddal's  coffin  was  dug  up  in 
the  dead  of  night  and  the  manuscript 
recovered,  dripping  with  Lizzie's 
golden  hair. 

The  Pre  Raphaelite  Brotherhood 
was  dispersed  by  1 860,  but  the  move- 
ment remained  a  strong  influence  on 
Victorian  painting  until  about  1900. 
Throughout  the  period  Rossetti,  Mil- 
lais and  I  hint  were  in  huge  demand. 
They  all  provided  illustrations  tor  Al 
tied  Tennyson's  book  of  collected 
poems.  Rossetti  painted  murals  on 
the  walls  of  Oxford  University's  de- 
bating hall,  and  Millais  illustrated  sev 


era!  of  Anthony  Trollope's  books. 

But  tastes  were  changing  by  190( 
when  Cezanne  and  the  French  in 
pressionists  appeared  on  the  art  seem 
Critics  fell  in  love  with  the  new,  an 
condemned  the  Pre-Raphaelites  fc 
their  puling  sentimentality.  Man 
standard  art  history  texts,  writte 
around  the  1950s,  ignored  them. 

Because  of  this  neglect,  few  Amer 
can  museums  have  notable  collet 
dons  of  Victorian  paintings.  (  Lhilik 
Ferre,  their  boards  took  their  scho 
ars'  advice.)  An  exception  is  the  Dek 
ware  Art  Museum  in  Wilmingtot 
which  has  one  of  the  best  pubf 
collections  in  the  country. 

To  see  more,  a  trip  to  London  is  i 
order  to  the  Tate  Gallery  or  the  pr 
man'  dealers,  who  include  Christ* 
pher  Wood,  Jeremy  Maas  and  th 
Fine  Arts  Society.  In  New  York  Cm 
Hirschl  &  Adler  Galleries  has  recent! 
hired  a  specialist  in  the  Victorian  fielc 
Christie's  and  Sotheby's  have  auc 
dons  of  Victorian  paintings  thre 
times  a  year  in  their  New  York  an 
London  salesrooms.  ■ 
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The  long-range  Learjet 
uniquely  designed  to  shrink  fuel  costs. 

And  continents. 


The  New  Learjet  60 


It's  no  surprise  that  this  aircraft's  speed  and  2750-nm  range  can  save  you  precious  time.  It 
3,  after  all,  a  Learjet.  And  while  its  stand-up  cabin,  private  aft  restroom  and  avionics  suite  are  impressive, 
he  truly  remarkable  fact  is  this:  You  can  operate  the  midsize  Learjet  60  on  less  fuel  and  money  than  anything 
Ise  in  its  class. 

Credit  sleek  aerodynamics  and  computer-optimized  PW305A  engines.  They  can  annually  save  thousands  of 
;allons  of  fuel  over  any  other  midsize  jet.  The  Learjet  60  even  burns  less  fuel 
han  over  hall  the  light  jets  delivered  last  year.  Which  is  why  it  looks  as  good 
m  paper  as  it  does  in  the  air. 

Let  us  demonstrate  what  the  world's  most  efficient  midsize  jet  can  save  you.  Nothing  elso  comos  closer 
!all  Ted  Farid,  Vice  President  Marketing  and  Sales,  at  (310)946-2450  ext. 
142,  or  Fax  (316)946-3235. 


BOMBMOttR 


Learjet 
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George  Peterkin,  chief  executive,  ivirDyi 
Preparing  for  a  rebound  on  the  lower  Mississippi. 


Der  Zuricher 

"Dhr  ZCfrICHER"  is  what  Ferdinand 
Piech  tails  him.  That  guy  from  Zurich 
just  couldn't  accept  losing.  This  is  all 
his  fault,  Piech  told  the  German  press. 

Picch  is  chairman  of  Volkswagen 
and  the  most  prominent  member  of 
the  Piech  Porsche  clan,  one  of  Eu- 
rope's richest.  The  man  whose  name 
won't  pass  his  lips,  the  man  Piech 
figures  is  behind  General  Motors1  war 
on  VW  and  its  new  recruit,  Ignacio 
Lopez,  is  Louis  Hughes,  gm  executive 
vice  president  for  international  opera- 
tions in  Zurich. 

I  [ughes  has  been  kept  on  the  side- 
lines in  the  skirmish,  but  the  bad 
blood  has  been  building.  Hughes  was 
head  of  ( )pel,GM's  German  unit,  until 
his  promotion  last  year,  and  he- 
whipped  vw  in  productivity  and  prof- 
its, pushing  GM's  Huropean  earnings 
to  $2  billion. 

Worse,  VW's  board  picked  Piech  to 
run  vw  only  after  Hughes  told  them 
nein,  danke.  And  in  1990  Hughes 
snatched  Last  Germany's  Eisenach 
auto  works  from  under  vw's  nose,  vw 
has  responded  to  Hughes'  success  by 
stealing  some  of  his  best  people, 
which  )n^t  isn't  done  in  Germany — 
first  the  new  manager  of  the  Eisenach 
plant,  then  key  Opel  purchasing 
agents,  who  took  with  them,  CM  says, 
cost  data  and  forward  product  plans. 

Piech  has  tried  to  turn  the  Ix>pez 


fight  into  a  national  contest,  Germans 
versus  the  ugly  Americans,  but  that 
won't  be  easy.  Hughes,  a  native  of 
Cleveland,  has  been  in  Europe  since 
1987.  He  learned  German  so  well  that 
he  conducts  business  in  the  language. 
He  spent  a  week  on  Opel's  assembly 
line,  and  at  Kiscnach  he  sat  through 
the  same  classes  on  "lean  produc- 
tion" that  workers  took. 

An  engineer  from  the  GM  Institute 
with  a  master's  in  business  from  Har 
vard,  Hughes,  44,  is  GM's  golden  boy, 
a  good  bet  to  be  running  the  company 
in  the  21st  century.  And  a  strong 


showing  against  Piech  won't  hurt  hi 
chances.  The  automobile  industr 
breeds  strong  men  and  great  quarrel' 
from  Ford  versus  Iacocca  to  Gl 
founder  Billy  Durant  versus  Waltc 
Chrysler,  whoc|uit  Buick  in  anger  an* 
started  his  own  company.  Hughe 
versus  Piech  may  be  one  of  those  grea 
quarrels.  — JERRY  FLIN 


Barging  ahead 


General  Motors'  Louis  Hughes 

The  Volkswagen  feud  has  deeper  roots. 


"Thkrh'S  nkvhr  bkhn  a  more  excitin 
time  to  be  in  this  industry,"  gusht 
George  Peterkin.  Others  will  di* 
agree:  Peterkin  is  chief  executive  c 
Kirby  Corp.,  operator  of  the  nation' 
largest  fleet  of  tank  barges.  While- 
good  part  of  his  industry  is  Stoppc 
dead  in  the  water  on  the  upper  Missi* 
sippi  until  sometime  in  Septembei 
Peterkin's  barges  are  busy  moviq 
chemicals  and  gasoline  along  the  Gu 
of  iMexico  and  the  lower  Mississipp 
Bubbling  with  excitement  in  his  sun 
ny  Houston  office,  Peterkin  says  th 
flooding  will  have  only  a  minor  effec 
on  his  business,  and  no  act  of  God  i 
going  to  dampen  his  enthusiasm  fc 
the  future. 

Peterkin  has  been  preparing  for 
rebound  in  the  depressed  barge  in 
dustry  for  five  years.  He  bought  nin 
shipping  companies  at  very  reason 
able  prices,  nearly  quadrupling  Kit 
by's  fleet  to  422  vessels  and  triplin 
revenues  to  $270  million.  Profits  fc 
the  American  Stock  Exchange  trades 
firm  reached  $]  3.6  million  last  year. 

Peterkin's  buying  opportunitie 
trace  back  to  tremendous  overbuild 
ing  in  the  1970s  that  depressei 
freight  rates  for  nearly  a  decade.  A 
today's  rates  no  one  is  building  ne\ 
barges,  and  tougher  environment; 
standards  are  pushing  many  compa 
llies  out  of  the  business. 

As  competitors  exited  the  indusm 
Peterkin  continued  to  buy,  knowini 
from  experience  that  eventually  th 
barge  cycle  would  bottom  out  am 
freight  rates  would  rise.  His  father  am 
uncle  invested  in  Dixie  Carriers,  no\ 
a  part  of  Kirby,  back  in  1948.  Peterkii 
joined  the  20  barge  outfit  after  grad 
uating  from  the  University  of  Texa 
that  year.  He's  been  president  sine 
1953.  Now  66,  Peterkin  regrets  onl 
one  thing:  "I  wish,"  he  says,  "all  thi 
was  happening  30  years  ago." 

(  I  IRISIOI'HIK  PA  I  Ml  HI  ■ 
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UTILITIES  FUND 


§§§ 


If' 


Lightning  Strikes  Twice: 
Current  Income,  Capital  Appreciation. 


It  seems  only  natural  that  Franklin  was  the  first 
to  offer  investors  a  utilities  fund. 

The  Franklin  Utilities  Fund,  well-established 
for  over  40  years,  invests  in  the  securities  of 
public  utilities,  primarily  in  the  country's  fastest 
growing  regions.  The  investment  objectives: 
current  income  and  capital  appreciation. 

The  fund  is  professionally  managed  and  pays 
quarterly  dividends. 


t  Returns  for  the  period  ended  6/30/93  include  the 
maximum  4%  initial  sales  charge  and  assume  rein- 
vestment of  dividends  at  the  offering  price  and  capi- 
tal gains  at  net  asset  value.  Investment  return  and 
principal  value  will  fluctuate  so  that  your  shares, 
when  redeemed,  may  be  worth  more  or  less  than 
their  original  cost.  Past  performance  cannot 
guarantee  future  results 


AVERAGE  ANNUAL  TOTAL  RETURNS' 

10-Year 

5-Year 

1-Year 

13.99% 

12.96% 

13.92% 

Call  your  investment  advisor  or  Franklin  today. 

1  -800-342-FU  N  D 
EXT  1253 


for  a  free  prospectus  containing  more  complete 
"ormation,  including  charges  and  expenses.  Please 
read  it  carefully  before  you  invest  or  send  money. 


MEMBER   $97   RILLION   FRANKLIN/TEMPLETON  GROUP 
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How  To  Pick  A  Fund 

By  Jason  Zweig 

Control  the  controllable:  Keep  costs  as  low  as  possible  and 
stay  away  from  funds  that  do  badly  in  bear  markets. 

Choosing  A  Muni  Fund  86 

By  Mary  Beth  Graver 

Should  you  look  backward  at  recent  performance?  No, 
look  forward  and  focus  on  risks  and  costs. 

The  Honor  Roll  94 

By  Toddi  Gutner 

These  funds  don't  dazzle  in  bull  markets,  but  they're  likely 
to  preserve  capital  when  the  market  takes  a  dive. 


How  Brokers  Sell  Funds  96 

By  Jason  Zweig 

Stockbrokers  can  pitch  funds  pretty 
hard.  We  called  nearly  two  dozen 
brokers  and  heard  some  things  that 
made  our  hair  stand  on  end. 


Are  Hot  Funds  Good?  98 

By  Neil  Weinberg 

It  bears  repeating:  In  picking  mutual 
funds,  go  for  consistency,  not  for  hot 
performance. 
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~ ~    How  To  Minimize  Sales  Loads  100 

.J     By  Randall  Lane 

Can't  bear  paying  a  load  even  on  a 
good  fund?  Here  are  some  rips  for 
buying  and  exchanging  load  funds 
w  ithout  paying  the  hill  charge. 
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nd  Newsletters 

/lark  Hulbert 

;  mutual  hind  advisory  letters  useful?  Some  are,  but  they 
l't  make  all  your  decisions  for  you. 

10 ranee  Was  Bliss  104 

iuzanne  Oliver 

-Air  Force  master  sergeant  and  postal  clerk  Charles 
>oper  is  now  the  multimillionaire  publisher  of  a  fund 
.vsletter. 
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Doing  Well  By  Doing  Good        1 06 

By  Laura  Saunders 

Want  to  make  money  not  for  yourself 
but  for  your  favorite  charities?  Fideli- 
ty's Charitable  Gift  Fund  can  help. 


Small  Company  Funds  108 

By  Eric  Hardy 

Most  small  stocks  are  getting  pretty 
well  picked  over.  A  few  funds  go 
beyond  small — by  buying  itsy-bitsy, 
teeny-weeny  stocks. 


M.B.A.s  Versus  Monkeys  111 

By  Mary  Beth  Grover 

Should  you  look  for  funds  managed 
by  people  with  fancy  graduate  de- 
grees? Not  necessarily. 


Annual  Expenses  1 12 

By  Riva  Atlas 

The  fund  industry  has  exploded  in 
size.  Where  are  the  economies  of 
scale?  Where  are  the  bargains? 
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►w  To  Open  A  Closed  Fund 

?iva  Atlas  and  Jason  Zweig 

i  mutual  fund  you  want  to  invest  in  slams  its  door  in  your 
e,  see  if  there's  a  back  entrance. 


Currency  Funds  116 

By  Amy  Feldman 

So  you  want  to  lake  a  flier  on  yen  or 
deutsche  marks?  Fidelity  and  Hun 
rington  ha\e  funds  to  help  you,  but 
they  leave  a  lot  to  be  desired. 


Tax-Free  Preferred  Funds  120 

By  Jason  Zweig 

Do  you  have  $50,000  in  a  tax  exempl 
money  fund?  Take  it  out  and  buy  the 
preferred  stock  of  one  of  those  closed 
end  leveraged  muni  funds. 


How  to  Start  Your  Own  Fund  124 

By  Seth  Lubove 

Ever  tell  yourself,  "I  could  run  a  fund  better  than  those 
bozos'"?  Jimmy  Baker  did-  SO  he  started  his  own. 


Rules 

Stock  fund  table 
Balanced  fund  table 
Global  stock  fund  table 
Foreign  stock  fund  table 
Taxable  bond  fund  table 
Municipal  bond  fund  table 
Junk  bond  fund  table 
Global  bond  fund  table 
Fund  distributors 


Best 

Buys 

Taxable  bond  funds 
Municipal  bond  funds 
U.S.  equity  funds 
International  stock  funds 
Taxable  money  funds 
Tax-free  money  funds 


126 
127 
158 
164 
166 
172 
182 
196 
198 
202 


85 
86 
88 
92 
200 
201 
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The  best  way  to  buy  funds  is  to  control  the  controllable: 
Keep  costs  as  low  as  possible  and  stay  away  from  funds 
that  take  risks  you  can't  tolerate. 

How  to  pick 
a  mutual  fund 


By  Jason  Zweig 

Here's  how  not  to  pick  a  mutual 
fund:  Find  the  one  that  went  up  the 
most  over  the  past  year  or  five  years  or 
decade . 

Investors  trying  to  buy  the  recent 
past  are  buying  a  very  uncharacteristic 
period  in  the  history  of  the  stock 
market.  Save  for  two  short,  sharp 
downdrafts,  in  late  1987  and  late 
1990,  the  U.S.  stock  market  has  been 
floating  steadily  upward  since  1982. 
No  one  knows  when  the  next  bear 
market  will  roust  itself  from  that  long 
hibernation,  but  sooner  or  later  it  will. 
When  it  does,  the  high-risk  funds  that 
looked  smartest  in  the  bull  market  w  ill 
turn  out  to  be  very  dumb. 

Since  1982  stocks  have  returned  a 
compound  12%  per  year  after  infla- 
tion. That  is  twice  the  historical  norm. 
Investors  have  not  only  forgotten 
how  bad  bear  markets  can  be,  but 
forgotten  that  not  all  bull  markets 
have  been  dais  good.  That  makes  it 
more  important  than  ever  to  consider 
the  two  cornerstones  of  Forbes1  ap- 
proach to  mutual  fund  investing: 
costs  and  capital  preservation. 

Most  fund  raters  harp  on  past  per- 
formance. But  the  sad  fact  is  that  there 
is  only  a  faint  correladon  between  past 
and  future  performance  on  Wall 
Street.  To  put  it  another  way:  What 
you  see  in  those  ads  proclaiming  aver- 
age annual  returns  of  1 5%  or  whatever 
is  more  luck  than  skill. 

Annual  operating  expenses  virtual- 
ly doom  the  average  stock  fund  to  trail 
the  market  by  about  1.5  percentage 
points  per  year  over  any  long  period. 
That's  why,  over  long  periods,  only  a 
minority  of  funds  can  be  it  a  passively 
managed  index  fund.  Indeed,  over 
the  past  decade,  only  40  of  290  sur- 
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viving  domestic  diversified  stock 
funds  have  beaten  the  Vanguard  In- 
dex-5  00  Fund. 

Even  the  best  funds,  which  beat  the 
market  without  taking  imprudent 
risks,  seldom  manage  to  stay  on  top 
for  long.  Only  three  members  of  the 
Forbes  honor  roll  have  stayed  there 
for  more  than  five  years. 

It  is  precisely  because  past  perfor- 
mance is  a  weak  predictor  of  future 
results  that  this  magazine  focuses  so 
much  attention  on  costs.  Unlike  per- 
formance, a  fund's  expenses  are  high- 
ly predictable  and  readily  measurable 
against  those  of  competing  funds  and 
other  investments. 

If  performance  were  predictable  or 
repeatable,  there  would  be  no  reason 
to  begrudge  giving  last  year's  (or  the 
last  decade's)  gifted  fund  manager  a 
1 .5%  or  even  a  2%  annual  slice  of  your 
money.  But  if  his  performance  has  a 


large  clement  of  luck,  you  shoule 
think  twice.  After  20  years  of  2° 
expenses,  an  active  trader  whose  port 
folio  does  only  as  well  as  the  markc 
will  be  30%  behind  that  Vanguan 
index  fund.  How  much  confidenci 
do  you  have  that  the  costly,  high 
performance  fund  you  are  contem 
plating  can,  before  expenses,  beat  thi 
market  by  a  cumulative  30%? 

What  is  true  of  stock  funds  is  dou 
bly  true  of  most  bond  funds.  Result 
are  a  function  not  of  portfolio  skill 
but  of  how  much  risk  the  investor  i 
willing  to  take  and  where  interes 
rates  go.  One  manager's  long  Trea 
sury  does  no  better  than  another's.  S( 
this  year,  our  Best  Bin-  formulas  fo 
high-grade  domestic  bond  funds  giv 
costs  three  times  the  weighting  o 
risk-adjusted  performance;  globa 
bond  fund  Best  Buys  are  weighted  2 
to-1  on  costs  to  performance.  Fo 
funds  buying  junk  bonds  and  stocks 
where  portfolio  skill  plays  a  mon 
discernible  role  in  determining  out 
comes,  we  weight  costs  equally  witl 
risk-adjusted  returns  in  determininj 
Best  Buy  rankings. 

Aside  from  costs,  the  Forbes  annu 
al  mutual  funds  survey  puts  a  spotligh 
on  performance  in  down  markets.  It  i 
a  clear-cut  measure  of  risk,  and  a  wa 
of  reminding  inv  estors  that  funds  cat 
go  down  in  value  as  well  as  up. 

Pay  a  lot  of  attention  to  how  voi 
divide  your  assets  among  stocks 
bonds  and  foreign  securities.  There  i 
no  right  answer  here,  since  allocation 
of  assets  is  a  function  of  your  risl 
tolerance  and  your  age.  But  let  u 
offer  one  caution  on  the  usual  run  o 
advice  in  this  matter.  It  is  getting  to  b< 
a  commonplace  among  financial  plan 
ners  that  young  people  should  hav< 
almost  all  of  their  retirement  assets  ii 
U.S.  stocks.  Before  plunging  in  witl 
both  feet,  ask  these  two  questions 
Why  didn't  I  hear  this  advice  10  or  1  j 
years  ago,  when  it  would  have  don< 
me  some  real  good?  And  why  should 
jump  in  now ,  w  hen  stocks  are  tradinj 
at  abnormally  high  multiples  of  thei 
earnings,  book  value  and  dividends! 

[fyou  stick  to  low-cost  funds  w  itl 
risk  suited  to  your  temperament,  voi 
might  feel  left  out  at  the  cocktail  part; 
w  hen  someone  brags  about  how  hi: 
fund  went  up  50%  this  year.  But  yot 
may  well  have  the  last  laugh  in  the 
next  bear  market.  ■ 

Forbes  ■  August  30,  199: 


1 


test  Buys 


ese  tables  pinpoint  funds  that  blond  low 
;t  and  high  performance.  Taxable  bond 
ids,  below,  and  municipal  bond  funds,  page 
;  are  graded  by  giving  costs — one-fifth  of 
!  sales  load  plus  annual  overhead — three 


times  the  weight  of  risk  adjusted  return.  At 
global  bond  funds,  costs  got  twice  the  weight 
of  returns.  For  stock  and  junk  bond  funds, 
where  portfolio  selection  matters  the  most, 
performance  gets  the  same  weight  as  costs. 


Taxable  bond  funds 

Once  a  fund  elects  whether  to  buy  short,  intermediate  ter — little  but  costs  can  separate  its  returns  from  oth 
or  long  bonds — a  choice  often  mandated  by  its  char-     crs\  So  it's  wise  to  stick  to  Best  Buys  in  bond  funds. 

md  5-year        SEC        Annual     Maximum     Assets     Minimum  Performance  Risk 

annualized     yield      expenses      sales       6/30/93      initial  UP    DOWN  level 

total  return  per  $100      charge       ($mil)     investment  —markets— 


I.S.  Treasury 


mguard  Fixed  Income-L-T  US  Treasury 

12.9% 

6.39% 

$0.27 

none 

$855 

$3,000 

A+ 

F 

high 

:nham  Target  Maturities-2000 

18.3 

5.33 

0.64 

none 

279 

1,000 

A+ 

F 

very  high 

:nham  Target  Maturities-2005 

21.1 

6.17 

0.64 

none 

156 

1,000 

A+ 

F 

very  high 

:nham  Treasury  Note  Fund 

9.7 

4.30 

0.53 

none 

394 

1,000 

C 

C 

average 

M  Limited  Maturity  Treasury  Shares 

8.1 

3.45 

0.46 

1.00% 

351 

500 

F 

A 

low 

iinnie  Mae 

mguard  Fixed  Income-GNMA 

11.1 

6.05 

0.29 

none 

7,604 

3,000 

B 

B 

high 

:nham  GNMA  Income 

10.8 

6.54 

0.54 

none 

1,255 

1,000 

C 

B 

average 

\RP  Income  Trust-GNMA  &  US  Treasury 

9.8 

5.60 

0.71 

none 

6,471 

500 

D 

B 

low 

delity  Ginnie  Mae 

10.2 

5.26 

0.81 

none 

973 

2,500 

C 

B 

average 

Rowe  Price  GNMA  Fund 

10.2 

6.27 

0.79 

none 

918 

2,500 

C 

C 

average 

unk 

delity  Capital  &  Income  Fund 

13.4 

6.29 

0.91 

none§ 

2,349 

2,500 

A 

B 

low 

errill  Lynch  Corp-High  Income-A 

14.0 

8.76 

0.59 

4.00 

2,488 

1,000 

C 

A 

average 

mguard  Fixed  Income-High  Yield 

10.5 

8.50 

0.34 

none§ 

2,443 

3,000 

D 

A 

low 

vesco  High  Yield 

9.8 

8.18 

1.00 

none 

330 

1,000 

D 

A 

very  low 

iderated  High  Yield  Trust 

12.2 

8.63 

0.77a 

none 

461 

25,000 

B 

C 

high 

•hort-term 

mguard  Fixed  Income-Short- Term 

9.7 

5.02 

0.27 

none 

3,189 

3,000 

D 

A 

average 

:udder  Short  Term  Bond  Fund 

10.0 

6  50 

0.75 

none 

2,980 

1,000 

D 

A 

high 

delity  Short-Term  Bond  Port 

9.0 

5.65 

0.77 

none 

2,099 

2,500 

D 

A 

low 

Rowe  Price  Short-Term  Bond  Fund 

8.3 

5.49 

0.76 

none 

592 

2,500 

D 

A 

low 

&  B  Limited  Maturity  Bond 

8.8 

3.89 

0.65a 

none 

329 

2,000 

D 

A 

average 

ledium-term 

SAA  Mutual-Income  Fund 

12.6 

6.86 

0.42 

none 

1,788 

1,000 

A 

C, 

high 

mguard  Bond  Index  Fund 

10.9 

5.82 

0.20 

none1 

1,286 

3,000 

B 

C 

average 

)lumbia  Fixed  Income  Securities 

11.6 

5.72 

0.65 

none 

292 

1,000 

A 

D 

high 

:einRoe  Intermediate  Bond  Fund 

10.3 

5.70 

0.67 

none 

312 

1,000 

B 

C 

average 

;rnstein  Short  Duration  Plus 

5.3* 

4.32 

0.66 

none 

542 

25,000 

very  low 

ong-term 

mguard  Fixed  Income-Invest  Grade 

13.3 

6.82 

0.31 

none 

3,188 

3,000 

A+ 

D 

high 

delity  Investment  Grade  Bond 

11.8 

7.16 

0.68 

none 

1,028 

2,500 

B 

B 

average 

rudder  Income  Fund 

11.6 

5.82 

0.93 

none 

503 

1,000 

B 

C 

average 

reyfus  A  Bonds  Plus 

11.8 

6.33 

0.93 

none 

620 

2,500 

A 

D 

high 

abson  Bond  Trust-Portfolio  L 

10.9 

7.10 

0.99 

none 

160 

500 

B 

C 

low 

rund  not  in  operation  for  full  period.    §Distnbutor  may 

mpose  redemption  fee  whose  proceeds  revert  to  the  fund,  a: 

Net  of  absorption  of  expenses  by  fund 

>onsor.    'Annual  $10  maintenance  fee. 
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FUND  SURVEY 


■I 


When  shopping  for  a  tax-free  bond  fund, 
don't  look  backward  at  recent  performance. 
Look  forward  by  focusing  on  risks  and  costs. 

How  to  pick 
a  muni  fond 


By  Mary  Beth  Grovcr 

Worried  about  income  tax  in- 
creases? Join  the  crowd.  Since  the  end 
of  1991,  some  375  new  municipal 
bond  funds  have  hit  die  market  to 
meet  the  demand  from  tax  panicked 
investors.  Muni  fund  assets  have  bal- 
looned almost  50%,  to  $234  billion, 
according  to  Areata,  Calif  ,  based  AMG 
Dal  a  Services. 


Here's  how  not  to  pick  the  right 
muni  fund:  by  looking  at  raw  perfor- 
mance over  the  past  one,  three  or  five 
years.  As  interest  rates  have  come 
mostly  down  in  recent  years,  that's 
been  bullish  for  bonds;  doing  well  was 
easy.  The  T.  Rowe  Price  Tax-Free 
Income  Fund  (long  maturity)  has  re- 
turned an  average  9.6%  a  year  since 


mid- 1988;  the  T.  Rowe  Price  Tax 
Free  Short  Intermediate  Fund  onl 
6.4%.  Does  that  tell  you  that  the  lonj 
f  und  was  better  run?  Or  likely  to  can 
9.6%  a  year  for  the  next  five  years? 

No  on  both  counts.  It  just  tells  v<  >i 
interest  rates  have  fallen.  It  says  noth 
ing  about  where  rates  are  going  o 
about  the  skills  of  the  fund  managers 


Fund 

5-year 

SEC 

Annual 

Maximum 

Assets 

Minimum 

Performance 

Risk 

annualized 

yield 

expenses 

sales 

6/30/93 

initial 

UP 

DOWN 

level 

total  return 

per  $100 

charge 

($mil) 

investment 

—markets— 

Short-term 

Vanguard  Muni  Bond-Short-Term 

5.9% 

3.2% 

$0.21 

none 

$1,248 

$3,000 

A+ 

very  low 

Vanguard  Muni  Bond-Limited  Term 

7.3 

3.8 

0.21 

none 

1,496 

3,000 

A 

very  low 

Merrill  Lynch  Muni-Ltd  Maturity-A 

6.1 

2.9 

0  40 

0.75% 

942 

1.000 

A+ 

very  low 

USAA  Tax-Exempt  Fund-Short-Term 

6.5 

3.6 

0.43 

none 

886 

3,000 

A+ 

very  low 

T  Rowe  Price  Tax-Free  Short-Intermediate 

6.4 

3.7 

0.63 

none 

489 

2,500 

A+ 

very  low 

Medium-term 

Vanguard  Muni  Bond-Intermediate 

9.9 

4.9 

0.21 

none 

4,594 

3,000 

B 

C 

average 

USAA  Tax-Exempt  Fund-Intermediate 

9.0 

4.9 

0.42 

none 

1,487 

3,000 

D 

A 

low 

Fidelity  Tax-Free-Limited  Term  Munis 

8.8 

4.8 

0.64 

none 

1.190 

2,500 

D 

A 

low 

Dreyfus  Intermediate  Municipal  Bond  Fund 

9.0 

4.7 

0.71 

none 

1,745 

2,500 

D 

A 

low 

Long-term 

USAA  Tax-Exempt  Fund-Long-Term 

10.4 

5.2 

0.39 

none 

1,996 

3,000 

B 

C 

average 

Fidelity  Tax-Free-Municipal  Bond 

10.1 

4.8 

0.49 

none 

1,305 

2,500 

B 

C 

average 

Vanguard  Muni  Bond-Long-Term 

11.0 

5.3 

0.21 

none 

1,103 

3,000 

A+ 

F 

very  high 

Vanguard  Muni  Bond-Insured  Long-Term 

10.7 

5.1 

0.21 

none 

2.142 

3.000 

A+ 

F 

very  high 

Dreyfus  Municipal  Bond  Fund 

99 

5.2 

0.69 

none 

4,626 

2.500 

C 

B 

average 

One-state 

Vanguard  California  Tax-Free-Insured  L-T 

10.3 

5.0 

0.20 

none 

1,032 

3,000 

A+ 

F 

very  high 

Benham  Calif  Tax-free  Intermediate 

8.1 

4.2 

0.50 

none 

406 

1,000 

D 

B 

very  low 

Scudder  Massachusetl  T  -  Free  Fund 

10.5 

5.6 

0.00a 

none 

313 

1,000 

A+ 

F 

very  high 

Vanguard  NJ  Tax  Fret    isured  L-T 

10.5 

4.8 

0.21 

none 

717 

3,000 

A+ 

F 

very  high 

Vanguard  New  York  Insurer!  Tax-Free 

10.6 

48 

0.20 

none 

753 

3,000 

A 

D 

very  high 

Vanguard  Penn  Tax-Free-Insured  L-T 

10.5 

5.0 

0.21 

none 

1,401 

3.000 

A 

0 

very  high 

a.  Net  of  absorption  of  expenses  by  fund  sponsor.    Sources:  Forbes;  Lipper  Analytical  Services. 
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To  pick  a  muni  fund,  focus  on 
<.s  and  costs.  Let's  take  up 
cs  first. 

rhe  two  risks  in  a  bond  fund 
credit  risk  and  interest  rate 
c.  Yes,  munis  can  go  into 
fault.  Overall,  about  0.5%  of 
inicipal  securities  default— 
t  the  default  rate  among 
nc  categories  of  unrated 
inis  may  go  as  high  as  6%. 
'There's  no  such  thing  as  a 
e  lunch,'''  warns  Ian  MacKin- 
n,  who  oversees  1 7  Vanguard 
mi  funds.  So-called  high- 
Id  muni  funds  load  up  on 
nds  that  aren't  backed  by  a 
merriment's  taxing  power. 
:  their  investors  compensat- 
for  the  extra  risk?  Not  as  well 
they  used  to  be.  MacKinnon 
ares  five  years  ago  unrated 
mis  yielded  an  average  of 
15  percentage  points  more 
m  rated  bonds;  today  the 
ead  is  just  1.4  points. 
VlacKinnon  doubts  the  yield  ad- 
ltage  is  worth  the  risk  to  principal. 

is  leery  of  nonrated  retirement 
me  bonds  (euphemistically  called 
fe  care").  Polk  County  (Fla.)  Ren  al 
gency  and  Albuquerque  ( N.M. )  La 
la  Llena  are  two  that  went  bust.  So 
LcKinnon  limits  unrated  bonds  to 
of  his  high-grade  portfolios.  Even 
Vanguard's  high-yield  fund,  just 
Vo  of  the  holdings  are  unrated. 
Slext,  rate  risk.  A  rough  guide  to 
:  sensitivity  of  a  portfolio  to  interest 
e  changes  is  its  average  maturity, 
tter  still  is  the  duration,  which 
ne  fund  sponsors  are  willing  to 
close  if  you  call  and  ask.  A  duration 
ive  years,  for  example,  means  that  a 
rtfolio  is  as  sensitive  to  rate  changes 
a  noncallable  zero  coupon  bond 
e  in  five  years. 

Nhy  doesn't  mere  maturity  suffice? 
:ause  other  factors  affect  how  a 
nd  reacts  to  rate  changes.  The  pos- 
ility  that  it  will  be  called  before 
turity,  for  example,  reduces  its  sen- 
vity  to  rate  changes.  So  does  hav- 
;  a  high  coupon. 

Bond  arithmetic  gets  messier  still, 
e  latest  trick:  a  derivative  security 
led  an  inverse  floater,  designed  to 
ose  up  the  reported  yield.  Inverse 
aters  add  rate  risk  out  of  all  propor- 
n  to  their  stated  maturity.  MacKin- 
n  views  inverse  floaters  as  a  no  win 


game.  If  interest  rates  keep  falling,  he 
says,  these  securities  are  likely  to  get 
called  by  the  issuers;  if  rates  rise,  prices 
will  crash.  A  1%  rise  in  long  rates  could 
destroy  20%  of  the  principal  value  of 
some  floaters.  The  duration  number 
does  not  capture  all  of  these  interest- 
rate  pitfalls,  but  it  never  hurts  to  know 
your  duration. 

You  can't  keep  up  with  all  the 
coupons,  call  dates  and  inverse  float- 
ers in  your  fund,  but  you  can  get  a 
handle  on  past  sensitivity  to  market 
fluctuations  from  the  Form  s  grades. 
Funds  with  at  least  five  years  of  history 
are  graded  separately  for  bullish  and 
bearish  months.  Those  sticking  their 
necks  out  the  furthest  on  the  maturity 
curve  tend  to  get  A's  in  bull  markets 
and  D's  or  F's  in  bear  markets. 
Shorter  term  funds  tend  to  get  D's  or 
worse  in  bull  markets  and  A's  or  R's  in 
bear  markets. 

For  nervous  investors,  therelore,  a 
B/C  Foriu  s  rated  fund  would  prob- 
ably be  a  more  suitable  purchase  than 
an  A/D  fund.  So  instead  of  just  look- 
ing at  past  performance,  decide  how 
far  out  on  the  curve  you  w  ant  to  stick 
your  neck.  With  an  A+/F  fund  you 
are  sticking  it  out  quite  tar.  At  least 
you  get  paid  for  taking  this  risk,  in  this 
sense:  It  interest  rates  never  change, 
you'll  earn  a  point  or  two  more  per 
year  on  a  nskv,  long  term  muni  fund 


than  on  a  shorter  fund.  But  of 
course  rates  will  change,  and 
you  can't  know  in  advance 
which  way  they  will  go. 

Another  worn':  liquidity 
"flic  scariest  risk  in  munis  is  the 
lack  of  diversity  among  buyers," 
warns  MacKinnon.  Before  the 
lc>Xo  tax  reform,  banks  and  in- 
surers owned  lots  of  municipal 
bonds.  But  now  25%  of  munis 
are  ow  ned  by  mutual  and  mon- 
ey market  funds,  w  ith  individ 
uals  holding  most  of  the  rest.  If 
individuals  panic,  there  won't 
be  as  many  corporate  buyers 
around  to  absorb  the  selling.  A 
Hood  of  redemption  orders 
could  kill  prices. 

MacKinnon  doesn't  see  in- 
terest rates  jumping  anytime 
soon,  but  he  recalls  all  too  well 
what  happened  when  rates  rose 
in  the  spring  of  1987.  Vanguard 
had  to  jettison  close  to  $1  bil- 
lion in  municipal  bonds  in  six 
weeks  to  meet  redemptions.  The  net 
asset  value  of  its  muni  funds  dropped 
an  average  of  10%.  It  might  be  worse 
next  time.  In  such  a  crisis  you  w  ant  to 
be  a  buyer,  not  a  seller.  So,  even  ifyou 
load  up  on  long  term  funds,  set  aside 
some  money  very  short  term  (see  story, 
p.  120)  to  take  advantage  of  a  pricing 
panic  if  one  ever  occurs. 

Once  you  have  decided  how  much 
risk  you  can  stomach,  compare  funds 
on  cost.  With  a  wealth  of  choices, 
there's  no  need  to  pay  a  sales  load. 
Among  the  no-loads,  there's  no  need 
to  pay  more  than  0.8%  in  annual 
expenses.  Vanguard's  muni  funds  are 
the  ones  to  beat:  These  no-loads  run 
up  expenses  of  only  0.2%. 

Pay  a  bit  more  for  a  double-tax-free 
fund  from  your  home  state  ifyou  live 
in  a  high-tax  state.  Hut  be  careful. 
Most  double-tax  free  funds  are  a 
waste  of  money,  preying  on  investors' 
naive  urge  to  lower  taxes  at  all  cost. 
Many  investors  would  do  better  buy 
ing  a  low-cost  national  fund. 

Portfolio  skill  plays  only  a  small  role 
in  determining  muni  fund  returns. 
Your  results  are  almost  purely  a  func- 
tion of  w  here  you  perch  on  the  risk 
spectrum — and  on  how  much  is  raked 
off  the  top  for  costs.  Thus  our  Best 
Buy  rankings  give  three  times  as  much 
w  eight  to  expenses  as  to  risk  adjusted 
performance.  m 
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Within  each  category  below,  funds  appear  in  descending  we  define  as  one-fifth  of  any  sales  load  plus  total  annual 

order  of  their  Best  Buy  scores.  Our  Best  Buy  formula  for  overhead.  These  funds  stand  a  good  chance  of  continu- 

Stock  funds  gives  equal  weight  to  five-year  risk-adjusted  ing  to  deliver  solid  performance  at  low  cost.  This  year, 

performance  and  to  the  annual  costs  of  ownership,  which  for  funds  in  existence  since  our  measurement  period 


Fund/distributor 

Performance 
UP  DOWN 

—markets— 

Maximum  cumulative  loss 
%  period 

Lead  manager  (years) 

5-year 
annualized 
total  return 

Hypothetical 
investment 
results 

Stock 

USAA  Mutual-Income  Stock  Fund/USAA 

D 

A 

 * 

 * 

Harry  Miller  (4) 

14.2% 

NA 

Century  Shares  Trust/Century  Shares 

A 

B 

-24.4% 

11/89  to  10/90 

Allan  W  Fulkerson  (17) 

18.2 

$35,280 

Mutual  Series  Fund-Beacon/Heine  Sees 

C 

B 

-20.0 

9/87  to  11/87 

Michael  F  Price  (8) 

12.7 

28,982 

Janus  Fund/Janus 

B 

B 

-18.6 

8/87  toll/87 

James  P  Craig  III  (6) 

20.0 

28,173 

Lexington  Corp  Leaders  Trust  Fund/Lexington 

B 

A 

-28.8 

8/87  toll/87 

Wilham  S  Stack  (7) 

14.3 

27.728 

Invesco  Industrial  Income  Fund/lnvesco 

B 

A 

-23.4 

8/87  toll/87 

Multiple  managers  (3) 

17.0 

31,461 

AARP  Growth  Trust-Growth  &  Income/Scudder 

D 

A 

Robert  E  Harvey  (9) 

136 

NA 

Invesco  Strategic-Financial  Services/lnvesco 

A 

C 

 * 

 * 

Doug  Pratt  (1) 

25.0 

NA 

SteinRoe  Special  Fund/Stein  Roe 

A 

C 

-28.9 

8/87  toll/8/ 

Multiple  managers  (2) 

17.2 

29.963 

Gateway  Index  Plus  Fund/Gateway 

F 

A 

-20.0 

8/87  toll/8/ 

Peter  W  Thayer  (16) 

12.5 

20,330 

Balanced 

Vanguard/Wellesley  Income  Fund/Vanguard 

C 

A 

-8.0 

2/87  to  11/87 

Earl  McEvoy(ll) 

13.6 

27,149 

Fidelity  Balanced  Fund/Fidelity 

Robert  Haber  (5) 

13.8 

NA 

Fidelity  Convertible  Securities  Fund/Fidelity 

 * 

 * 

Andrew  Offit(l) 

18.0 

NA 

Dodge  &  Cox  Balanced  Fund/Oodge 

A 

C 

-17.0 

8/87  to  11/87 

Multiple  managers  (10) 

13.3 

28,986 

Fidelity  Puritan  Fund/Fidelity 

A+ 

B 

-19.6 

8/87  toll/87 

Richard  Fentin  (6) 

13.6 

27,095 

SBSF  Convertible  Securities  Fund/SBSF 

Louis  R  Benzak  (5) 

12.2 

NA 

Sector— utilities 

Fidelity  Utilities  Income/Fidelity 

 * 

John  Muresianu  (less  than  1) 

15.2 

NA 

Invesco  Strategic-Utilities/lnvesco 

0 

A 

 * 

 * 

Brian  Kelly  (less  than  1) 

15.1 

NA 

Strarton  Monthly  Dividend  Shares/Stratton 

D 

A+ 

-17.8 

2/87  toll/87 

James  W  Stratton  (13) 

12.9 

25,825 

Franklin  Utilities  Fund/Franklin 

D 

A+ 

-13.0 

8/86  to  11/8/ 

Multiple  managers  (8) 

14.1 

29,069 

Sector— health  &  technology 

Vanguard  Special-Health  CareA/anguard 

A 

B 

 * 

 * 

Edward  Owens  (9) 

17.7 

NA 

Invesco  Strategic-Health  Sciences/lnvesco 

A+ 

C 

 * 

 * 

Multiple  managers  (5) 

23.9 

NA 

Invesco  Strategic-Technology/lnvesco 

A+ 

F 

 * 

 * 

Daniel  Leonard  (8) 

21.5 

NA 

Vanguard  Special-Technology/Vanguard 

C 

D 

 * 

 * 

Perry  Traquma  (9) 

10.9 

NA 

"Fund  not  in  operation  for  full  period.  §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  NA:  Not  applicable  cr  not  available.  'Sales 
charge  waived  through  12/31/95. 
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jan  in  June  L983,  we  also  show  the  maxi- 
m  cumulative  loss  suffered  over  a  period  of  at 
;t  one  month.  And  we  provide,  in  the  col 
n  "Hypothetical  investment  results,"  the 


aftertax  result  of  SI 0,000  invested  in  these 
hinds  ten  years  ago.  Courtesy  of  Morningstar, 
Inc.,  we've  added  r  i  ratios  and  market  capital 
i/ation  data  for  the  portfolios  as  well. 


Net  assets         Maximum  Annual  Weighted  Median  Portfolio  Fund 

($mil)  load  expenses  average  market  cap  turnover 

per  $100  P/E  ($bil) 


$891  none  $071 

272  none  0.84 

791  none  0.81 

8,164  none  0.96 . 

118  none  0.60  - 

3,413  none  0.98 

1,316  none  0.86 

387  none  1.07' 

944  none  0.96 

215  none  1  11 


18.1  $6.3  16% 
14.5  3.6  5 

20.2  1.2  58 

19.3  8.3  117 

17.4  20.8  NA 

15.4  4.3  119 

18.7  4.9  20 

14.7  2.4  208 

21.3  1.5  40 

21.1  27.2  15 


USAA  Mutual  -Income  Stock  Fund 
Century  Shares  Trust 
Mutual  Series  Fund  Beacon 
Janus  Fund 

Lexington  Corp  Leaders  Trust  Fund 

Invesco  Industrial  Income  Fund 
AARP  Growth  Trust  Growth  8.  Income 
Invesco  Strategic  Financial  Services 
SteinRoe  Special  Fund 
Gateway  Index  Plus  Fund 


4,589  none  0.35 

3,222  none  0.91 

851  none  0.96 

372  none  0.63 

7,529  2.00%'  0.68 

61  none  1.22 


16.1  13.4  NA 

19.7  1.3  138 
24.0  0.9  258 
21.4  7.5  6 
21.3  4.2  76 

17.8  6.9  42 


Vanguard/Wellesley  Income  Fund 

Fidelity  Balanced  Fund 

Fidelity  Convertible  Securities  Fund 

Dodge  &  Cox  Balanced  Fund 

Fidelity  Puritan  Fund 

SBSF  Convertible  Securities  Fund 


1,379  none  0.87 

163  none  1  13 

158  none  0.97 

3,228  4.00  0.55 


16.2  6.3  73 
17.7  1.5  226 

17.3  1.6  17 
15.1  5.6  1 


Fidelity  Utilities  Income 
Invesco  Strategic  Utilities 
Stratton  Monthly  Dividend  Shares 
Franklin  Utilities  Fund 


524  none§  0.22 

590  none  100 

235  none  1.12 

57  none§  0.25 


19.6  2.3  15 

24.1  0.7  91 

33.2  0.6  169 
25.0  0.5  65 


Vanguard  Special  Health  Care 
Invesco  Strategic-  Health  Sciences 
Invesco  Strategic- Technology 
Vanguard  Special-  Technology 
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l.  MORE  MISSION  FLEXIBILITY. 

lakingoff \rom  a  high-altitude  airport  on 
a  hot  day,  the  Citation  1 II  delivers  up  to 
87 percent  more  range  than  the  ( xtation  III. 
Takeoff  a  and  landings  on  shod  runways 
are  no  problem  for  the  MI,  either. 


MORE  STANDING  ROOM  &  MORE  AMENITIE 

No  other  midsize  business  jet  offers  more  stand-up  height  than 
the  ( 'nation  I II.  And  theexet  utive cabin  stretches  18 feet  in  lend 
from  the  hardwood-trimmed  galley  to  the  spacious  lavatory 
ompartment.  Every  detail  is  custom-tailored  to  your  specif  it  am 
Rich  leathers  itnd  hurled  hardwood  veneers.  Options  like  video 
monitors  and  CD  players.  You'll  even  determine  the  degree  of 
firmness  in  the  seats  and  backs  of  the  executive  recliners. 


ffl. 


HIGHER  PERFORMANCE. 

Routinely  cruisingat  up  to  548  mph,  the  Citation  VII  is  faster  tk 
any  other  midsize  jet  in  the  sky.  It  climbs  direct  to  43,000 feet,  an 
is  certified  up  to  51,000 feet  -  nearly  a-  mile  above  its  nearest 
competitor.  And  the  VH  offers  up  to  2,600  miles  of  range  -  enougi 
to  make  practically  every  trip  non-stop. 


4 

f 


VII  ways  to  identify  the 
world's  best  midsize  jet 

The  midsize  Citation  VII  isn't  just  a  step  up.  It's  a  leap  forward. 
More  powerful,  more  comfortable,  more  versatile,  more  reliable  and 
more  advanced  than  even  its  best-selling  predecessor,  the  Citation  III. 

The  Citation  VII  is  more  than  just  the  finest  midsize  business  jet 
Cessna  has  ever  built.  It's  the  finest  midsize  jet  anybody  has  ever  built. 
For  more  details,  call  Gary  W  Hay,  Senior  Vice  President  of  Marketing, 
at  1-800-4-CESSNA. 


T\T  MORE  ADVANCED 
IV.  TECHNOLOGY 

The  Citation  VII  flight  deck  is  one  of  the  most 
advanced  ever  offered  on  any  business  jet 
There's  a  digital  flight  control  system  with  a 
unique  duplex  autopilot.  Four  5x6"  EFIS  screens. 
And  electrically  heated  glass-on-glass  windshield. 


FAR  MORE  LUGGAGE  SPACE. 

The  Citation  VII's  total  baggage 
capacity  is  61  cubic  feet  -  about  two 
stalion-wagon  loads.  Far  more  than 
any  competitive  midsize  jet.  And  the 
VII's  heated  baggage  compartment  is 
separate  from  the  passenger  cabin, 
with  its  own  external  door. 


VI. 


l,  LOWER  MAINTENANCE  COSTS. 

Because  the  Citation  VII  engines  operate  cooler,  they 
last  longer.  They  also  require  less  maintenance.  MP1 
intervals  are  set  at  2,100  hours,  and  the  engines  carry 
an  extended  warranty  of  five  years  or  1,800  hours. 
The  Citation  VII  airframe  warranty  is  five  full  years. 


VII. 


UNMATCHED 
CUSTOMER  SUPPORT. 

Citations  are  backed  by  the 
largest  dedicated  support 
organization  in  the  industry. 
With  company-owned  Citation 
Service  Centers  in  cities  across 
the  U.S.,  plus  a  network  of  highly 
qualified  Authorized  Service 
Centers  around  the  world. 


Citation VE  -Tl 


Cessna 

A  Textron  Company 


International  stock  funds 


With  the  U.S.  stock  market  looking  very  expensive,  it 
makes  more  sense  than  ever  to  diversify  abroad.  How 
do  you  find  the  best  hinds  tor  investing  abroad?  The 
Best  Buy  rankings  on  this  page  present  one  approach. 

A  Best  Buy  hind  has  to  score  well  on  two  tests: 
performance  and  cost.  By  performance  we  mean  total 
return  over  the  past  five  years,  adjusted  for  risk.  The 
risk  adjusted  return  is  based  on  a  Sharpe  ratio,  which 
c<  impares  how  far  a  portfolio  has  gone  to  the  volatility  it 
suffered  getting  there.  (For  more  on  Sharpe  ratios,  read 
the  story  on  fund  investment  letters,  page  102.)  Why 
the  complexity?  Because  a  raw  performance  number, 
unadjusted  for  risk,  doesn't  do  justice.  In  a  bull  market, 
lor  example,  it  makes  any  breakneck  management  style- 


look  like  genius. 

Money  management  costs  are  the  side  of  the  equa- 
tion most  often  overlooked  by  newcomers  to  fund 
investing.  We  consider  costs  to  be  extremely  important, 
and  in  the  rankings  on  this  page  they  figure  equally  w  ith 
risk-adjusted  performance  in  determining  an  overall 
score.  For  a  cost  figure,  we  added  one -fifth  of  the 
maximum  load  to  the  annual  expense  ratio.  That  makes 
it  hard,  but  not  impossible,  for  a  load  fund  to  get  on  a 
Best  Buy  table.  Since  excellent  international  funds  are 
available  at  a  cost  of  1 .5%  of  your  money  or  less  per  year, 
you  should  pause  before  agreeing  to  pay  someone  more 
than  that  to  do  the  job.  Remember,  in  weighing  costs 
against  advertised  results,  that  past  performance  is  only 


Fund/distributor 

Performance 

Maximum  cumulative  loss 

Lead  manager  (years) 

5-year 

Hypothetical 

UP 

DOWN 

% 

period 

annualized 

investment 

—markets— 

total  return 

results 

Global 

Scudder  Global  Fund/Scudder 

A 

C 

 * 

William  E  Holzer  (7) 

12.9% 

Templeton  Income  Fund/Templeton 

C 

A 

 * 

 * 

Sam  Forester  (3) 

9.4 

USAA  Investment-Cornerstone  Fund/USAA 

B 

B 

 * 

 * 

Multiple  managers  (less  than  1) 

9.4 

New  Perspective  Fund/American  Funds 

C 

A 

-23.7% 

9/87  toll/87 

Multiple  managers  (10) 

11.4 

$27,328 

Vanguard  International  Growth  Portfolio/Vanguard 

B 

C 

-21.8 

7/90  to  9/90 

Richard  R  Foulkes  (12) 

5.9 

34,956 

Lexington  Global  Fund/Lexington 

B 

C 

Caesar  Bryan  (6) 

6.9 

Foreign 

Harbor  International/HCA 

 * 

 * 

 * 

 * 

Hakan  Castegren  (6) 

15.6 

T  Rowe  Price  International  Stock  Fund/Price 

B 

B 

-245 

8/87  to  11/87 

Martin  G  Wade  (13) 

9.1 

33,934 

Scudder  International  Fund/Scudder 

B 

B 

-28.2 

9/87  to  11/87 

Multiple  managers  (5) 

8.9 

32,667 

Babson-Stewart  Ivory  International  Fund/Jones  &  Babson 

Martin  Begian  (5) 

9.5 

Vanguard/Trustees'  Equity-lnternational/Vanguard 

B 

C 

-21.2 

7/90  to  9/90 

John  Wagstaff-Callahan  (9) 

6.9 

29.883 

Vanguard  Special-Gold  &  Prec  Metals/Vanguard 

D 

D 

David  J  Hutchins  (7) 

6.2 

European 

Invesco  International-European/lnvesco 

C 

B 

Multiple  managers  (5) 

7.5 

Vanguard  Intl  Equity  Index-European/Vanguard 

George  Sauter  (less  than  1) 

1.2* 

Pacific 

Japan  Fund/Scudder 

B 

C 

-34.3 

7/90  to  7/92 

Multiple  managers  (0) 

3.0 

30.369 

Nomura  Pacific  Basin  Fund/Nomura 

B 

C 

Takec  Nakamura  (8) 

6.9 

* 

""Fund  not  in  operation  for  full  period.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  ^Distributor  imposes  purchase  fee  with 
proceeds  reverting  to  other  tund  shareholders.    NA:  Not  applicable  or  not  available.    'Annual  $10  maintenance  fee. 
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i  weak  indicator  of  future  results. 

The  16  funds  below  fall  into  four 
:ategories.  Global  funds  are  a  blend  of 
U.S.  and  foreign  securities.  Foreign 
unds  invest  virtually  all  their  assets  in 
uarkets  outside  the  U.S.  European 
ind  Pacific  funds  concentrate  their 
:>ets  in  one  region.  Within  each  cate- 
gory, Best  Buys  are  ranked  in  de- 
scending order  of  their  composite 
:ost/performance  scores. 

Most  of  these  funds  stand  to  do  well  when  the  U.S. 
dollar  grows  weaker;  conversely,  an  improving  dollar 
:rimps  returns  when  results  are  translated  back  into 


dollars  for  U.S.  shareholders.  Some 
funds,  however,  hedge  away  some  or 
all  of  their  currency  exposure. 

An  alternative  approach  to  finding 
an  international  fund  is  taken  in  the 
honor  roll  on  page  94.  Three  of  the  1 8 
members  of  that  select  group  are  in- 
ternational funds:  Merrill  Lynch  Pa- 
cific, Templeton  Foreign  and  T. 
Rowe  Price  International  Stock.  (The 
last  is  also  a  Best  Buy  fund. )  To  get  on  the  honor  roll,  an 
overseas  fund  had  to  do  better  than  its  peers  in  surviving 
down  markets  and  had  to  deliver  excellent  results  over 
the  past  decade,  after  taxes  and  load. 


Net  assets 

Maximum 

Annual 

Weighted 

Median 

Portfolio 

Fund 

($mil) 

load 

expenses 
per  $100 

average 
P/E 

market  cap 
($bil) 

turnover 

$576 

none 

$1.48 

17.8 

$3.9 

50% 

Scudder  Global  Fund 

199 

4.50% 

1.00 

NA 

NA 

234 

Templeton  Income  Fund 

661 

none 

1.22 

26.1 

3.4 

33 

USAA  Investment-Cornerstone  Fund 

3,887 

5.75 

0.85 

21.9 

14.3 

6 

New  Perspective  Fund 

1,134 

none 

0.58 

28.1 

13.4 

55 

Vanguard  International  Growth  Portfolio 

73 

none 

1.52 

21.1 

3.7 

81 

Lexington  Global  Fund 

1,440 

none 

1.26 

17.6 

11.9 

24 

Harbor  International 

2,541 

none 

1.05 

19.6 

12.7 

38 

T  Rowe  Price  International  Stock  Fund 

1,350 

none 

1.26 

23.5 

10.2 

29 

Scudder  International  Fund 

32 

none 

1.58 

19.0 

14.8 

44 

Babson-Stewart  Ivory  International  Fund 

823 

none 

0.42 

23.3 

7.2 

51 

Vanguard/Trustees'  Equity-International 

456 

none§ 

0.36 

42.2 

2.6 

2 

Vanguard  Special-Gold  &  Prec  Metals 

164 

none' 

1.29 

14.7 

8.5 

87 

Invesco  International-European 

373 

l.OOt 

0.32 

14.5 

16.9 

1 

Vanguard  Intl  Equity  Index-European 

537 

none 

1.42 

32.5 

18.2 

47 

Japan  Fund 

51 

none 

1.51 

30.4 

14.9 

55 

Nomura  Pacific  Basin  Fund 
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1  SURVEY 

1 

It's  tough  to  get  on  the  honor  roll  and  tough  to  stay  on. 
What  does  it  take?  A  defensive  posture  in 
bear  markets  and  excellent  long-term  results. 

The  honor  roll 


By  Toddi  Gutner 

Vanguard's  Index-500  Portfolio, 
which  passively  replicates  Standard  & 
Poor's  index  of  500  stocks,  makes  its 
debut  on  the  Forbes  honor  roll  this 
year.  Its  appearance  here  is  certainly 
threatening  to  all  those  hyperactive 
traders  out  there.  Here's  a  virtually 
unmanaged  cross  section  of  the  mar- 
ket beating  out  many  of  the  stars. 

How  did  that  index  fund  get  on  the 
Forbes  honor  roll?  Several  factors  dis- 
tinguish this  honor  roll  from  the  win- 
ners' rankings  in  other  publications. 
The  most  important  is  our  emphasis 
on  how  funds  do  in  market  crashes. 
We  don't  let  a  fund  on  the  honor  roll 
unless  it  earns  a  B  or  better  in  bear 
markets.  This  rule  eliminates  many 
high-risk  growth  funds  from  consid- 


eration, even  though  these  funds  lead 
the  pack  in  raw  performance  over  the 
past  decade. 

Why  this  focus  on  the  downside? 
Precisely  because  the  past  decade  has 
been  so  bullish.  With  stocks  now  trad- 
ing at  extremely  high  multiples  of 
their  earnings,  book  values  and  divi- 
dends, there  is  every  reason  to  expect 
that  the  next  ten  years  will  be  charac- 
terized by  longer  or  sharper  bear  mar- 
kets than  we  have  seen  in  recent  years. 
Investors,  we  think,  should  pay  par- 
ticular attention  to  how  a  fund  han- 
dles itself  in  a  correction. 

Vanguard  Index-500  is  doomed 
never  to  beat  the  market  when  stocks 
are  rising;  it  can  only  match  the  mar- 
ket. High-risk  growth  funds  roar  past 


it  in  a  bull  market,  and  hence  domi 
nate  the  usual  winners'  lists  for  th 
past  five  and  ten  years.  But  the  inde 
fund  won't  do  worse  than  the  marke 
in  a  downturn.  And  as  Vanguard  In 
dex-500's  B  rating  in  down  market 
shows,  merely  matching  the  marke 
during  a  panicky  selloff  is  ai 
accomplishment. 

Put  it  this  way:  The  Forbes  hono 
roll  is  not  about  helping  you  beat  th 
market  in  boom  times.  It's  about  th 
preservation  of  capital.  In  three  gor 
months  of  1987,  the  S&P  500  lost  30< 
of  its  value.  Strength  in  bear  markets  i 
key  to  protecting  the  capital  that  wa 
created  in  the  bull  market.  When  th 
correction  comes,  these  honor  ro 
funds  will  lose  money,  but  the 
should  lose  less  than  their  peers. 

There's  another  factor  that  pushej 
an  index  fund  onto  the  honor  roll:  lo\ 
costs  and  taxes.  After  screening  fo 
stock,  balanced,  and  foreign  stoc 
funds  earning  a  B  or  better  in  dowi 
markets,  we  selected  the  funds  tha 
delivered  the  best  results  after  taxe 
(for  an  upper- middle -income  taxpay 
er)  and  sales  loads.  The  Vanguan 
index  fund  has  no  sales  load  an< 
minimizes  capital  gain  taxes  for  it 
shareholders  by  selling  stocks  onl 


Fund/distributor 

Performance 

Maximum  cumulative  loss 

Lead  manager  (years) 

Average 

Hypothetical 

UP 

DOWN 

% 

period 

annual 

investment 

—markets— 

total  return1 

results2 

Merrill  Lynch  Pacific-A5/Merrill  Lynch  Funds 

A6 

B6 

-33.0% 

8/87  to  10/87 

Stephen  Silverman  (10) 

18.8% 

$43,629 

Bergstrom  Capital/closed-end 

B 

A 

-21.6 

8/87  to  11/87 

Erik  E  Bergstrom  (17) 

17.6 

40,913 

Evergreen  Limited  Market/Lieber  &  Co 

B 

B 

-27.8 

8/87  to  11/87 

Robin  D  Kelly  (7) 

16.0 

36,321 

Templeton  Foreign  Fund/Templeton  Funds 

C6 

A6 

-22.2 

8/87  toll/87 

Mark  Holowesko  (6) 

16.1 

35,518 

Dodge  &  Cox  Stock/Dodge  &  Cox 

B 

B 

-25.8 

8/87  to  11/87 

Multiple  managers  (7)8 

15.3 

34,081 

T  Rowe  Price  Intl  Stock/T  Rowe  Price  Associates 

B6 

B6 

-24.4 

8/87  to  11/87 

Martin  G  Wade  (13) 

15.1 

33,934 

New  York  Venture/Venture  Advisers 

A 

B 

-25.9 

8/87  to  11/87 

Shelby  Davis  (24) 

16.7 

32,189 

Vanguard  Index-500  Portfolio/Vanguard  Group 

B 

B 

-29.7 

8/87  to  11/87 

George  Sauter  (6) 

14.1 

31,182 

Dean  Witter  Dividend  Growth/Dean  Witter  Reynolds 

C 

A 

-23.3 

8/87  toll/87 

Paul  Vance  (12) 

14.3 

30,901 

Guardian  Park  Ave  Fund/Guardian  Investor  Services 

A 

B 

-28.5 

8/87  to  11/87 

Charles  Albers  (21) 

15.7 

30,834 

Eaton  Vance  Total  Return/Eaton  Vance 

D 

A+ 

-24.6 

8/86  to  11/87 

Edwin  W  Bragdon  (12) 

15.5 

30,733 

United  Income  Fund/Waddell  &  Reed 

B 

B 

-20.2 

5/90  to  10/90 

Russell  E  Thompson  (14) 

15.9 

30,724 

SBS  Appreciation-A5/Smith  Barney  Shearson 

C 

B 

-26.2 

8/87  to  11/87 

Harold  Williamson,  Hersch  Cohen  (10) 

13.6 

30,509 

Northeast  Investors  Growth/Northeast  Investors  Trust 

C 

B 

-31.0 

8/87  to  11/87 

William  A  OatesJr  (13) 

12.6 

30,106 

Federated  Stock  Trust/Federated  Securities  Corp 

B 

A 

-27.2 

8/87  toll/87 

Peter  Anderson  (11) 

14.0 

29,832 

Mutual  Series-Beacon/Heine  Securities 

C 

B 

-19.9 

9/87  to  11/87 

Michael  F  Price  (8) 

13.1 

28,983 

Nicholas  Fund/Nicholas  Co 

B 

B 

-21.9 

8/87  to  11/87 

Albert  0  Nicholas  (24) 

•  13.0 

28.869 

Sentinel  Common  Stocky  Equity  Services 

C 

A 

-27.8 

8/87  to  11/87 

Christopher  Martin  (8) 

14.4 

28.394 

'For  domestic  funds:  from  6730/83  through  6/30/93,  before  deducting  loads  and  taxes.  For  Merrill  Lynch  Pacific,  Templeton  Foreign  and  T.  Rowe  Price 
International:  from  3/31/84  to  6/30/93.  2Value  on  6/30/93  of  $10,000  invested  6/30/83,  after  load  and  taxes,  for  hypothetical  upper-income  investor. 
Assumptions:  Investor  has  $100,000  gross  income  in  constant  1984  dollars,  deductions  equal  to  20%  of  income— 15%  after  1986— and  four  exemptions.  Loads 
applied  at  6/30/93  rate.  >  i  ig  '  ^nee/earnings  ratios  for  stocks  in  portfolio  based  on  most  recently  available  information,  weighted  bysizeof  holding.  ''Lesser 
of  security  sales  or  purchases,  d  'ided  b>  w  -age  net  assets.    5Fund  has  two  share  classes,  one  with  front-end  load,  the  other  with  back-end  load.  Results  are  shown 
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len  it  has  to — for  the  most 
rt  when  there  has  been  a  cor- 
rate  takeover. 

There  are  other  require - 
mts  that  tighten  the  list. 
3nor  roll  funds  must  have 
:ords  extending  back 
-ough  three  full  market  cycles 
June  1983.  We  exclude  sec- 
"  funds  and  single -country 
ids,  since  their  success  may 
me  more  from  their  specialty 
in  from  the  manager's  skill, 
tat  rule  eliminates  Century 
ares  Trust,  which  buys  insur- 
ce  stocks;  Franklin  Utilities; 
udential  Utility;  and  the 
>sed-end  Mexico  Fund. 
One  of  the  toughest  criteria 
meet  is  continuity  of  management. 
:  require  a  fund  manager  to  be  at 
;  helm  at  least  six  years.  Commit- 
:-run  funds  must  have  managers 
th  an  average  tenure  of  six  years, 
te  only  exception  to  this  rule  is  for 
iex  funds  like  Vanguard's:  No  of- 
lse  intended  to  manager  George 
utter,  but  he  could  quit  tomorrow 
thout  any  discernible  effect  on  the 
urns.  Our  strict  tenure  rule  bumps 
:h  fine  funds  as  Washington  Mutu- 
Fundamental     Investors  and 


Invesco  Industrial  Income. 

Finally,  the  fund  must  be  open  to 
new  investors.  That  rules  out  Sequoia 
and  Michael  Price's  Mutual  Shares 
and  Mutual  Qualified.  But  Price's 
Mutual  Beacon  is  still  open  and  ap- 
pears on  this  year's  honor  roll. 

A  fund's  appearance  on  the  honor 
roll  should  not  be  taken  as  an  uncon- 
ditional endorsement.  Since  the  con- 
test primarily  measures  portfolio  re- 
sults, not  costs,  many  load  funds  make 
the  cut.  But,  as  we  have  pointed  out 


many  times  in  this  magazine, 
you  should  always  be  leery  of 
paying  a  load  to  get  into  a  fund. 

So  why  don't  we  just  drop 
load  funds  from  the  honor  roll? 
Because  not  everyone  pays  that 
maximum  load  shown  below. 
Many  load  funds  waive  the 
charge  for  customers  either 
buying  through  a  corporate 
thrift  plan  or  transferring  from 
another  load  fund;  most  cut  the 
load  to  a  negligible  1%  or  2%  for 
very  large  purchases.  If  you  can 
get  in  for  less  than  2% — or  if  you 
are  sure  to  be  staying  put  for  at 
least  ten  years — consider  a  load 
fund.  Otherwise,  confine  your 
attention  to  the  eight  no-loads. 
Closed-end  Bergstrom  Capital  trades 
at  a  6%  premium,  which  is  almost  as 
bad  as  a  load. 

The  honor  roll,  which  is  limited  to 
equity  funds  that  have  been  around 
for  a  decade,  presents  just  one  ap- 
proach to  fund  selection.  Our  Best 
Buy  rankings,  in  contrast,  include 
fixed -income  categories  and  many 
newer  funds.  Those  rankings,  in  addi- 
tion, reflect  a  more  explicit  balancing 
of  performance  and  low  costs;  they 
begin  on  page  85.  HB 


Net  assets 

Maximum 

Annual 

Weighted 

Median 

Portfolio 

Fund  (consecutive  years  on  honor  roll) 

($mil) 

load 

expenses 

average 

market  cap 

turnover4 

per  $100 

P/E3 

($bil) 

$637 

6.50% 

$0.98 

30.5 

$18.2 

8% 

Merrill  Lynch  Pacific-A 

110 

 7 

0.79 

18.0 

5.3 

14 

Bergstrom  Capital  (10) 

87 

none 

1.24 

19.0 

0.1 

29 

Evergreen  Limited  Market 

2,232 

5.75 

1.26 

21.6 

8.9 

22 

Templeton  Foreign  Fund 

397 

none 

0.64 

20.6 

7.2 

7 

Dodge  &  Cox  Stock 

2,541 

none 

1.05 

19.6 

12.7 

32 

T  Rowe  Price  Intl  Stock  (4) 

704 

4.75 

0.91 

17*4 

7.7 

12 

New  York  Venture 

7,533 

none9 

0.19 

19.7 

13.1 

4 

Vanguard  lndex-500  Portfolio 

5,911 

5.0010 

1.40 

18.9 

12.1 

8 

Dean  Witter  Dividend  Growth 

467 

4.50 

0.82 

15.8 

1.1 

64 

Guardian  Park  Ave  Fund  (6) 

637 

4.75 

1.10 

14.3 

5.2 

54. 

Eaton  Vance  Total  Return 

2,790 

8.50 

0.66 

20.7 

7.7 

19 

United  Income  Fund  (5) 

2,912 

5.00 

1.05 

21.8 

12.1 

21 

S8S  Appreciation-A 

39 

none 

1.42 

19.2 

14.3 

29 

Northeast  Investors  Growth 

496 

none 

0.99 

16.7 

7.2 

49 

Federated  Stock  Trust 

791 

none 

0.81 

20.2 

1.2 

58 

Mutual  Series-Beacon 

3,087 

none 

0.76 

17.4 

2.8 

16 

Nicholas  Fund  (12) 

877 

5.00 

0.86 

18.1  x 

13.0 

11 

Sentinel  Common  Stock  (2) 

for  front-load  class  only.  Assets  are  for  entire  fund.  ^Grades  for  foreign  funds  measure  long-term  performance  against  other  foreign  funds.  7Closed-end  funds 
have  no  loads,  but  hypothetical  results  column  assumes  a  1%  brokerage  fee  to  buy  shares.  Bergstrom  Capital,  listed  on  the  American  Stock  Exchange  under  the 
symbol  BEM,  can  be  purchased  through  a  stockbroker.  3Average  tenure  of  managers,  with  ten  years'  maximum  credit  for  each.  9$10  annual  account 
maintenance  fee.    '"Includes  back-end  load  that  reverts  to  distributor. 


Sources.-  FORBES;  Mornmgstar,  Inc. 
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NO  SURVEY 


The  SEC  fusses  over  wording  details  in  unreadable 
prospectuses  but  lets  brokers  get  away  with  murder 
in  pitching  funds  over  the  phone.  We  listened  to  some 
of  these  guys.  Misleading,  to  say  the  least. 

Bending 
the  truth 


By  Jason  Zweig 

A  platoon  of  enforcement  agents  at 
the  Securities  &  Exchange  Commis- 
sion goes  over  fund  advertisements 
and  prospectuses  with  a  magnifying 
glass.  This  percentage  figure  should 
be  in  a  larger  point  size,  they  will  say; 
or,  your  fee  table  is  on  the  wrong  page 
of  the  prospectus. 

We've  got  some  advice  for  the  cops: 
Lay  off  the  prospectus  writers  for  a 
while  and  go  look  for  marketing  mis- 
chief where  it's  most  likely  to  be 
found,  in  one-on-one  sales  pitches. 
To  test  the  waters,  several  Forbes 
reporters,  posing  as  first- time  fund 
investors,  called  22  brokers  in  differ- 
ent cities. 

We  did  get  some  fine  advice:  Diver- 
sify; don't  put  all  your  money  in  a 
long-term  bond  fund;  don't  buy  a 
fund  unless  you  plan  to  hold  it  for 
several  years;  when  in  doubt  buy  the 
American  Funds  run  by  Capital 
Group  of  Los  Angeles. 

Unfortunately,  we  also  got  some 
lousy  advice,  often  from  the  same 
people.  Some  of  it  was  silly,  some  was 
deceptive,  some  downright  menda- 
cious. Here's  a  sample  of  the  state- 
ments we  heard;  many  would  be  in- 
stantly puni  shable  if  ever  published  in 
an  ad  or  prospectus. 

"There's  nobody  that  has  stayed  in 
a  mutual  fund  ten  years  or  more  that 
has  ever  lost  anything,"  we  were  as- 
sured by  a  salesman  at  the  Principal/ 
Kppler,  Guerin  &  Turner,  a  Dallas- 
based  brokerage.  Wrong.  For  in- 
stance, anyone  who  paid  a  broker  an 
8.5%  load  to  buy  Lexington  Strategic 
Investments,  the  gold  fund,  ten  years 
ago,  has  seen  his  money  shrivel  by  an 


annual  average  of  10.7% — and  that's 
after  the  fund's  net  asset  value  tripled 
in  the  first  half  of  1993. 

When  we  sounded  worried  about 
taking  money  out  of  the  bank,  a  Smith 
Barney  broker  assured  us  that  govern- 
ment bond  funds  are  "second  in  safe- 
ty to  a  Treasury."  Safer  than  CDs,  we 
asked?  "CDs  are  not  insured,"  the 
broker  informed  us  incorrectly. 

When  we  fretted  about  whether  a 
hike  in  interest  rates  would  knock 
down  the  value  of  a  bond  fund,  an- 
other broker  at  Smith  Barney  reas- 
sured us.  In  a  declining  market,  he 
said,  "as  the  money's  being  re- 
deemed, and  as  securities  mature  in 
that  bond  hind,  they're  going  to  be 
buying  higher-yielding  securities.  So 
over  time,  the  positive  effect  would  be 
that  the  yield  on  the  bond  fund  would 
go  up.  .  .  .  So  the  net  effect  is  almost 
even." 

Almost  even?  Where  was  this  guy  in 
1981,  when  some  long  Treasurys 
yielded  1 3%  and  sold  for  less  than  60 
cents  on  the  dollar?  The  yield  on  Dean 
Witter  High-Yield  Securities  rose 
from  an  already  meaty  14.8%  in  1988 
to  17.7%  in  1990.  But  the  extra  yield 
did  not  even  come  close  to  compen- 
sating for  the  fall  rn  net  asset  value: 
Total  return  was  minus  13.7%  in  1989 
and  minus  40.1%  in  1990. 

Sales  commissions  are' always  a  sore 
point  with  brokers;  they  live  off  them, 
but  they  are  trying  to  compete  with 
vendors  like  Vanguard  and  Scudder 
that  don't  charge  commissions.  How 
can  no-load  funds  manage  not  to 
charge  any  sales  commissions  and  still 
make  a  profit  for  the  people  who  run 


them?  We  asked  our  expert  at  Epplei 
Guerin.  That's  easy,  he  said:  "With 
no-load  fund,  when  they  don't  charg 
you  up  front,  what  they're  going  t< 
do  is  charge  you  more  per  year  t< 
manage  your  money."  Not  so.  Rathi] 
service  Morningstar,  Inc.  calculate 
that  the  average  expense  ratio  at  no 
loads  is  1%,  versus  1 .3%  at  load  funds 

A  PaineWebber  broker  pitching  hi 
firm's  Short-Term  Global  Inconi 
Fund  said  this:  "You're  able  to  bu 
through  us  on  a  no-load  structure,1 
he  continued.  "There's  no  load  oi 
the  front  end.  There's  no  load  on  th 
back  end."  This  we  didn't  believe 
"What's  the  catch?"  we  asked.  "N< 
catch,"  he  replied  firmly. 

There's  a  catch,  all  right:  The  Clas 
B  shares,  which  he  was  pushing,  hav 
an  expense  ratio  0.76  percentagi 
points  higher  than  the  front-loa< 
Class  A  shares. 

We  got  a  similar  answer  at  Shearsoi 
when  we  asked  about  loads.  "It  real! 
doesn't  matter  so  much  whether  it  i 
front-end  or  back-end,"  a  Shearsoi 
broker  explained.  Oh,  yeah?  It's  trui 
that  a  typical  back-end  load  decline 
to  zero  after  a  certain  number  of  years 
But  back-end  loads  go  hand-in-hanc 
with  higher  annual  expenses.  Some 
one  buying  the  Shearson  Fundamen 
tal  Value  Fund  w  ith  a  back-end  loac 
could  easily  be  worse  off,  even  after  si: 
years,  than  someone  buying  the  sam< 
fund  with  a  front-end  load. 

When  we  sounded  uneasy  abou 
paying  sales  charges,  at  least  threi 
brokers  said  the}'  had  a  deal  for  us 
They  would  sell  us  closed-end  fund: 
on  the  initial  public  offering  withou 
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urging  any  commission.  This  is  an 
y  lie  for  a  broker  dealing  with  a 
ve  buyer,  because  the  confirmation 
tement  for  a  trade  doesn't  show  the 
zs  charge  if  it's  a  new  issue.  The 
nmission,  usually  about  7%,  is  built 
o  the  price.  A  broker  at  Shearson 
s  typical,  pitching  us  on  Alliance 
>rld  Dollar  Government  Fund  II, 
ich  was  about  to  go  public:  "I 
iuld  recommend  that  you  take  ad- 
ltage  of  this  fund  because  it's 
una  be  gone  very  shortly  and  you 
n't  have  to  pay  anything  to  get  in." 
:w  buyers  paid  7%  to  get  in. 
What  about  annual  fees?  we  asked. 

PaineWebber  broker  told  us: 
lost  mutual  funds  out  there  are 
ced,  you  know,  pretty  much  the 
ne.  .  .  .  One  person  doesn't  charge 
it  much  more  than  the  other." 
jffed  a  broker  at  Shearson:  "Man- 
sment  fees  are  all  the  same."  Pop- 
:ock.  Last  year  the  Keystone  Cus- 
iian  B-l  corporate  bond  fund  ran 
annual  expenses  of  2%,  nearly  sev- 

times  as  much  as  a  comparable 
id  from  the  Vanguard  family. 
We  found  one  of  the  best  ways  to 
imp  a  broker:  Instead  of  letting  him 
mpare  a  fund's  return  w  ith  en  rates, 
:  him  to  compare  it  with  something 
evant.  A  Dean  Witter  broker  rec- 
lmended  Dean  Witter  Utilities 
nd:  "In  five  years,  it's  returned 
Va%  [per  year]."  So  we  asked, 
low  does  that  compare  with  some 
tiehmark,  you  know  ,  like  the  s&p 
0,  the  Dow  Jones,  a  utility  index  or 
nething?"  Our  broker  paused, 
:n  murmured,  "Uhh,  it's  one  of  the 
tter-performing  funds  out  there." 


In  fact,  Dean  Witter  Utilities  is  in  the 
bottom  halfofits  category  for  the  past 
five  years. 

Note:  Some  brokerage  firms  appear 
more  than  once  in  this  article  not 
because  the  advice  that  they  offered 
was  worse  but  because  their  brokers 
more  readily  accepted  unsolicited 
phone  calls.  While  our  sampling  was 
pretty  random,  experience  tells  us 


that  the  pitches  we  got  were  pretty 
typical. 

Moral:  Stockbrokers  are  useful  folk 
and  often  have  good  stock  picks  for 
you.  But  when  it  comes  to  picking 
funds,  take  your  counsel  from  disin- 
terested sources,  such  as  the  tables  in 
this  issue.  Follow  up  with  a  review  of 
the  cost  summary  and  performance 
history  in  the  prospectus.  Ufl 
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We  can't  say  it  too  often:  In  picking  mutual  funds, 
go  for  consistency,  not  for  hot  performance. 

Too  hot  to  handle 


By  Neil  Weinberg 

Too  often,  mutual  fund  buyers  have 
.1  short  memory  Instead  <>i  buying 
funds  that  do  well  in  up  markets  and 
protet  i  investors  during  down  mar 
kets,  too  many  buyers  binge  on  the 
latesi  hot  funds  Some  publi*  ations 

even  pi  ml  lists  "I  fund  prrloi  mam  c 

over  periods  .is  short  as  one  month, 
ignore  them,  Worse  than  meaning 
less,  they  can  be  dangerous  for  inves 
tors  tempted  i<»  get  <>n  board  the 
latest ,  hottesi  fund 

<  onsider  whai  would  have  hap 
pened  toa  Ik>i  fingered  investot  who, 
every  fan,  l  fot  the  ten  years  ending 
fanuary  1992,  put  equal  sums  into  the 
ten  equitj  funds  that  were  at  the  top 
of  th<  chart  for  tin  previous  y<  ai  ( )n 
average,  he  would  be  buying  a  portfo 
lio  that  had  bi  aten  the  marki  I  bj  30 
points  the  previous  calendar  year, 
Let's  saj  hi  held  each  fanuary's  port 
i( tin 1 1( >i  ( me  yeat 

Result?  An  .n  erage  return  oi  1 4.7% 
■i  year,  l  I  percentage  points  worse 
than  the  average  return  <>n  the  s&p 
500  index  <  i\  ei  th<  ise  ten  years, 

That's  quite  a  different  e  between 
I  i  pi »inis  w ( >i sc  than  the  mat  ket  and 
30  7  points  better,  It's  the  difference 


between  investing  going  forward, 
which  is  what  investors  do  in  real  life, 
.Hid  investing  g<  ting  backward,  which 
is  whai  they  do  in  du  n  fantasies  and 
through  mutual  fund  advertisements. 

By  the  way,  we  did  not  debit  the 
hyp<  'i  hei  ical  im  csti  »i  fi  »t  any  l«  »ads, 
which  would  have  made  luml  jump 
ing  even  more  fruitless, 

V(  >u'd  ha\  e  d<  me  still  worst  fi  illow 
ing  the  crowd  Say  every  Jan,  I  for  the 
pasi  ten  \  eai  s  you  b<  tught  I  he  previ 


Scorchers 


i  und 

Yen  fund 

Total 

+/- 

Total  return 

+/- 

was  hot 

return 

S8.P  500 

next  yr 

S8.P  500 

Opptnhtimti  r.irRct 

198? 

81.3% 

59.8 

24,5% 

2.0 

Fidelity  Select  1  ethnology 

198.1 

52.5 

300 

-16.9 

-23.0 

Franklin  utilities 

1884 

21.4 

15.3 

22.9 

-8.7 

PaineWebher  All.is  Global  Giowlh  A 

1985 

65.7 

34.1 

39.0 

20.3 

l.ip.ui 

1986 

776 

58.9 

33.0 

27.7 

Oppenheimer  Gold  8.  Special  Minerals 

1987 

71.6 

66.3 

84 

-9.1 

SunAmnrica  Aggressive  Growth 

1988 

48.5 

31.0 

23.1 

86 

United  Service;.  Gold  Sharei 

1989 

64.7 

33.0 

-342 

-31.1 

Fidelity  Soled  Ukh  <  1  1  ij;v 

1990 

44.4 

47.5 

99.1 

686 

Oppenheimer  Global    i  fed 

1991 

121.1 

906 

-22.9 

-305 

Sourc.  Monvng-.t,v  U 

Without  two  year  star  Fidolity  Solect  Biotechnology,  this  list  of  each  year's  hottest 
fund  goes  from  heating  the  market  slightly  to  lagging  it  by  more  than  6  points  a  year. 


ous  year's  ten  fastest  growing  stoc 

funds  and  held  them  lor  one  yeat 
Average  annual  return  (before  loads 
10.7%,  S.4  points  behind  the  market 
Oppenheimer  Global  Bio-Tec 
shows  the  penis  of  plunging  into  di 
fund  oi  the  moment.  In  L991  n  ha 
the  highest  return  ol  any  fund  (121% 
and  was  the  third  fastest  growing  ed 
uity  fund  (assets  mushroomed  755% 
to  $202  million),  That  was  gre.u  a 
early  birds;  the  fund  dosed  t<>  nea 
investors  in  April  1991.  Bui  thoj 

who  bought  in  when  the  fund  brief] 

reopened  thai  October  got  hanj 

mered  in   L992,  when  Global  Bid 

l  et  h  losi  23%  oi  Us  value. 

Whv  do  hot  funds  tend  to  cool? 
cascade  of  new  cash  forces  a  manage 
to  chase  after  the  best  stocks  ai  high! 

prices  or  to  settle  lor  less  compellifl 
buys.  Then  there's  managerial  ovci 
load   Evergreen  Total  Return,  a  to 

performer  for  the  previous  sis  yea™ 
grew  m< >ic  than  tenfold,  to  s  I .  I  hi  I 
lion.  In'  1986.  Over  the  nexi  five  yes 
the  fund  sat  in  the  bottom  hall  of! 

Jass  Laments  Us  manager,  Nola  la! 

cone:  "Sudden  growth  is  hard.  I  ha 

little  sleep,  and  I  had  to  do  two  jobs  - 
research  and  portfolio  management. 
Where  are  today's «.  .union  flags?  s 

far  this  vear,  6  ol  the  20  lasiesl 

growing  equity  funds  specialize  i 

precious  metals,  energy  or  the  Pacin 
basin  The  lirst  two  categories  ar 
gambles  that  inflation  is  coining  bad 

b  might,  but  thai  didn't  keep  gol 

hinds  Ik  >m  i  rashing  nearly  1  0%  in  on 
day  earlier  this  month.  In  the  Pacini 
loo,  bargains  are  gelling  harder  t 
find.  "I  like  the  macroeconomics  i 

Singapore  .md  Malaysia,  bin  tfl 

stocks  are  loo  highly  valued,"  sa\ 

David  Herro,  who  runs  ( )akmark  In 
ternational,  die  fourth  fastesi  grow 
ing  equity  fund  through  lime,  with  a 
842%  asset  gain,  to  $290  million. 

II  you're  a  trader  and  think  you  ca 
time  die  market,  buy  the  hottest  nc 
load  funds.  Bui  remember:  Market 

timing  is  a  rare  skill,  l  or  most  ol  fl 
investing  lor  die  long  pull  and  ridiil 
out  the  bumps  along  the  wa\  is  ih 
best  policy,  In  picking  a  fund,  pa 
dose  heed  to  FORBES'  down  niarkc 
ratings.  And  watch  the  one  aspeel  < 
performance  in  which  the  pasi  is 
good  harbinger  of  the  future:  fufl 
expense  ratios.  Slow,  steady — am 
fi  nr.. ii    wins  i he  i a< e  ■ 
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EXCLUSIVE  FEATURES: 

1.  ANALYST  REVIEWS 

Our  written  evaluations  don't 
pull  punches.  We  study  the 
numbers,  interview  the  manager, 
and  then  tell  you  the  reasons 
behind  a  fund's  performance. 

2.  STAR  RATINGS 

For  many  Investors, 
Mornmgstar's  proprietary 
rating  system  has  become 
a  trusted  indicator  of  how 
well  a  fund  has  balanced 
risk  and  return:  Only  the  top 
10%  of  funds  earn  five  stars. 

3.  STYLE  BOXES 

Two  funds  that  have  the  same 
investment  obiective  may  have 
dramatically  different  strategies. 
Our  style  boxes  cut  through 
promotional  hype  to  reveal  a 
fund's  true  investment  style 


Morningstar  Mutual  Funds  is  the  one 
source  that  combines  comprehensive 
data  with  unbiased  analysis. 

Every  day,  more  than  40,000  investors  rely 
on  us  to  help  them  make  better  mutual-fund 
investment  decisions. 

Complete  Coverage  of  1,240  Funds 

Morningstar  Mutual  Funds  covers  diverse 
funds — load  and  no-load,  equity  and  fixed- 
income — so  you  can  track,  analyze,  and  compare 
a  wide  range  of  investment  options. 

Full-Page  Reports,  Including  450 
Key  Statistics,  for  Every  Fund 

Our  one-fund-per-page  format  gives  you  instant 
access  to  vital  information.  Every  page  offers 
rankings,  risk  levels,  historical  returns,  portfolio 
holdings,  an  analyst  evaluation,  and  much  more. 


All  The  Resources  You  Need  to 
Make  Sense  of  the  Market 

When  you  order,  you'll  receive  a  hardcover 
binder  filled  with  the  10  most  recent  issues — 
more  than  1 ,300  pages.  In  addition,  we  provide 
you  with  toll-free  access  to  our  Product  Support 
staff  for  person-to-person  assistance. 

Every  Two  Weeks  You'll  Receive: 

•  An  insightful  commentary  that  evaluates 
trends  and  new  developments  in  the  market. 

•  A  32-page  report  that  summarizes  the  current 
performance  of  all  funds  covered  and  lists  the 
top  performers  in  each  investment  category. 

•  A  new  issue  with  more  than  120  updated, 
full-page  fund  reports. 


Morningstar  is  fully  independent  To  ensure  that  our  evaluations  are  unbiased,  we  don't  sell  funds,  manage  money,  accept  advertising, 
or  provide  consulting  services  for  fund  companies  For  more  information  call  us  at  800-876-5005 


Risk-Free  Offer:  3  Months  for  $55 

If  you  haven't  subscribed  to  Morningstar 
Mutual  Funds  in  the  past  2  years,  you  can  try 
it  for  3  months  for  only  $55.  We're  offering 
this  special  trial  price  to  let  you  see  for  yourself 
how  Morningstar  can  help  you  make  informed 
mutual-fund  decisions.  If  you're  not  completely 
satisfied,  simply  return  the  materials  within  30 
days  for  a  prompt  refund.  It's  risk  free1 

To  order  call: 

800-876-5005  •  AFB-MB-3H 

Or  send  a  check  along  with  this  ad  to  Morningstar. 
53  W  Jackson  Blvd  ,  Chicago  IL  60604 
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Want  to  buy  a  load  fund  but  don't  want  to  pay  a  load? 
Here  are  some  tips  for  minimizing  the  burden. 

Lightening  loads 


By  Randall  Lane 

It  MKiHT  SEEM  that  once  you  pay  a 
sales  load  on  a  fund,  that  money  is 
gone  forever.  But  it's  not.  The  load 
you  paid  lives  on,  enabling  you  to 
switch  into  another  load  fund  without 
paying  a  second  sales  charge — if  you 
play  your  cards  right. 

At  most  mutual  fund  families,  the 
first  load  you  paid  is  credited  against 
any  switches  you  make  later.  But  at 
giant  Fidelity,  the  first  sales  load  you 
pay  can  have  a  very  short  life  unless 
you're  careful. 

Why  do  you  have  to  be  so 
careful  with  Fidelity  loads? 
Most  fund  outfits  run  ei- 
ther load  funds  or  no-load 
funds,  but  Fidelity  runs 
both  kinds.  About  94  Fi- 
delity funds,  accounting  for 
about  two  thirds  of  the 
company's  retail  business, 
are  no-load.  But  one  Fideli- 
ty fund,  Equity-Income, 
with  $6  billion  in  assets, 
charges  a  2%  load.  And  51 
others  levy  a  3%  load. 

That  creates  a  load  of 
confusion.  "Only  a  very 
small  percentage  of  Fidelity 
investors  understand  how 
this  works,"  says  Eric  Ko- 
bren,  who  runs  the  Fidelity 
Insight  newsletter  and  used 
to  be  a  marketing  director 
at  the  fund  giant.  "Quite 
frankly,  it's  not  something  a 
lot  of  employees  at  Fidelity  under- 
stand, either." 

If  you  switch  from  3%  Magellan 
into  3%  New  Millennium,  you  won't 
pay  a  second  load,  even  if  Magellan 
has  done  so  well  that  your  investment 
has  doubled  in  the  meantime.  And  if 
you  switch  out  of  3%  Contrafund  into 
no-load  Balanced,  and  then  into  3% 
Stock  Selector,  you  still  don't  owe 
anything;  Fidelity  remembers  the  3% 
you  originally  paid  on  Contrafund. 
Not  surprisingly,  though,  if  you  ex- 


change your  money  from  2%  Equity- 
Income  into  3%  Capital  Appreciation, 
you  have  to  pay  Fidelity  the  1  %  differ- 
ence on  the  load. 

But  you  have  to  pay  close  attention 
whenever  you  switch  your  money  in- 
side Fidelity.  The  firm  does  nothing 
to  reduce  investors'  confusion  over  its 
loads.  Fidelity  doesn't  print  loads  on 
its  periodic  account  statements,  and  it 
no  longer  allows  investors  who  have  a 
mix  of  load  and  no-load  money  to 


specify  which  bundle  they  want  used 
to  buy  a  fund.  Instead,  the  switch  is 
automatically  transacted  with  the 
highest-load  money. 

Pity  one  of  Kobren's  readers,  who 
sheepishlv  requested  anonvmity.  He 
had  $100,000  in  a  Fidelity  money 
market  fund.  Half  of  that  stash  had 
originally  come  from  a  no-load;  the 
other  half  came  from  Overseas  fund, 
which  charges  a  3%  load.  Without 
thinking,  the  investor  switched 
$50,000  from  the  money  market  into 


a  no-load  bond  fund,  then  moved  the 
other  $50,000  into  Magellan  the  fol- 
lowing day. 

Whammo!  Since  Fidelity  autom  ui 
cally  moves  the  highest- load  money 
first,  the  3%  money  went  to  buy  the 
no-load  bond  fund.  Then,  the  nexi 
day,  Fidelity  charged  the  investor  3% 
to  purchase  the  Magellan  shares.  The 
investor  still  has  a  credit  of  $1,50C 
attached  to  his  bond  fund  holding 
but  he  might  never  get  a  chance  to  use 
it.  Had  he  simply  reversed  the  order  in 
which  he  transferred  his  money,  there 
would  be  no  credit,  but  he'd  have  an 
additional  $1,500  working  for  him  al 
Magellan. 

Here  are  some  rules  of  thumb  tc 
remember  for  minimizing  said 
charges  in  the  Fidelity  family: 

■  Carefully  track  the  load  status  of  all 
your  Fidelity  money.  When  switching 
from  one  fund  to  another,  remembei 

the  original  load  you  paid. 

■  Don't  switch  from  a  load 
fund  to  a  no-load  fund  il 
you  are  planning  to  add 
new  monev  to  your  Fidelity 
account  sometime  soon 
Instead,  use  the  new  money 
to  buy  the  no-load. 

■  Try  to  avoid  taking  load 
money  out  of  the  Fidelity 
family  unless  you're  sure 
you  won't  want  to  put  il 
back  in  again.  Remember, 
money  that  comes  from 
outside  Fidelity  will  always 
pay  the  full  load.  Instead, 
park  your  load-fund  pro 
ceeds  in  a  Fidelity  money 
market  fund. 

■  If  you  sell  funds  that  have 
different  loads,  segregate 
the  proceeds  in  separate 
monev  market  funds  at  Fi- 
delity, so  you  can  get  the 
maximum  load  mileage  out 

of  each  pool  of  money. 

■  Always  reinvest  the  income  and  cap- 
ital gain  distributions  on  a  load  fund. 
Your  reinvestments  will  be  treated  as 
though  you  had  paid  a  load  on 
them — thus  effectively  increasing  the 
amount  of  money  that  you  can 
count  against  a  future  load  when 
switching  funds. 

These  same  rules  apply,  in  varying 
degrees,  to  other  fund  families.  They 
are  helpful  at  Dreyfus,  where  most 
funds  are  no-load  but  some  carry  3% 


100 
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4.5%  loads. 

At  some  load-fund  families,  such  as 
mam,  mfs  or  Kemper,  loads  on 
nd  funds  are  about  one  percentage 
int  lower  than  on  stock  funds.  So 
to  avoid  switching  from  a  stock 
id  to  a  bond  fund;  use  cash  from 
:  outside.  But  if  you're  buying  a 
ick  fund,  it's  cheaper  to  switch  into 
rom  a  bond  fund  in  the  same  family 
in  to  use  outside  money. 
Many  load  fund  sponsors  let  inves- 
s  switch  from  other  companies' 
:ntically  loaded  funds  without  pay- 
;  a  new  load.  However,  some — 
hiding  Federated  Investors  of 
tsburgh — will  assess  the  load  retro- 
ively  if  you  sell  the  new  fund  in  less 
in  one  year.  So,  if  you're  a  short  - 
m  trader,  you  may  have  to  fork  over 
:  load  on  the  way  out. 
ifou  can  also  lower  loads  by  meet- 
;  "breakpoints,"  the  dollar  thresh- 
Is  at  which  funds  begin  cutting 
:ir  sales  charges.  At  the  American 
nds  run  by  Capital  Research  & 
inagement  of  Los  Angeles,  loads 
rt  falling  at  $2 5 ,000  for  bond  hinds 
i  $50,000  for  stock  hinds.  At  $1 
[lion  and  up,  the  entire  American 
nds  group,  including  Investment 
>.  of  America  and  Washington  Mu- 
ll Investors,  become  no-load.  For 
11-heeled  investors  avoiding  the 
is  charge,  these  hinds  are  terrific 
ys,  combining  low  annual  expenses 
i  market-beating  returns. 
Most  fund  families  allow  rights  of 
simulation,  so  you  can  pass  a 
:akpoint  by  combining  your  latest 
rchase  with  your  existing  balances 
the  fund  family.  You  can  also  use  a 
nbinding  letter  of  intent,  stating 
it  over  the  next  13  months  you 
add  like  to  buy  enough  shares  to 
»s  a  breakpoint.  (If  you  don't  make 
:  intended  minimum,  the  fund  ret- 
ictively  refigures  your  load.)  And 
iny  fund  companies  allow  you  to 
ol  your  own  purchases  with  those 
your  spouse  and  children,  calculat- 
;  the  load  on  the  combined 
lount. 

[n  short,  if  you  are  creative  enough 
rich  enough,  you  can  often  get  a 
:d  fund  at  a  greatly  reduced  load  or 
load  at  all.  By  minimizing  or  com- 
:tely  avoiding  loads,  you  can  open 
a  world  of  excellent  mutual  funds 
it  you  otherwise  would  have  ruled 
t  as  uneconomic.  *® 
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Tucked  in  the  heart  of  the  financial  district.  Refreshment 

for  the  mind. 

Meetings  over  afternoon  tea. 

A  place  to  sharpen 
your  senses. 

A  staff  that  knows  you  by  name. 

The  tranquility 

Call  1-800-233-1234  or  your  travel  planner.  of  the  perfect  setting. 


1 

PARK 

fe  i-L^a^t 

SAN  FRANCISCO 

Small.  Select.  Inspired. 


CHICAGO  •  NEW  YORK 
I    BUENOS  AIRES  •  CANBERRA  • 

•  SAN  FRANCISCO  •  WASHINGTON,  D.C. 
LONDON  •  MADRID  •  SYDNEY  •  TOKYO  (1994)  j 

Hyatt  Hotels  and  Resorts  are  managed  or  operated  by  two  se 

parate  groups  ot  companies-Hyalt  Corp  and  Hvaii  International  Corp.  ©  1993  Hyaii  Corp. 

Don't  buy  life  insurance 
until  you  call 
1-800-552-3553. 

You'll  find  out  about  a  new  kind  of  insurance: 

•  NO  Sales  Loads 

•  NO  Surrender  Charges 

•  High  Immediate  Cash  Value 
•Tax-deferred  Interest 

•  Full  Cost  Disclosure 

•  Expert  Direct-to-Consumer  Service 
Barron's,  Forbes,  U.S.  News,  Newsweek--  and  the  National 
Insurance  Consumer  Organization  --  say  it's  important  to  know 
about  Low-Load  Universal  Life  from  Ameritas  Life,  a  106-year-old, 
top-rated  mutual  company. 

Call  today  for  your  free  personal  proposal. 

1-800-552-3553 

VERI1AS 

A  direct-to-consumer  service 
of  Ameritas  Life  Insurance  Corp.  F30830 


Not  sold  in 
NY,  DC 


Are  mutual  fund  advisory  letters  useful? 
Some  are,  but  they  can't  entirely  relieve  you 
of  the  burden  of  decision  making. 

Pick  your  risk 


By  Mark  Hulbert 

Call  it  painting  the  lily  if  you 
want,  but  a  lot  of  investors  hire  ex- 
perts to  run  their  portfolios  and  then 
hire  another  bunch  of  experts  to  pick 
the  portfolio  experts. 

I'm  talking  about  the  rapidly  ex- 
panding population  of  investors  who 
subscribe  to  fund  advisor)'  letters. 
They'll  pay  $39  to  $360  a  year  for  a  tip 
sheet  on  what  funds  to  buy. 

Are  these  letters  worth  having? 
Sometimes,  yes.  If  you  have 
$500,000  invested  in  funds  with  typi- 
cal expense  ratios,  you  are  probably 
paying  something  like  $5,000  a  year 
for  portfolio  management.  The  addi- 
tional investment  of  money  and  time 
in  the  letter  makes  sense  if  the  letter 
adds  any  value. 

A  sizable  minority  of  the  fund  let- 
ters seem  to  do  just  that.  Of  the  25 
stock  mutual  fund  letters  tracked  in 
the  Hulbert  Financial  Digest  over  the 
past  six  years,  9  have  beaten  the  1 0.2% 
compound  annual  return  of  the  Wil- 
shire  5000  index.  I  chose  a  six-year 
period  for  comparison  in  order  to 
include  the  1987  crash.  A  similar  por- 
tion of  the  letters  beat  the  market's 
total  return  over  the  past  three  years  as 
well  (see  table,  opposite). 

But  beating  the  market  is  not  the 
sole  goal  of  mutual  hind  letters.  For 
many,  an  equally  important  goal  is  to 
reduce  the  risk  of  buying  and  holding 
stocks.  They  do  this  by  occasionally 
advising  you  to  switch  to  money  mar- 
ket funds  or  by  maintaining  a  certain 
minimum  portion  in  money  funds. 
Indeed,  the  average  letter's  model 
portfolio  over  the  last  six  years  was 
48%  in  cash.  This  is  on  top  of  the 
modest  cash  holdings  of  the  average 
equity  mutual  fund,  about  10%. 

Judging  the  success  of  low- risk 
strategies  thus  becomes  a  bit  more 
involved  than  simply  comparing  total 
returns  with  the  market's  total  return. 


A  low-risk  strategy  can  still  add  value 
even  if  it  doesn't  beat  the  market  in 
raw  performance.  The  game  is  to 
reduce  risk  by  more  than  return  is 
diminished. 

To  measure  this  relationship  be- 
tween risk  and  return  in  a  systematic 
way,  I  use  a  ratio  invented  bv  econo- 
mist William  Sharpe  of  Stanford.  To 
calculate  a  Sharpe  ratio  you  start  by 
finding  how  much  an  investment 
strategy  has  beaten  a  riskless  strategy 
of  holding  Treasury  bills.  Then  you 
divide  this  excess  return  by  a  measure 
of  volatility,  the  standard  deviation  of 
the  returns  each  month  (or  some 
other  frequency). 

Consider  Volume  Reversal  Survey, 
edited  by  Mark  Leibovit.  A  portfolio 
constructed  out  of  his  advice  for  index 
fund  investors  fell  slightly  short  of  the 
market  in  annualized  return  over  the 
last  six  years.  But  that's  not  the  whole 
storv.  His  portfolio  also  incurred 
about  half  as  much  risk  in  the  process. 
If  you  can  cut  your  risk  in  half  while 
shaving  onlv  a  little  off  return,  you  are 
doing  well.  In  the  table,  this  result 
shows  up  as  a  high  relative  Sharpe 
ratio,  on  a  scale  that  assigns  1.0  to 
market-tying  performance. 

Leibovit  is  not  alone.  Of  the  25 
mutual  fund  letters  I  have  followed 
for  the  last  six  years,  10  beat  the 
market  on  a  risk-adjusted  basis. 

Should  you  send  Leibovit  a  check 
for  $360  now?  Here  are  a  few  cautions 
before  you  sign  up  for  a  letter.  First:  In 
the  letter  business,  as  in  almost  any 
aspect  of  money  management,  there 
is  only  a  weak  correlation  between 
past  and  future  performance.  It  is 
quite  plausible  that  if  you  set  25  mon- 
keys to  timing  the  market  and  picking 
funds,  10  would  beat  the  market  over 
a  6-year  period.  Leibovit  may  yet 
prove  himself  to  be  more  than  a  fluke, 
but  it  will  probably  take  another  10  or 


20  years  of  equally  good  results  befon 
skeptical  statisticians  arc  convinced. 

Of  course,  what  is  true  of  I'uik 
letters  is  equally  true  of  funds.  Then 
are  precious  few  fund  managers — oi 
the  order  of  John  Templeton — wh< 
have  done  so  w  ell  for  so  long  that  thei 
results  cannot  be  explained  as  chance 
Significantly,  the  Forbes  honor  rol 
this  year  for  the  first  time  includes 
fund  designed  merely  to  track  tb 
market  (see  p.  94). 

And  that  brings  me  to  the  second 
caution:  If  you  cannot  select  a  fun! 
letter  with  a  high  degree  of  confil 
dence  that  the  author  is  better  than 
random  guesser,  then  you  can  at  leas 
pay  attention  to  risk  levels. 

How  much  risk  should  you  accept 
Alas,  there's  no  single  answer.  Even 
person  is  different.  Some  can  afford  t< 
take  chances,  some  can't.  Some  an 
temperamentally  suited  to  take  hits 
while  others  freeze  or  panic  whet 
things  go  against  them.  So,  befon 
picking  a  fund  advisory  letter,  think 
bit  about  your  personal  risk  profile. 

Even  among  the  select  group  o 
letters  that  earned  relative  Sharpe  ra 
tios  above  2.0  (and  hence  did  at  leas 
twice  as  well  as  the  market  in  exploit 
ing  risk)  there  are  letters  with  wide] 
varying  risk.  At  the  risky  end  of  tb 
spectrum  is  Stocbmarhct  Cycles;  at  tin 
conservative  end  are  the  InvesTea 
Mutual  Fund  Advisor,  Investors  Intel 
licence  and  Systems  and  Forecasts. 

Final  caution:  You  must  be  pre 
pared  to  follow  an  adviser  for  se\  era 
years.  It  is  unrealistic  to  expect  tha 
anyone  will  perform  well  in  every  kin( 
of  market.  Consider  the  Mutual  Fum 
Strategist,  edited  by  Charles  Hoope 
(see  p.  104).  If  these  rankings  had  bcei 
prepared  two  years  ago,  Hooper' 
letter  would  have  landed  at  the  top  fo 
six-year  risk-adjusted  performance.  Ir 
recent  years,  however,  his  letter  ha 
lagged  the  market.  He  does  well  ir 
markets  that  make  sustained  move 
up  or  down.  If  we  get  another  year  o 
two  of  choppy  or  sideways  markets 
Hooper  will  probably  disappoint  you 
But  if  we  get  into  a  severe  bear  marke 
follow  ed  by  a  prolonged  rally,  he  ma} 
get  you  out  long  before  the  bottom  i: 
reached  and  back  in  not  long  after 
ward — that,  at  any  rate,  w  as  his  grea 
accomplishment  in  1987. 

Fund  advisory  letters  can  be  help 
fill.  But  they  aren't  magic.  ■ 
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inaging  your  money  managers 


letter 

Annualized  return 

Relative 

Relative 

Editor 

Telephone 

Annual 

three 

six 

risk 

Sharpe 

subscription 

years 

years 

rdtios 

cost 

(market  Cycles 

25.9% 

17.1% 

1.00 

2.96 

Peter  Eliades 

707-579-8444 

$198 

ity  Monitor 

28.8 

15.5 

1.15 

1.61 

Jack  Bowers 

800-397-3094 

96 

tors  Intelligence 

12.2 

14.6 

0.69 

2.72 

Michael  Burke 

914-632-0422 

175 

ssional  Timing  Service 

18.3 

12.4 

0.65 

1.70 

Curtis  Hesler 

406-543-4131 

185 

line 

18  n 

10. u 

I  C.J 

1.20 

1.28 

David  Menashe 

818-346-5637 

127 

ms  and  Forecasts1 

6.7 

11.2 

0.67 

2  08 

fipralH  flnnpl 
ucidiu  nupci 

SIR  89Q  f,AAA 

99R 

Ltd 

etarian  Letter 

9.7 

11.1 

1.02 

1.37 

Gerald  Theisen/Jeff  Hel leberg 

800-658-4325 

225 

Tech  Mutual  Fund  Advisor 

16.9 

10.7 

0.55 

2.05 

James  Stack 

406-862-7777 

175 

a  I  Fund  Forecaster 

13.7 

10.3 

1.19 

0.94 

N  Fosback/GK  Parker 

800-327-6720 

49 

ne  Reversal  Survey 

7.0 

9.9 

0.54 

1.12 

Mark  Leibovit 

602-282-1275 

360 

hone  Switch 

i?  8 

J.U 

0.96 

1.03 

R&D  Fabian 

800-950-8765 

137 

Exchange 

13.1 

9.3 

0.86 

0.98 

Paul  Mprnman 

i  qui  iiici  i  Milan 

800-493-4893 

OUU  4iJ  HOJJ 

125 

al  Fund  Strategist 

8.3 

■  9.1 

1.20 

0.85 

Charles  Hooper 

802-658-3513 

149 

d  Mutual  Fund  Selector 

10.3 

8.9 

1.05 

0.77 

Jack  Walsh 

617-235-0900 

125 

)ad  Fund  Investor 

14.7 

8.1 

0.90 

0.64 

Sheldon  Jacobs 

914-693-7420 

109 

oad  rund  X 

12.3 

7.5 

1.36 

0.55 

Burton  Berry/Janet  Brown 

415-986-7979 

119 

Jrinker's  Marketimer 

19  9 

7  9 

0.98 

0.48 

Robert  Bnnker 

908-359-8838 

185 

al  Fund  Letter 

8.0 

6.8 

0.55 

0.40 

Orald  Pprritt 

UCi  al  U  1  CI  1 1 11 

800-39fi-fi941 

7Q 

ssional  Tape  Reader 

6.4 

6.8 

0.32 

0.66 

Stan  Weinstein 

NA 

350 

's  Mutual  Fund  Navigator 

11.7 

6.5 

1.17 

0  33 

Timothy  Lutts 

508-745-5532 

86 

h  Fund  Guide 

7.0 

5.0 

0.28 

-0.25 

Walter  Rouleau 

605-341-1971 

89 

Jurock's  Advisory 

6.7 

1.8 

0.32 

—0.78 

Robert  Nurock 

800-227-8883 

247 

r  Funds1 

3  9 

—\JM 

1.01 

-0.45 

Cato  Ohrn 

619-748-0805 

117 

d's  Market  Monitor 

-1.5 

-1.6 

0.58 

-2.74 

Marpn  ParrKh 

IVIu  1        1  01 1 1  01  1 

fi17-Rfil-03fl? 

12S 

Window  into  the  Future 

-13.6 

-5.5 

1.47 

-1.40 

James  Moore 

612-537-8096 

99 

Digest 

28.8 

NA 

1.54 

NA 

James  Schmidt 

203-629-3503 

225 

Letter:  Closed-End  Fund  Report 

18.7 

NA 

1.25 

NA 

George  Scott 

800-356-3508 

200 

ist  Mutual  Fund  Timer 

16.9 

NA 

0.97 

NA 

Dan  Sullivan 

310-596-2385 

100 

:und  Review1 

Q 

u.j 

NA 

1.47 

NA 

n  T     1     i    rr  ft  H  l  i 

BTerkaly/l  Allbaugh 

510-527-5116 

95 

rding  Investor  Forecasts 

15.7 

NA 

0.70 

NA 

Sy  Harding 

904-446-0823 

JUT  ttU  uULJ 

205 

|hue's  Moneyletter 

14.6 

NA 

1.27 

NA 

in  rt           l_       in  hi      j i 

W  Donoghue/A  Needle 

508-881-2800 

127 

ty  Insight 

13.7 

NA 

0.54 

NA 

Eric  Kobren 

617-235-4432 

99 

nal  Finance 

11.5 

NA 

0.87 

NA 

Stephen  Leeb 

703-548-2400 

39 

>ad  Fund  Analyst 

9.4 

NA 

0.82 

NA 

Ken  uegory/Craig  Litman 

510-254-9017 

169 

lie  Fund  Forecaster 

Q  1 

j.  I 

NA 
[In 

0.69 

NA 

Fred  Hohn 

508-470-3511 

145 

)ad  Mutual  Fund  Selections  &  Timing 

8.1 

NA 

0.65 

NA 

Stephen  McKee 

800-800-6563 

180 

rack  Funds 

6.9 

NA 

lAi 

MA 

NA 

Eli  Pereira 

NA 

i  m 

10/ 

street  Digest  Mutual  Fund  Advisor 

5.4 

NA 

0.91 

NA 

Donald  &  Patricia  Rowe 

813-954-5500 

150 

'imes 

5.3 

NA 

0.46 

NA 

Howard  Rutf 

801-489-8681 

149 

h  Fund  Timing 

4.8 

NA 

0.52 

NA 

David  Davis 

716-385-3122 

119 

al  Fund  Investing 

4.1 

NA 

0.74 

NA 

Jay  Schabacker 

800-777-5005 

177 

eport 

2.7 

NA 

0.49 

NA 

Richard  Ney 

818-441-2222 

295 

ire  5000  total  return  index 

12.3 

10.2 

1.00 

1.00 

a  letter  is  silent  or  vague  about  the  construction  of  a  portfolio,  the  system  constructs  one  that  is  fully  invested  and  divided  equally  among  the  letter's  highest- 
d  funds.  Loads  and  redemption  fees  are  debited,  but  not  taxes.  A  letter  with  multiple  portfolios  is  rated  by  their  average  return.  Only  portfolios  invested 
minantly  in  U.S.  stock  funds  are  included;  those  focusing  specifically  on  gold,  bond,  balanced,  international  and  asset  allocation  funds  are  not  counted.  All 
hrough  June  30.    'Model  fund  portfolios  also  include  nonfund  securities.    NA:  Not  available. 
Hulbert  Financial  Digest. 


42  investment  letters,  which  give  advice  on  funds  to  buy  and  sell,  have  been  tracked  by  the  Hulbert  Financial  Digesti or  at  least 
years.  Don't  look  just  at  annualized  returns;  look  at  risk  levels  and  relative  Sharpe  ratios.  A  Sharpe  ratio  measures  how 
ive  a  portfolio  is  in  delivering  return  for  risk.  Each  pundit's  Sharpe  ratio  is  then  compared  with  that  of  the  Wilshire  5000  total 
index.  A  score  of  1.0  means  a  portfolio  is  only  as  good  as  the  market  in  delivering  reward  for  risk.  A  score  between  0  and  1.0 
» the  portfolio  beat  T  bills  but  didn't  achieve  the  market's  reward-to-risk  performance.  A  score  below  0  means  the  portfolio 
id — you  would  have  earned  more  in  a  money  market  fund.  Sharpe  ratios  are  measured  over  six  years,  risk  levels  over  three. 
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Resume:  Air  Force  master  sergeant,  postal  clerk. 
Career  goal:  multimillionaire  publisher.  Here's  how 
Charles  Hooper  did  it  with  a  fund  newsletter. 

Ignorance 
was  bliss 


By  Suzanne  Oliver 

CHARI  i  s  I  loon  K  typed  the  first  issue 
of  Ins  newsletter,  the  Mutual  iiiuil 
Strategist,  in  19X2  on  a  Royal  electric 
typewriter  as  he  sat  at  the  dining  room 
table  of  Ins  South  Burlington,  Vt. 
home.  The  newsletter,  he  hoped, 
would  release  him  from  the  post  of 
ficc,  where  he  worked  sorting  mail. 

Hooper  had  gone  to  work  at  the 
post  office  out  of  desperation.  I  Ie  was 
40.  Upon  returning  from  Germany  to 
Vermont  in  19X0  alter  23  years  in 
communications  in  the  U.S.  Air 
Force,  rising  to  chief  master  sergeanl , 


he  had  sent  out  250  job  hunting  let- 
ters w  ithout  landing  one  interview. 

Hooper  had  developed  a  naive  tim- 
ing model  he  had  been  playing  with 
lor  many  years,  investing  $25  chunks 
of  his  Air  Force  paychecks.  Hooper's 
indicator  was  the  average  price  of 
three  volatile  funds:  44  Wall  Street, 
Twentieth  Century  Ultra  and 
Hartwell  Leverage.  When  his  index 
gained  10%  from  its  low.  Hooper 
bought  the  three  funds.  When  it  fell 
10%  from  its  high,  he  sold  the  three 
funds.  "It  was  very  simple  and  very 


wonderful,"  reminisces  Hooper. 

His  magic  formula  grew  out  of  his 
love  affair  w  ith  a  since  discredited  but 
once  popular  book,  Nicolas  Darvas' 
How  I  Made  $2  Million  in  the  Stock 
Market,  first  published  in  1960. 
Darvas  claimed  to  buy  and  sell  stocks 
according  to  their  "relative 
strength,11  measured  by  how  much 
faster  they  have  appreciated  than  the 
market  as  a  whole  over  some  period, 
such  as  a  month  or  a  year.  The  system 
was  a  variation  on  that  hoary  technical 
indicator,  the  Dow  Theory,  intro- 
duced by  Charles  How  in  the  1920s. 
Boiled  down,  the  Dow  Theory  de- 
clares that  trends  persist  for  a  long 
while.  So  you  get  on  board  after  a 
trend  is  under  way  and  get  out  after  it 
has  clearly  ended.  You  won't  buy  \\ 
absolute  bottoms  or  sell  at  absolute 
tops,  but  if  there  are  big  trends,  you 
will  catch  most  of  them.  Darvas  was  a 
charlatan,  but  momentum  investing 
does  work — sometimes. 

Hooper  played  the  market,  using 
funds  as  his  vehicle.  He  had  no  idea 
about  the  portfolios,  expense  ratios  or 
managers  of  the  mutual  funds  hd 
owned.  His  three  funds  were  chosen 
merely  because  they  were  the  OOM 


Behind, 
the 
successful 
investor... 


To  achieve  your  financial  goals,  you  need  invest- 
ments that  work.  And  no  one  works  for  your  success 
like  Twentieth  Century  Mutual  Funds.  Our  analysts 
and  portfolio  managers  continually  monitor  more  than 
10,000  stocks  around  the  world,  as  well  as  a  wide 


variety  of  government,  agency  and  investment-grade 
corporate  bonds.  Only  those  that  meet  our  time-teste 
criteria  are  included  in  our  mutual  fund  portfolios. 

Over  the  past  35  years,  our  disciplined  fund 
management  has  paid  off  for  our  investors.  We'd  like 


it  gained  the  most  in  the  latest  10% 
e  from  a  market  bottom. 
It  worked  pretty  well.  So,  exasper- 
:d  with  mail  slots,  Hooper  sent  his 
vvsletter  to  newspapers  and  maga 
les,  hoping  in  vain  for  a  plug.  He 
o  ran  a  classified  ad  in  Changing 
meszxvd  got  three  subseribers. 
And  then,  a  stroke  ofluck.  In  1985 
ilbert    Financial    Digest  began 
eking  Hooper's  performance.  Ma- 
il Fund  Strategist  ranked  first  out 
the  eight  mutual  fund  newsletters 
ilbert  tracked  that  year.  After  the 
ikings  were  published,  subscrip- 
ns  began  pouring  in.  In  March 
86  Hooper  quit  the  post  office. 
Today  Hooper  manages  $85  mil- 
n  for  devoted  readers  who  pay  him 

a  year  to  move  their  money  in  and 
t  of  stock  funds  according  to  his 
nd  model.  He  has  5,500  newsletter 
jscribers,  most  of  them  paying 
49  a  year.  Revenue:  not  quite  $2 
llion.  Costs:  salaries  for  his  daugh 

and  wife  and  two  other  employees, 
stage  stamps,  this  and  that.  (His 
i-in-law  still  works  at  the  post  of- 
:.)  Hooper  has  traded  in  his  Honda 
cord  for  a  Mercedes-Benz  and 
light  a  new  four  bedroom  house 


Newsletter  editor  Charles  Hooper 
Nice  work  if  you  can  get  it. 


with  a  view  of  Vermont's  Green 
Mountains. 

He  professes  to  be  astounded  by  his 
own  success.  "I  did  everything 
wrong,"  he  says  with  a  shake  of  his 
head.  "To  market  a  newsletter  you 
have  to  spend  six  figures  at  least.  You 
know,  ignorance  is  bliss."  But  the  fact 
was,  he  had  a  product  that  sold. 

Hooper's  indicators  have  grown 
more  complicated  over  time,  involv- 
ing advancing  versus  declining  trad- 
ing volumes  ami  the  numbers  of  new 


highs  and  new  lows.  These  new  sub- 
tleties have  not,  however,  done  any 
thing  to  improve  his  results.  Alter  a 
spectacular  success  getting  him  out  ol 
the  market  just  before  the  1987  crash 
and  back  m  soon  alter,  I  [ooper's  taroi 
cuds  ha\  e  turned  cold.  In  recent  yeai  s 
Hooper  has  not  kept  up  with  the 
market,  even  when  he  is  given  credit 
for  risk  reduction  (see  table, p.  103). 

He  hopes  to  recoup  in  what  he  sees 
as  a  coming  crash.  Currently  Hooper 
is  invested,  but  he  is  expecting  a  sell 
signal  soon.  "Market  breadth  is  at  a 
record  high,  but  the  market  isoverval 
ued  historically,"  he  says.  "1  think 
1994  is  going  to  be  a  bad,  bad  yeai ," 
His  favorite  funds:  American  Heri 
tage,  Founders  Growth  and  Twenti- 
eth Century  Ultra. 

If  he  catches  the  turn,  and  if  the 
decline  is  severe,  Hooper  may  well 
shine  again.  If  the  market  moves  in 
very  broad  swings  over  the  next  de- 
cade, a  trend  following  system  like  his 
will  do  very  well.  On  the  other  hand,  if 
the  market  oscillates — say,  between 
3300  and  3600  you  will  get  whip 
sawed  following  Hooper.  You  would 
be  buying  at  3600  and  selling  at  3300 
until  you  had  no  money  left.  sbb 


...there's 
a  mutual 


fund 


that 


works. 


rk  for  you.  For  more  complete  information 
:  our  family  of  no-load  mutual  funds,  including 
:es  and  expenses,  call  for  your  free  information 
d  prospectus.  Please  read  the  prospectus 
jlly  before  investing. 


Call  today,  loll-free: 
1-800-345-2021 

Ask  for  extension  534 1 


©  1993  Twentioiti  Century  SirVlCMi  Irrc 
FBS/5341/PKT/WPKT 


MUTUAL  FUNDS 


Investments  I  hat  Work 


Fidelity's  Charitable  Gift  Fund  aims  to  make  money 
not  for  you  but  for  your  favorite  charities. 

Doing  well 
by  doing  good 


By  Laura  Saunders 

Latest  flavor  of  the  month  from 
Fidelity  Investments,  purveyors  of 
more  than  200  different  funds:  the 
Charitable  Gift  Fund.  This  fund's  sole 
purpose  is  to  serve  as  a  holding  tank 
for  charitable  donations.  People  who 
have  decided  to  give  away  a  certain 
sum  of  money  but  haven't  decided 
who's  going  to  get  it  can  deposit  the 
money  in  the  Gift  Fund. 

This  is  no  eleemosynary  opera- 
tion on  Fidelity's  part,  however; 
it  collects  a  stiff  annual  fee,  as 
high  as  2%,  for  running  the  fund. 

Interestingly,  the  idea  for  this 
fund  came  from  Edward  (Ned) 
Johnson,  boss  and  largest  share- 
holder of  the  Fidelity  mutual 
fund  supermarket.  A  billionaire 
himself,  Johnson  has  had  occa- 
sion to  think  about  how  to  make 
philanthropy  easier;  he  oversees 
the  Edward  C.  Johnson  and  Fi- 
delity foundations,  with  total  as- 
sets of  more  than  $80  million. 

Unlike  other  Fidelity  products, 
however,  the  Charitable  Gift 
Fund  aims  to  make  money  not  for 
you  but  for  your  charitable  bene- 
ficiaries. Since  the  fund's  opening 
a  year  ago,  assets  have  grown  to 
about  $35  million.  Fidelity  expects 
them  to  double  by  year-end. 

The  minimum  initial  contribution 
is  $10,000  in  cash  or  securities.  Any 
subsequent  contributions  must  be  at 
least  $2,500.  When  you  make  a  dona- 
tion, you  get  an  immediate  charitable 
tax  deduction  for  that  amount.  The 
money  then  goes  into  your  account, 
where  it  is  invested  in  one  of  three 
special  funds  composed  of  other  Fi- 
delity funds.  The  three  choices  are 
growth,  equity-income  and  short- 
term  fixed  income. 


Once  inside  the  Charitable  Gift 
Fund,  your  money  compounds  tax 
free  until  you  tell  Fidelity  to  make  a 
gift.  It  then  sends  the  amount  you 
specify  (minimum,  $250)  to  any  or- 
ganization as  long  as  it  is  an  un- 
sanctioned charity.  It  also  identifies 
you  as  the  donor  (or  not,  if  you  wish). 

There  are  advantages  here.  One  is 
that  donors  can  give  appreciated  secu- 


rities to  the  Charitable  Gift  Fund, 
claiming  a  deduction  for  the  market 
value  and  avoiding  capital  gain  tax  on 
the  appreciation.  This  can  work  even 
if  the  donor  can't  sell  the  same  shares 
into  the  open  market,  say,  because  he 
is  an  "insider"  involved  in  an  initial 
public  offering.  What's  more,  the  tax 
law  that  just  cleared  Congress  extends 
this  nifty  break  to  taxpayers  subject  to 
the  alternative  minimum  tax. 

The  Gift  Fund  also  offers  many  of 
the  benefits  of  a  private  foundation — 
such  as  tax-free  compounding — with- 


out the  enormous  administrative  has 
sles  that  have  tended  to  limit  them  tc 
the  very  rich.  And  because  it  is  listed  a; 
a  public  charity  in  irs  Publication  78 
limits  on  all  sorts  of  deductions  an 
more  generous  than  they  would  be  foi 
private  foundations.  Taxpayers,  foi 
example,  can  deduct  cash  contribu 
tions  of  up  to  50%  of  adjusted  gros; 
income,  versus  30%  for  donations  to  ; 
private  foundation. 

The  Fidelity  product  is  also  a  frest 
alternative  to  a  so-called  donor- ad 
vised  fund  at  a  community  founda 
tion.  Also  called  community  trusts 
these  entities  exist  in  many  largei 
cities.  Like  the  Charitable  Gift  Fund 
these  trusts  are  passthrough  vehicle; 
for  philanthropists.  But  they  are  usu 
ally  far  more  restrictive:  Several  warn 
gifts  to  be  made  locally,  and  mam 
require  some  or  all  of  the  principal  tc 
go  into  an  unrestricted  fund  at  some 
point,  typically  when  the  donor  and/ 
or  his  spouse  die.  Fidelitv  has  none  o: 
these  restrictions. 

But  before  you  jump  in,  con- 
I  ?  sider  the  big  drawback:  the  1  AnA 
g  to  2%  annual  expense  ratio.  Thii 
is  a  lot  to  pay  if  the  money  is  going 
to  sit  in  the  fund  for  any  length  ol 
time  and  you  know  where  yoi 
want  your  money  ultimately  tc 
go.  After  all,  most  donees  arc 
happy  to  pay  for  legal  work  sur 
rounding  a  donation. 

Some  charities  even  allow 
some  of  the  money  to  go  else- 
where, managing  the  whole  poi 
gratis  in  the  meantime.  Harvard 
University  Director  of  Gift  Plan- 
ning Charles  Collier  remembers  a 
trust  he  devised:  The  donor  con- 
tributed $500,000,  which  Har- 
vard managed  free  of  charge.  Al 
the  end  of  a  20-year  term,  it  kept 
half  the  assets  and  distributed  the 
rest  to  12  other  charities. 

So  who  can  benefit  from  using  the 
Charitable  Gift  Fund?  The  well- 
heeled  individual  who  needs  a  tax 
deduction  this  year  but  wants  to  take 
more  time  to  decide  who  gets  the 
cash.  Say  you're  thinking  of  selling  a 
privately  held  firm  and  want  a  chunk 
of  appreciated  stock  to  go  to  charity, 
but  you're  too  busy  with  the  deal  tc 
fool  with  the  donation  now.  Or  it'« 
Dec.  29  and  you  need  a  deduction.  In 
such  cases  the  Charitable  Gift  Fund 
makes  a  lot  of  sense.  ■ 
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TEMPLETON  FOREIGN  FUND 


of  ALL  INTERNATIONAL 
FUNDS  for  10  years. 


Templeton  Foreign  Fund  was  ranked  the 
best-performing  of  12  international  funds  for 
the  10-year  period  ended  6/30/93.* 

The  fund  seeks  capital  growth  by  investing 
in  securities  issued  by  companies  and 
governments  outside  of  the  United  States. 


$55,784 

Total  value  of 
investment  6/30/93 


|  Value  of  shares  acquired  through 
reinvestment  of  dividends  from 
income  ($11,159). 

^]  Value  of  shares  initially  acquired 
($28,346)  plus  shares  accepted  as 
capital  gains  distributions 
($16,279). 


$10,000 

Cost  of  investment 
10/5/82 


$50,000 


$40,000 


$30,000 


$20,000 


$10,000 


6/93 


12/84 


12/83 


12/82 


Call  your  investment  advisor  or 
Templeton  today. 

1-800-342-FUND  Ext.  9272 


The  I-,  5-  and  10-year  average  annual  total  returns  were  -  2.0*  11.6* 

and  15.9*,  respectively.  Returns  for  the  period  ended  6/30/93  include  the 
maximum  5.75%  sales  charge  and  assume  reinvestment  of  dividends  and  capital 
gains  at  net  asset  value.  Investment  return  and  principal  value  will  fluctuate  so  that 
your  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 
Past  performance  cannot  guarantee  future  results.  Prior  to  July  I,  1992,  fund  shares 
were  offered  at  a  higher  sales  charge.  Thus,  actual  total  return  would  have  been 
somewhat  less  than  noted  above.  *Lipper  Analytical  Services,  Inc.  ranked  the  fund 
#76  out  of  96  funds  for  the  I -year  period  ended  6/30/93.  Lipper  rankings  do  not 
include  sales  charges  and  may  have  been  different  if  such  charges  had  been 
considered.  There  are  special  risk  considerations  associated  with  foreign  investing. 


r"Frankl  in/Templeton  Distributors,  Inc. 
P.O.  Box  33030,  St.  Petersburg.  FL  33733 

Yes!  I  would  like  a  free  prospectus  containing 
more  complete  information  on  the  Templeton 
Foreign  Fund,  including  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest  or  send  money 

□  I  am  currently  a  Templeton  shareholder. 

Name  


FOB93 
9272 


Address . 


City/State/Zip  _ 
Daytime  Phone 


Tfempleton 

M.  WORLDWIDE 

Member  $99  Billion  Franklin/Templeton  Group 


w 

D  SURVEY 
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The  mid-caps,  and  now  even  most  small  stocks, 
are  pretty  well  picked  over.  So  if  you  want  to  capture 
some  market  inefficiencies,  look  at  funds  that  buy 
itsy-bitsy,  teeny-weeny  stocks. 

Exploring 


Lilliput 


By  Eric  Hardy 

You  WONT  FIND  Trimark  Holdings, 
Inc.,  a  home  video  and  feature  film 
distributor,  among  the  holdings  of 
Fidelity  Magellan  or  Investment  Co. 
of  America.  Trimark  has  89  registered 
shareholders  and  an  equity  market 
value  of  just  $48  million.  Only  one 
securities  analyst  even  bothers  to  fol- 
low the  company,  which  employs  65 
people  in  Santa  Monica,  Calif. 

But  Trimark's  library  of  over  300 
grade-B  flicks  like  Kick  Boxer  //and 
Warlock  generated  $54  million  in  rev- 
enues last  year.  The  company  has 
been  a  favorite  of  Heartland  Value 
Fund  manager  William  Nasgovitz 
since  Trimark  bought  back  stock  in 
late  1990,  after  the  price  sank  below 
$3  a  share.  "There  was  nothing 
wrong  with  Trimark  except  a  tempo- 
rary decline  in  earnings,1'  says  Nasgo- 
vitz, "but  it  was  dismissed  as  a  penny 
stock  outfit  that  was  going  out  of 
business."  At  a  recent  IOV2,  Trimark 
has  been  a  home  run  for  Heartland 
Value  shareholders.  It  has  helped  the 
fund  return  15%  a  year  over  the  past 
five  years. 

Trimark  shows  the  rewards  of  so- 
called  microcap  stocks,  those  with 
market  values  under  $200  million.  A 
handful  of  funds  specialize  in  such 
shrimpy  stocks  (see  table). 

But  the  risks,  too,  are  substantial. 
Microcap  stocks  are  so  illiquid  that 
several  days  can  pass  without  a  single 
share  changing  hands.  So  fund  man- 
agers need  to  buy  and  sell  in  long 
trickles  over  the  course  of  weeks  or 
months,  lest  their  moves  jolt  the 
prices  of  the  underlying  stocks.  And 
that  makes  microcap  funds  the  wrong 


vehicle  for  a  raging  bull  or  bear  mar- 
ket, when  money  gets  flung  around  as 
fast  as  possible. 

In  October  1987  the  four-month- 
old  Prudent  Speculator  Leveraged 
Fund  (recent  median  market  cap,  $27 
million)  lost  31%  of  its  net  asset  value 
in  a  month.  That  shows  the  clear  and 
present  danger  in  thinly  traded  over- 


the-counter  stocks:  Bid  prices  can 
evaporate  in  a  selling  panic. 

But  some  of  the  vices  of  microcap 
stocks  can  also  be  virtues.  If  only  one 
or  two  analysts  follow  them,  the 
stocks  can  be  more  volatile — but  also 
cheaper  and  more  likely  to  rise  once 
they  get  more  "sponsorship.1'1  Peter 
Schliemann,  who  manages  the  Shad- 
ow Stock  Fund  and  the  Babson  Enter- 
prise Fund,  prefers  stocks  unearthed 
not  bv  Wall  Street  but  bv  his  own 


Hit  'em  where  they  ain't 

Fund  Assets 

Median 

5-year 

Annual 

Largest 

Telephone 

($mil) 

market  cap  annualized 

expenses 

equity 

(800) 

($mil) 

return 

per  $100 

holding 

Microfunds 

Heartland  Value 

$132 

$45 

15.0% 

$1.48 

ADT  Ltd 

432-7956 

Evergreen  Limited  Market 

87 

76 

13.0 

1.24 

Score  Board 

235-0064 

Shadow  Stock 

34 

88 

9.2 

1.26 

Allied  Group 

422-2766 

Perritt  Capital  Growth 

7 

97 

4.8 

2.30 

AEP  Industries 

338-1579 

Royce  0TC 

6 

99 

NA 

1.69 

Dress  Barn 

221-4268 

Berwyn 

43 

119 

11.6 

1.38 

ImaCom 

824-2249 

Colonial  Small  Stock  A 

25 

130 

5.0 

2.20 

Oak  Industries 

248-2828 

Inefficient-Market  Fund 

50 

131 

NA 

1.24 

Patterson  Dental 

 1 

Minifunds 

Security  Ultra 

68 

153 

6.8 

1.31 

Zila 

888-2461 

Princor  Emerging  Growth 

38 

165 

14.5 

1.56 

First  Federal  Capital 

451-5447 

Lazard  Special  Equity 

158 

175 

12.0 

1.70 

Marcus 

228-0203 

Cappiello-Rushmore  Emg 

4 

180 

NA 

NA 

Pacific  Physician  Svcs 

343-3355 

Oberweis  Emerging  Growth 

96 

180 

16.9 

1.99 

IDB  Communications 

323-6166 

T  Rowe  Price  Intl  Dis 

225 

181 

NA 

1.50 

YTL  (Malaysia) 

638-5660 

Loomis  Sayles  Small  Cap 

48 

191 

NA 

1.50 

TakeCare 

633-3330 

Fairmont 

17 

192 

4.4 

1.79 

Staff  Builders 

262-9936 

1  Closed-enci  fund,  listed  on  American  Stock  Exchange.  NA:  Not  available. 

Source:  Mormngstar,  Inc.;  Forbes. 

The  minifunds  specialize  in  companies  with  fairly  small  market  valuations, 
the  micros  in  downright  minute  companies.  All  these  funds  aim  to  find  bargains 
far  off  Wall  Street's  beaten  track.  Remember  that  liquidity  may  dry  up  in  a  market 
crash.  And,  as  always,  watch  expenses. 
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search  staff.  "The  tower  people  who 
iow  about  the  company,"  he  says, 
he  easier  it  is  to  exploit  market 
sfficiencies." 

A  good  example  is  American  Rec- 
ition  Centers.  This  tiny  company, 
lich  is  not  tracked  by  a  single  bro 
rage  firm  analyst,  runs  31  bowling 
eys,  mainly  in  California  and  Texas. 
£  also  owns  63%  of  Right  Start,  a 
iblicly  traded  mail  order  distributor 
baby  products.  That  stake,  carried 
i  ARC's  books  at  $7  million,  is  worth 
out  $20  million,  net  of  capital  gains 
<es  ($4  per  arc  share).  ARC  recently 
ided  at  7,  slightly  above  its  stated 
»ok  value. 

Schliemann  also  likes  Northland 
•anberries,  Inc.,  even  though  its 
ice  of  I6V4  puts  it  at  a  fairly  high  3 1 
nes  earnings.  Northland  recently 
t  its  ties  to  Ocean  Spray,  the  coop- 
itive  that  controls  85%  of  the  cran- 
ny market.  Now  it  sells  its  fruit 
rectly  to  processors  for  25%  more 
an  Ocean  Spray  paid  it.  And,  among 
her  new  markets,  Northland  is  sup- 
zing  cranberries — through  one  of 
processors — for  Wal-Mart's  new 
ivate-label  cranberry  juice. 
Robin  Kelly's  Evergreen  Limited 
arket  Fund — on  the  Forbes  honor 
11  this  year  (see  p.  94) — owns  189 
xks  with  an  average  market  value  of 
'6  million.  She  obviously  has  found 
vay  to  overcome  the  risk  inherent  in 
ry  stocks.  "We're  not  interested  in 
irtups  that  have  a  great  idea  but  no 
oduct,"  she  says.  "We  only  buy 
ofitable  firms  that  have  a  tangible, 
sy-to-understand  product  with 
oven  demand." 

Along  with  First  Team  Sports,  a 
aker  of  roller  skates,  and  Celebrity 
c,  which  wholesales  artificial  flow- 
5,  Kelly's  portfolio  includes  under- 
:ar  maker  Nantucket  Industries, 
c.  Demand  for  underwear  has  tradi- 
wially  been  inelastic,  but  Nantucket 
s  stretched  its  sales  by  reinventing 
e  product.  It  sells  Thermos  brand 
ermal  underwear,  women's  boxer 
orts  and  adult  undies  emblazoned 
th  Nintendo  characters.  Earnings 
e  depressed,  but  the  stock  trades  at 
st  23%  over  book  value. 
If  you  expect  a  sharp  bull  or  bear 
arket,  stay  clear  of  these  funds.  But 
ien  the  overall  market  looks  slug 
sh,  these  tiny  portfolios  should  do 


T.  Howe  Price  Tax-Free  High  Yield  Fund  invests  in  medium-to- 
lower-quality  municipal  bonds.  Our  active  management  and  propri- 
etary credit  analyses  help  maintain  high  yields  and  reduce  risk. 

Morningstar,  an  independent  publisher  of  financial  information 
and  mutual  fund  ratings,  awarded  the  Fund  a  5-star  rating  (*■*•***) 
for  risk-adjusted  performance.*  $2,500  minimum.  No  sales  charges. 


Call  24  hours  for  a  free  report 

1-800-541-6640 


Invest  With  Confidence 

T.RoweRice 


TFH019190 


'Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  6/30/93.  This 
rating  may  change  monthly.  Morningstar  ratings  are  calculated  from  the  Fund's  3-and  5-year 
average  annual  returns  with  fee  adjustments, and  a  risk  factor  that  reflects  fund  performance 
relative  to  3-month  Treasury  bill  monthly  returns.  Only  the  top  33%  of  funds  in  any  asset  class  may 
receive  4  or  5  stars.  Some  income  may  be  subject  to  state  and  local  taxes  and  the  federal 
alternative  minimum  tax.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth 
more  or  less  at  redemption  than  at  original  purchase.  Request  a  prospectus  with  more  complete 
informa-tion,  including  management  fees  and  other  charges  and  expenses.  Read  it  carefully 
before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


"It's  called  fire...  it  recycles  wood." 

The  investment  environment  has  changed!  When  you're  ready  to 
recycle  your  investments,  consider  the  returns  of  the  two  Berger  Funds. 

The  Berger  100  Fund  for  long-term  growth  and  the  Berger  101  Fund 

for  growth  and  income  have  both  achieved  impressive  records  for  over 
18  years  and  are  worth  consideration  for  your  portfolio.  For  the  invest- 
ment philosophy  behind  these  funds,  please  call  for  a  prospectus  and 
study  it  carefully  before  investing. 

The  Berger  Funds  •  (800)  333-1001 
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Through  Ups  And  Downs, 
Select  Portfolios  Help  You 
Pick  Apart  The  Market 


Savvy  investors  know  that  stocks  rarely  all  move 
in  unison  for  long.  Fidelity  Select  Portfolios®  are 

designed  to  help  you  isolate  and  choose  specific  indus- 
tries so  you  can  invest  for  maximum  impact  from  a 
narrow  focus. 

Tap  Into  Sector 
Performance 

Each  of  Fidelity's  36  sector  funds  targets  a 
specific  industry,  so  your  ability  to  predict  a  sec- 
tor upswing  can  translate  into  significant  returns. 
Once  you  invest  in  one  or  more  Select  Portfolios, 
Fidelity's  fundamental  approach  to  stock  investing 
takes  over. 

The  funds  are  aggressive  in  their  search  for 
capital  appreciation,  so  share  prices  may  vary 
significantly  with  changing  market  conditions. 

We  11  Send  You  All  You  Need 
To  Take  The  Next  Step 

^    Our  free  fact  kit  can  help  you 
$  \\make  informed  choices  about 
Vy  sector  investing.  It  includes: 
u  »A  User's  Guide  to  Fidelity 
Select  Portfolios  with  fund 
descriptions,  performance 
-    records,  and  portfolio  man- 
ager overviews  for  each  fund; 
•  An  application  and  prospectus 
with  more  complete  information  on 
the  funds'  $2,500  minimum  initial 
investment  ($500  for  IRAs),  3%  sales  charge, 
exchange  fees  and  expenses. 

So  call  today.  Your  own  judgment  can  be  your 
most  important  resource. 
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FIDELITY  SELECT  PORTFOLIO 

AVERAGE  ANNUAL  TOTAL 

nc  i  unit 

(Commencement  Date) 

1  YEAR 

5  YEARS 

LIFE 

OF  FUND 

Air  Transportation  (12/85) 

20.28 

10.77 

8.30 

American  Gold  (12/85) 

48.49 

4.76 

10.00 

Automotive  (6/86) 

25.21 

15.60 

15.28 

Biotechnology (12/85) 

-3.36 

25.26 

17.25 

Broadcast  and  Media  (6/86) 

23.34 

14.61 

15.24 

Brokerage  &  Investment  Mgmt.  (7/85) 

43.68 

17.18 

9.18 

Chemicals  (7/85) 

2  09 

9.96 

17.71 

Computers  (7/85) 

28.77 

11.37 

10.67 

Construction  and  Housing  (9/86) 

17.79 

13.48 

12.84 

Consumer  Products  (6/90) 

17.23 

NA 

16.25 

Delense  and  Aerospace (5/84) 

27  57 

6.68 

6.61 

Developing  Communications  (6/90) 

37.55 

NA 

24.13 

Electric  Utilities  (6/86) 

19.14 

15.11 

9.73 

Electronics  (7/85) 

43.85 

13.66 

5.94 

Energy (7/81) 

19.60 

9.75 

7.03 

Energy  Service  (12/85) 

31.80 

9.34 

3.18 

Environmental  Services  (6/89) 

4.75 

NA 

3.41 

Financial  Services  (12/81) 

29.00 

17.45 

18.34 

Food  and  Agriculture  (7/85) 

9.50 

18.24 

19.28 

Health  Care  (7/81) 

-10.36 

18.61 

19.59 

Home  Finance  (12/85) 

27.39 

21.14 

18.22 

Industrial  Equipment  (9/86) 

25.72 

8.44 

8.39 

Industrial  Materials  (9/86) 

5.20 

5.53 

9.68 

Insurance  (12/85) 

25.23 

17.85 

12.63 

Leisure (5/84) 

25.26 

13.24 

18.79 

Medical  Delivery  (6/86) 

-12.60 

19.22 

9.80 

Natural  Gas  (4/93) 

NA 

NA 

NA 

Paper  and  Forest  Products  (6/86) 

8.36 

5.87 

9.30 

Precious  Metals  &  Minerals  (7/81) 

39.50 

4.73 

4.67 

Regional  Banks  (6/86) 

26.78 

22.59 

15.67 

Retailing  (12/85) 

18.54 

21.32 

18.36 

Software  S  Computer  Services  (7/85) 

51.50 

20.42 

19.17 

Technology (7/81) 

40.53 

17.31 

13.83 

Telecommunications  (7/85) 

35.90 

18.72 

20.07 

Transportation  (9/86) 

35.40 

18.66 

15.09 

Utilities  (12/81) 

20.87 

16.66 

17.21 

Fidelity 


Visit  A  Fidelity  Investor  Center 
Or  Call  24  Hours 

1-800-282-3116 

Investments9 


Common  sense.  I  ncommon  results. 


* Average  annual  total  returns  for  the  periods  ending  6/30/93  are  historical  and  include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains,  and  the 
effect  of  the  funds'  3%  sales  charge.  For  funds  in  existence  for  over  ten  years,  the  ten-year  average  annual  total  returns  were:  Energy=8.43%;  Financial  Services=  1 5  83%; 
Health  Care=  14.5"",,;  Pnvx.is  Metals  and  Minerals=  1  50"..;  Technology  =  5. 59%;  l'tiliiies=  16.94%.  Share  price  and  return  will  van  and  you  may  have  a  gain  or 
loss  when  you  sell  shares.  Pi  si  performance  is  no  guarantee  of  future  results.  Please  read  the  prospectus  carefully  before  you  invest  or  send  money.  Fidelity 
Distributors  Corporation.  >r 


len  picking  funds,  should  you  look  for  those 
anaged  by  people  with  fancy  graduate  degrees? 
)t  necessarily. 

il.B.A.s 
ersus  monkeys 


Mary  Beth  Grover 

SON  Bridges  II  landed  an  M.B.A. 
n  Harvard  in  1956.  Who  knows  if 
t  impressive  addition  to  his  resume 
:>ed  get  him  where  he  is  today — 
tfolio  manager  of  his  own  fund, 
ed  Bridges  Investment.  But  it  is 
ir  that  the  training  on  the  banks 
:he  Charles  isn't  doing  much  for 
dges'  customers.  Over  the  past  15 
rs  the  fund  has  languished  an  aver- 
3.9  percentage  points  a  year  be- 
d  the  market. 

]ould  it  be  that  smart  money  man- 
ment  has  nothing  to  do  with  ad- 
ced  academic  training?  Former 
lor  roll  member  Eric  Ryback,  co- 
lager  of  the  Lindner  Fund,  gradu- 
i  with  a  B.A.  in  edu- 
on  from  Idaho 
:e,   then  dropped 

of  Eastern  Michi- 
,'s  M.B.A.  program, 
rhael  Price,  who 
s  the  excellent  Mu- 
[  Series  funds,  has 
y  an  undergraduate 
;ree  in  finance  from 
University  of  Okla- 
na  at  Norman.  Har 

Ireland  Ir.,  who 
lages  the  market- 
nping  ABT  Emerg- 
Growth  Fund, 
n't  even  graduate 
n  college. 

"o  get  the  statistical 
down  on  this  in- 
uing  situation, 
IBES  asked  Morn- 
star,  Inc.  of  Chica- 
to  list  the  graduate 
;rees  (almost  entire - 
/I.B.A.s,  but  there's 
)  a  sprinkling  of  law 


and  other  degrees)  held  by  managers 
of  U.S.  equity  funds  who  have  run 
them  for  at  least  five  years. 

Say  this  for  the  Harvard  sheepskin: 
It's  great  for  job  placement.  Its  gradu- 
ate schools  have  44  alumni  on  Morn- 
ingstar's  list;  second-place  New  York 
University  has  only  22. 

But  is  Harvard  great  for  mutual 
fund  investors?  Hardly.  When  scored 
on  the  performance  of  their  funds,  the 
Harvard-educated  managers  turned 
in  a  mediocre  average  annual  return  of 
12.32%  over  the  past  five  years.  The 
smart  money,  it  turns  out,  attends 
Wharton.  Its  grads  took  the  top  spot 
with  14.04%.  New  York  University 


finished  in  second  place  with  a  13.71% 
return,  followed  by  Stanford,  with 
13.67%. 

The  bourgeois  University  of  Wis- 
consin at  Madison,  nicely  boosted  by 
superstar  managers  Albert  Nicholas 
and  Richard  Strong,  beat  out  Harvard 
with  a  13.34%  average. 

What  did  Harvard  do  wrong? 
While  it  educated  Kenneth  Heebner 
(24.75%  a  year  at  CGM  Capital  Devel- 
opment), it  dragged  down  its  grade 
point  average  by  admitting  gold  bug 
lohn  C.  van  Eck  (Van  Eck  Interna- 
tional Investors,  6.32%)  and  growth- 
chasing  Robert  Furman  (Rainbow 
Fund,  5.35%). 

MIT  alumnus  Ralph  Wanger  (M.S., 
1958),  who  runs  the  excellent  Acorn 
Fund,  quips:  "Stocks  don't  look  at 
your  pedigree.  They'll  fall  apart  for 
anyone." 

Samuel  Stewart  has  a  Ph.D.  in  fi- 
nance from  Stanford,  taught  finance 
at  Columbia  Business  School  for 
three  years  and  now  runs  $18  million 
(assets)  Wasatch  Aggressive  Equity 
Fund,  which  has  bested  the  S&P  with  a 
return  of  15.73%  over  the  past  five 
years.  What  docs  Stewart  think  about 
an  M.B.A.  as  training  for  money  run- 
ners? He  thinks  most  business  schools 
may  actually  handicap  students  who 
go  on  to  run  portfolios  in  the  real 
world.  "Good  portfo- 
|  lio  managers  are  usual - 
|  ly  eclectic  or  iconoclas- 
tic,"    says  Stewart. 
"They're  the  opposite 
image  of  M.B.A. s  roll- 
ing off  the  production 
line  at  Harvard." 

And  here's  some- 
thing to  humble  the 
proudest  degree  hold- 
er. George  Sauter,  who 
holds  an  M.B.A.  from 
the  University  of  Chi- 
cago, runs  Vanguard's 
Index-500  fund,  which 
passively  tracks  the 
market  averages. 

This  is  a  fund,  in  oth- 
er words,  that  in  theory 
could  be  run  by  a  troop 
of  monkeys.  And  how 
I  did  it  do?  Up  13.98%  a 

year,  a  hair  away  from 
bt,  the  Wharton  average. 

Who  needs  diplo- 
mas? m 
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UNU  SURVEY 


The  fund  industry  has  exploded  in  size.  Where  are 
the  economies  of  scale?  Where  are  the  bargains? 

Watch  those  costs 


By  Riva  Atlas 

When  this  magazine  published  its 
first  annual  mutual  fund  survey,  in 
1956,  the  average  expense  ratio  at 
U.S.  equity  funds  was  0.79%.  That  is, 
stock-picking  fees  and  overhead  ate 
up  just  79  cents  a  year  for  every  $100 
invested. 

Economic  logic  says  that  costs 
should  have  gone  way  down  since 
then.  In  those  days  analysts  often 
drove  hundreds  of  miles  to  visit  a 
company,  bond  yields  had  to  be  calcu- 
lated by  hand,  every  trade  had  to  be 
logged  into  a  ledger,  and  fund  inves- 
tors often  received  stock  certificates  as 
proof  of  ownership. 

Today,  when  computers  and  tele- 
communications have  vastly  simpli- 
fied all  those  functions,  running  mon- 
ey should  cost  far  less.  Does  it?  No. 
The  expense  ratio  at  equity  funds 
averages  1 .45%,  or  nearly  twice  the 
1956  level. 

You  might  forgive  a  high  expense 


ratio  in  a  new,  small  fund.  After  all,  it 
has  only  so  many  assets  over  which  to 
spread  salaries  and  other  costs.  But 
how  do  you  justify  the  chubby  hands 
in  the  cookie  jar  at  the  Kaufmann 
Fund?  The  fund  assessed  customers 
just  2%  per  year  on  $5.7  million  of 
assets  back  in  1988.  Kaufmann's  ex- 
penses ran  at  2.86%  last  year;  the  fund 
projects  2.4%  in  expenses  for  1993. 

Kaufmann  now  has  $702  million  in 
assets.  Does  it  really  cost  $  1 7  million  a 
year  to  run  a  fund  with  96,000  share- 
holders? No,  but  the  fund's  propri- 
etors know  that  so  long  as  they  can 
advertise  Kaufmann's  stunning  28.3% 
average  annual  returns  over  the  last 
five  years,  they'll  have  a  crowd  of  new 
customers  at  their  door. 

No  wonder  there  are  so  many  mu- 
tual funds,  with  the  numbers  growing 
fast.  In  our  first  survey  we  covered 
1 84  funds.  This  year,  after  eliminating 
nearly  2,000  small  and  short-lived 


ones,  we  have  over  1 ,900.  Fund  oper 
ators  sure  are  raking  it  in.  [nveston 
pay  them  about  $15  billion  a  year  1 
manage  SI. 8  trillion  of  stock,  bone 
ami  money  market  portfolios.  When 
does  all  this  money  go?  A  lot  of  it  goffl 
to  someone's  bottom  line.  The  aver 
age  publicly  traded  fund  company  ha; 
a  pretax  profit  margin  of  nearly  33%. 

At  many  funds,  although  not  Kauf 
mann,  some  fees  defray  brokerage 
commissions.  In  lieu  of  charging  . 
steep  one  time  sales  load,  many  a  film 
vendor  charges  recurring  12b- 1  dis 
tribution  fees  that  get  incorporates 
into  the  reported  expense  ratio,  thei 
uses  the  proceeds  of  the  1 2b- 1  t( 
gradually  recoup  upfront  sales  com 
missions  paid  to  brokers. 

The  bigger  question  is,  how  dc 
fund  operators  get  away  with  price 
increases?  It  seems  to  be  a  case  o 
blissful  ignorance  in  a  bull  market.  I 
an  equity  fund  is  making  1 5%  a  year,  a; 
many  can  boast  for  the  five-year  peri 
od  ended  in  June  (that  period  hap 
pens  to  exclude  the  1987  crash) 
w  ho's  going  to  notice  an  extra  half 
point  or  so  on  the  expense  ratio? 

The  investing  public  is  hip  to  som< 
costs,  anyway.  After  years  of  hound 
ing  by  FORBES  and  other  publications 
investors  have  figured  out  that  the\ 
can  buy  funds  without  paying  a  sale; 
charge.  Thus,  the  8.5%  upfront  loac 
that  was  all  but  standard  in  the  1950: 
has  given  way  to  smaller  or  deferrec 
sales  loads.  Even  mighty  Templetor 
felt  obliged  to  slash  the  front-end  loac 
on  five  of  its  funds  from  8.5%  to  5.759i 
in  July  of  last  year.  "That  fee  has  beer 
in  place  our  entire  history,"  note; 
Peter  Jones,  Templeton's  nationa 
sales  director.  "But  brokers  said  ii 
made  our  funds  less  attractive." 

Now  it's  time  for  investors  to  turr 
their  attention  to  annual  expenses 
which  are  at  least  as  important  tc 
results  as  loads.  Assuming,  as  anj 
intelligent  person  must,  that  the  mar- 
ket won't  do  as  w  ell  in  the  1990s  as  il 
did  in  the  1980s,  a  high  expense  ratic 
becomes  much  more  onerous. 

Say  the  fund  you  want  has  discard- 
ed its  old  8.5%  load  for  a  4%  load  bul 
has  doubled  its  low  0.75%  expense 
ratio  to  a  more  typical  1.5%.  Are  you 
better  off?  Not  if  you  stay  any  length 
of  time — more  than  6V3  years,  to  be 
precise.  Those  annual  nicks  to  youi 
principal  add  up — whether  you  are 
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akinu,  1      a  wai ,  hivak 
geven  or  just  discovering 
.11  sometimes  stoc  k  mar 
is  go  down  1 5%  .»  year. 
Sin mg  returns  can  mask 
c  impact  of  higher  ex 
rises  I > 1 1 1  when  returns 
le,  expenses  emii  .i  I  >.n  I 
u  ll   \i  the  end  oi  L991 
impleton  Smallei  ( l<  >m 
iiks    Growth  Fund's 
archolders  approved  .i 
e  in  fees  that  hiked  ex 
uses    from    0.9796  to 
33%;  thai  seemed  reason 
It-  enough  aftei  l('l>rs 
inning  39.5%  total  re 
in.   Bui   m    l1'1'.1  the 
nd's  total  return  slipped 
just  3.7%;  the  new  ex 
rises  ate  up  .>  quarter  <>f 
s  fund's  }',.>iiis 
l  (nlike  s<  >mc  flind  rating 
ides  thai  arc  preoccupied 
ih  pei formant e,  i Ins  one 
vs  pi ( iminenc e  i* >  c< ists, 
►tli  the  < >iu'  time  li >.ul  and 
s  .iiiiui. il  expense  ratio  wammm 
I  of  oiir  Besi  Buy  tables, 
ginning  <  >n  page  85 ,  gi\  e  t 1  »sts  ai 
lsi  equal  weighting  with  perfoi 
mce  in  the  rankings,  Why?  I  fnlike 
iod  performanc  e,  which  comes  and 
es  unpi  edi(  tably .  fees  arc  .i  < i  >n 
in  i  < »mp< mem  < >i  total  return.  The 
ire  money  the  Hind  pro\  iders  keep, 
c  less  \'<>n  keep. 
Sortie  guidelines; 

li  you  ( in'i  find  the  kind  of  fund 
n  w.ini  in  dim  Besi  Buy  tables,  use 
s  1%  rule  Add  the  annual  expense 
i ( entagc  t< >  .1  hit h  < >i  the  sales  l« >.ul 
c  ( imc  up  with  .i  comp<  ism  annual 
si  For  tJ  S.  sti  >»  lv  Hinds  and  funds 
ih  .in  equity  flavor  (junk  bond 
ids,  '  onvertible  bond  funds,  bal 
ced  funds),  this  composite  number 
ouldn'i  ordinarily  be  higher  than 

i.  I )( nf  l  u< )  ( >\  i  i  ().S"(i  l<  >i  .i  liirli 

ide  bond  fund,  Strett  li  the  max  t<  > 
■>%  for  an  overseas  fund.  Make  ex 
|iinins  onlj  fi ii  Hinds  w ith  an  ex 
imcly  compelling  case   for  exam 
,  ,i  Petci  I  yn(  Ii  quality  star  manag 
<  n  ,i  1 1(  iscd  end  fund  I  rading  at  .i 
ge  disct mm  i< >  net  assci  value. 
Look  .ii  the  fund's  expense  ratio 
itory,  show  n  near  the  from  of  the 
Dspectus.  Be  wary  of  funds  that  have 
en  jacking  up  fees.  Fund  expenses 
!  like  taxes:  Once  they  go  up,  they 


Feesibility 

Fund 

Average 

Annual 

Change  from 

net  assets' 

expenses 

previoui 

($mil) 

per  $100 

ye. ii 

Getting  better 

Fidelity  Equity  Income  II 

$1,045 

$1.01 

$0  SI 

i  ranklln  Gold 

260 

0,31 

0.44 

Sierra:  US  Govt 

322 

0,72 

0.40 

Keystone  rax  1  ree 

1,201 

1.38 

0,38 

Berber  One  Hundred 

276 

1,89 

035 

Kemper  Short  Term  Global  Income 

327 

0.99 

-0,32 

Strong  Short-Term  Bond 

491 

I)  65 

0.31 

Alliance  World  ln<  OITM 

652 

1 98 

-0.27 

Getting  worse 

leni|)leton  Smallei  Cos  C.iowth 

942 

1.33 

+0.36 

Si  inkier  Short  term  Bond 

2,605 

0,75 

+0,32 

Dreyfus  Premium  Municipal  Bond  A 

325 

0.54 

+0,32 

Van  Kampen  Morrltt  Municipal  Income  a 

376 

0.86 

+0,27 

Kempoi  New  York  lax  f  ree  hit  ome 

257 

0,66 

+0.26 

Dreytus  Genei.il  NY  Municipal  Bond 

261 

062 

+0.26 

Goldman  Sachs  1  i|inly  Capital  Growth 

477 

1,53 

+0.25 

Overland  Variable  Rata  Govarnmenl  a 

1,820 

0,75 

+0.25 

'For  fiscal  1992,    Source.  /  //>/>«  Aiulvtn.tl  .s'm/i  v. 

Some  funds  are  cutting  costs,  others  raising  them.  After  luring 
new  investors,  funds  are  less  eager  to  waive  fees. 


seldom  go  down,  (ror  some  excep 
lions,  see  table. ) 

ai  Be  wary  <>i  funds  whose  expenses 
are  reasonable  only  In  dim  <>i  a 
temporary    absorption    oi  insis 

( marked  "a"  in  QUI  main  luiul  la 


bles),  rhese  l«>ss  leadet 
promotions  » an  be  ended 
<  hi  sin  ii  i  in  >iu  g  When  the 
fee  goes  up,  you  maj  be 
hindered  fi  <  im  making  a 
fasi  getaw  a)  by  t apital  gain 
taxes,  H  you  arc  lucky 
enough  to  be  sitting  on 
an  unrealized  gain  at 
i  he  time 

c  i  impctitit  >n  is  begin 
rung  in  squeeze  the  fund 
industry's  hefty  fee  stnu 
inn  Recently  several 
funds  in<  luding  put  i<  I 
Growth,  Vontobel  (J  S 
Value  and  Wai  bui  g  Pint  us 
Growth  &  Income  have 
i  liminated  sales  *  hai  gi  •■ 
entirelj  Not  foi  profii 
\  anguard .  pi  iding  its<  II  i  in 
the  lowest  costs  in  the 
business,  lias  gained  about 
2,3  percentage  points  <>i 
in. H kci  share  ovei  the  pasi 
iK  i  adc 

And  nihil  bargains  art 
sin  fat  inr,  Nil  >i\\  ithstand 
ing  ilu  enormous  i  ><  »i  nilai  i 
ty  oi  us  Equity  income  II  Fund,  Pi 
delitj  lias  1 1  ii  .inn  1 1  1 1 1  mi  i  aising  fees 
on  it.  1  he  i  esult  of  all  thi  new  moucj 
coming  in  lias  been  to  shrink  the 
fund's  expenst  ratio  ovei  1 1>*  lasl  j  i  ai 
from  I  5%  to  I  mm 
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FUND  SURVEY 


If  a  fund  you  want  to  invest  in  slams  its  door 
in  your  face,  see  if  there's  a  back  entrance. 

Getting  past 
the  bouncer 


By  Riva  Atlas  and  Jason  Zwcig 

THESE  days  some  funds  are  so  hot  that 
they  have  to  shut  their  gates  to  keep 
out  swarming  hordes  of  new  custom 
ers.  So  tar  this  year,  at  least  nine  have 
closed  to  new  investors,  including 
such  fine  performers  as  Lindner  Divi- 
dend and  Pennsylvania  Mutual. 

By  closing,  the  manager  preserves 
his  record  from  dilution.  Good  in- 
vestment ideas  are  limited  in  number 
and  bargain -priced  stocks  not  always 
easy  to  buy  in  great  quantity.  Even 
Fidelity  Magellan  was  closed  from 
1966  to  1981  (except  to  Fidelity  in- 
siders); that  may  have  helped  Peter 
Lynch  pile  up  his  unparalleled  record. 

But  a  closed  door  is  just  a  challenge 
to  a  resourceful  fund  investor.  Few 
funds  have  the  door  slammed  as  tight  as 
Skyline  Special  Equities,  which  won't 
even  accept  new  money  from  existing 
customers1  taxable  accounts.  Many  of 


these  fortresses  can  be  stormed. 

First,  though,  decide  if  it's  worth 
the  effort.  With  1,043  open-end 
funds  large  and  old  enough  to  be 
graded  in  this  issue  of  Forbes,  there 
are  plenty  of  good  ones  to  choose 
from  that  are  glad  to  take  your  money. 
But,  okay,  you  desperately  want  into 
John  NefPs  Vanguard /Windsor 
Fund.  How  to  get  past  the  bouncer? 

Some  funds  permit  close  relatives 
of  existing  shareholders — usually  sib- 
lings, spouses,  parents,  grandparents 
or  children — to  open  accounts.  In 
this  group  are  CGM  Capital  Develop- 
ment and  Janus  Twenty. 

And  nearly  any  fund  is  pregnable  if 
you  find  an  existing  shareholder  to 
give  or  sell  you  shares,  assuming  the 
fund  is  taking  any  new  money  and  you 
meet  the  minimum  account  balance. 

"If  you  find  a  Vanguard/Windsor 


Crowbar  funds 


Fund 

Date  closed 

Assets 

Performance 

Expense 

Comments 

($mil) 

UP 

DOWN 

ratio 

markets 

Acorn  Fund 

7/27/90 

$1,748 

A 

C 

0.64% 

3,4 

CGM  Capital  Development 

11/1/86 

450 

A+ 

D 

0.86 

2,3,4 

IDEX  Fund  3 

6/15/90 

204 

■  B 

■B 

1.29 

3 

Janus  Twenty 

1/2/93 

3,815 

■  A 

■  C 

1.11 

2,3 

Janus  Venture 

9/30/91 

1,835 

■  B 

■  B 

102 

2,3 

Monetta  Fund 

3/31/93 

535 

iB 

■  C 

1.39 

3. 

Montgomery  Small  Cap 

3/6/92 

217 

NA 

NA 

1.43 

3 

Mutual  Shares 

6/1/89 

3,225 

C 

A+ 

0.78 

1,2,3 

Pfamco  Small  Cap  Growth 

8/1/91 

41 

NA 

NA 

1.25 

5 

Sequoia  Fund 

12/23/82 

1,490 

C 

A+ 

1.00 

3 

■Fund  rated  foi  two  periods  only;  maximum  allowable  grade  A.   NA:  Not  available.   'Open  to  discount  brokerage 
omnibus  accounts.  'Open  to  immediate  relatives  of  existing  shareholders.  30pen  to  some  existing  retirement  plans. 
*Open  to  switches  from  other  funds  in  same  family.  5May  accept  purchase  orders  to  match  sales. 

Shares  in  most  of  these  funds  may  be  purchased 
privately  from  existing  shareholders.  Otherwise, 
look  for  the  loopholes  in  the  prospectus. 


shareholder,"  says  Daniel  Wiener 
editor  of  the  Independent  Adviser  fa 
Vanguard  Investors,  "just  ask 
'Would  you  mind  giving  me  a  share  o 
Windsor?'  You  could  take  them  out  tc 
dinner  as  payment.  Make  sure  they  til 
out  Vanguard's  form  to  transfei 
shares  to  a  new  owner.  And  that's  it 
You're  in."  Once  you're  in,  you  car 
add  up  to  $25,000  per  year. 

Note:  You  could  also  get  a  piece  o 
John  NefFs  talents  by  buying  share: 
of  his  Gemini  II  dual-purpose  fund  or 
the  New  York  Stock  Exchange 
Bought  as  a  unit,  the  capital  anc 
income  shares  trade  at  a  2%  discount 
and  when  this  closed-end  fund  liqui 
dates  in  four  years,  you  may  get  th< 
option  of  transferring  your  money  tc 
another  Neff  hind. 

If  you  want  to  put  an  ad  in  the  papei 
announcing  "Monetta  Fund  Share: 
Wanted,"  or  post  a  listing  on  comput 
er  services  like  Prodigy,  CompuServe 
or  America  Online,  go  ahead.  But  b( 
warned:  Such  private  fund  trades  an 
not  regulated  by  the  SE<  or  the  Na 
tional  Association  of  Securities  Deal 
ers,  so  a  seller  can  ask  any  price. 

You  might  want  to  draft  an  agree 
ment  committing  the  seller  to  notifi 
the  fund  of  the  ownership  change  anc 
deliver  your  address  and  taxpayei 
identification  number.  "'This  is  a  case 
of  buyer  beware,"  warns  Price  Water 
house  fund  consultant  Allen  Gold 
stein.  If  the  seller  does  not  tell  the 
fund  that  you  now  own  the  shares 
you  don't  get  on  the  sponsor's  book; 
and  you  can't  add  to  your  account. 

What  if  you  can't  find  an  existing 
shareholder  willing  to  sell?  Redemp 
tions  are  a  nuisance  for  any  fund,  since 
it  must  raise  cash  to  pay  the  seller.  So  il 
you  offer  yourself  to  the  fund  as  £ 
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yer  who  can  be  matched  with  its 
T3  sellers,  that  saves  the  hind  from 
ring  to  redeem  the  sellers'  shares. 
ie  best  way  to  do  this?  Beg,  says 
ter  Mangan,  vice  president  of  mu- 
ll funds  at  discount  brokerage  Jack 
lite  &  Co.  in  San  Diego.  "Some  of 
r  clients  have  had  good  luck  calling 
:losed  fund  and  pleading  with  the 
ephone  rep  to  see  if  he  knows 
^one  who  wants  to  sell  shares,"  he 
'$.  "Or  they  ask  to  get  on  a  waiting 
to  be  matched  with  sellers." 
Mutual  Shares  and  Mutual  Quali- 
d,  run  by  Michael  Price,  have  one 
ic  loophole:  They  may  be  bought 
•ough  any  broker  that  maintains  an 
inibus  account  with  the  funds.  The 
ids  will  not  stop  new  investors  from 
iking  purchases  through  such  dis- 
iint  firms  as  Charles  Schwab,  Jack 
lite  and  Quick  &  Reilly.  (Mutual 
aeon,  almost  identical  to  Price's 
o  closed  funds,  remains  open.) 
Other  closed  funds  are  even  easier 
open.  Take  the  stellar  Acorn  Fund, 
th  a  16.2%  compound  annual  re- 
n  over  the  past  decade.  Acorn  has 
tn  closed  since  July  1990 — but  it's 
»y  to  barge  right  in.  Just  buy  its 
Linger  sister  fund,  Acorn  Interna- 
nal,  hold  the  shares  at  least  60  days 
avoid  a  2%  redemption  fee,  then 
:k  up  the  telephone  and  switch  a 
nimum  of  $4,000  into  the  Acorn 
nd.  Of  course,  you  might  not  want 
sell  Acorn  International,  which  has 
umed  almost  20%  so  far  this  year. 
If  you've  owned  Kenneth  Heeb- 
r's  CGM  Mutual  since  Nov.  1 , 1986, 
J  can  switch  into  his  CGM  Capital 
:velopment,  which  has  beaten  both 
M  Mutual  and  the  Standard  & 
or's  500  by  a  nice  margin  over  the 
5t  decade. 

Other  funds  are  closed  to  taxable 
:ounts  but  allow  some  retirement 
mcy  in.  For  example,  investors  may 
d  to  existing  401(k)  accounts  at 
ins  Venture,  Calvert-Ariel  Growth, 
:)ntgomery  Small  Cap  and  T.  Rowe 
ice  Small-Cap  Value. 
Having  targeted  a  closed  fund,  call 
:  distributor  and  request  the  pro- 
:ctus  and  statement  of  additional 
brmation.  Be  persistent.  Unless  the 
id  has  been  closed  for  a  decade  or 
>re,  these  documents  are  usually 
lilable.  Study  the  sections  on  how 
purchase  shares.  There's  often  a 
y  inside.  ■ 
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The 

Gabelli 

Asset 

Fund 


The  Gabelli  Asset  Fund  is  a  mutual  fund  seeking  long-term  growth  of 
capital.  It  employs  an  asset  value  approach -a  fundamental  investment 
philosophy  — investing  in  companies  selling  below  their  private  market  value. 


IRAs  Available 


Average  Annual  Returns 
Through  6/30/93 (a) 


One  Year  +21.3% 
Five  Year  +13.9% 
Life  of  Fund*  +16.7% 

From  inception  March  3, 1986 


($1,000  Minimum  Initial  Investment 
-Ask  about  our  monthly  automatic  investment  plan— 

For  a  prospectus,  please  call 

1-800-GABELLI 

1-800-422-3554 

(a)  The  average  annual  returns  shown  above  are  historical  and  reflect  changes  in  share  price, 
reinvested  dividends  and  are  net  of  expenses.  Investment  results  and  the  principal  value  of  an 
investment  will  vary.  The  past  performance  noted  above  does  not  guarantee  future  results.  When 
shares  are  redeemed,  they  may  be  worth  more  or  less  than  their  original  cost.  The  prospectus 
contains  more  complete  information,  including  management  and  distribution  fees  and  expenses. 
Read  it  carefully  before  you  invest  or  send  money. 

Gabelli  &  Company,  Inc.  The  Gabelli  Asset  Fund 

One  Corporate  Center  •  Rye,  New  York  1 0580-1 435 


DIVERSIFY 
YOUR  RETIREMENT  ASSETS 
WITH  VANGUARD 


lb  keep  your  retire- 
ment assets  on  course  in 
uncertain  markets,  you  should  con- 
sider the  best  way  to  diversify  them. 
Vanguard  can  help  you  with  an 
exceptionally  broad  range  of  invest- 
ment choices. 

For  convenience,  you  may  decide 
on  a  single  investment  in  our  unique 
STAR  Fund  which  seeks  growth  of 
capital  and  income  through  a  bal- 
anced mix  of  nine  Vanguard  funds. 

Or  you  may  diversify  your  assets 
by  creating  your  own  balanced  port- 
folio by  investing  in  Vanguard  stock, 
bond  and  money  market  funds. 

In  either  case,  you  have  the 
assurance  that  Vanguard's  no-load 
policy  and  low  operating  costs  mean 
more  of  your  money  works  for  you. 

Regardless  of  whether  you're 
planning  to  transfer  your  retirement 
assets  from  another  institution,  "roll 
over"  a  distribution  from  an 

Vanguard  Marketing  Corp.,  Distributor 


employer  sponsored  plan,  or  estab- 
lish your  first  IRA,  our  Investment 
Kit  contains  all  the  forms  you  need  to 
complete  the  transaction. 

Call  now  for  an  IRA  Informa- 
tion Kit,  including  our  free  booklet, 
"How  To  Be  Your  Own  Investment 
Manager." 

The  kit  contains  a  prospectus  with  more 
complete  information  on  advisory  fees,  distri- 
bution charges  and  other  expenses.  Please 
read  it  carefully  before  you  invest  or  send 
money. 


Call 

1-800-523-0658 

24  Hours,  7  Days 
for  a  free 
IRA  Information 
Kit  and  this 
free  booklet. 


THrVancruardGROUP 

«^Of  INVESTMENT  COMPANIES  > 


rUNU  SUKUtY 

Want  to  take  a  long  position  in  the  yen  or 

the  deutsche  mark?  Fidelity  and  Huntington  have  funds 

to  help  you  do  that,  but  they  leave  a  lot  to  be  desired. 

Do-it-yourself 
currency  fund 


By  Amy  Fcldmnn 

GEORGE  Soros  made  more  than  $1 
billion  last  fall  for  himself  and  fellow 
investors  by  betting  against  weak  Eu- 
ropean currencies  (Forbes,  Nov.  9, 
1992).  Alas,  you  can't  get  into  Soros' 
Quantum  funds,  which  are  open  only 
to  wealthy  foreigners.  For  ordinary 
folk  there  is  an  assortment  of  currency 
funds  from  Fidelity  and  Huntington. 

Are  these  garden -variety  currency 
funds  a  good  buy?  Often,  no.  On  the 
one  hand,  they  don't  offer  much 
promise  for  speculative  killings  a  la 
Quantum.  On  the  other  hand,  as 
passive  vehicles  for  hedging  against  a 
weak  dollar,  the  retail  currency  funds 


are  not  cheap.  You  can  probablv  do 
better  creating  your  own  currency 
fund  out  of  futures  or  options. 

Boston-based  Fidelity  has  three 
currency  funds,  for  the  deutsche 
mark,  pound  sterling  and  yen,  with 
combined  assets  of  $12  million.  Hun 
tington  Funds  of  Pasadena,  Calif,  of- 
fers three  more,  with  total  assets  of 
$135  million — Global  Currency, 
Hard  Currency  and  High  Income 
Currency — each  a  potpourri  of  up  to 
half  a  dozen  different  currencies. 

The  Fidelity  group  combines  in- 
vestments in  U.S.  money  market  in- 
struments (like  bank  CDs  and  repur- 


chase agreements)  with  a  variety  i 
derivatives,  currency  options  and  h 
tures.  The  effect  is  to  deliver  retun 
similar  to  what  investors  would  get  1 
converting  dollars  into  foreign  cu 
rency  and  investing  those  yen  < 
pounds  or  marks  in  money  marke 
overseas.  The  Huntington  funds  bi 
mainly  short-term  paper  issued  I 
foreign  governments. 

The  problem  is  that  these  curreru 
funds  charge  you  an  arm  and  a  le; 
Fidelity's  three  no-load  funds  ha^ 
annual  expense  ratios  of  1.5%.  Hui 
tington's  funds  cost  even  more:  Th< 
cam'  a  2.25%  sales  load  plus  annu 
expenses  between  1 .6%  and  1 .7%. 

Can  you  create  a  do-it-yoursc 
fund  for  less  money?  Say  you've  di 
cided  that  the  yen  will  appreciaj 
against  the  dollar.  You  could  put,  sa 
$120,000  in  the  Fidelity  Yen  Perfo 
mance  Portfolio,  L.P.  So  far  this  ye 
that  fund  is  up  17.5%.  But  if  you  st< 
for  a  year,  you  are  going  to  spen 
$1,800  on  management  fees  an 
overhead  costs.  A  better  way  of  ge 
ting  the  same  result  is  to  set  ask 
$120,000  in  Treasury  bills,  then  bi 
one  yen  futures  contract  on  the  Ch 
cago  Mercantile  Exchange.  Each  coj 
tract  controls  12.5  million  yen,  < 
about  $120,000  at  the  recent  e: 
change  rate.  Assuming  you  pick 
future  maturing  in  three  month 
you'll  have  to  roll  over  your  positic 
four  times  a  year.  Each  round-trip 
going  to  run  you  a  brokerage  fee  < 
$32  at  a  discount  commodity  trad< 
like  Lind-Waldock  &  Co.,  plus 
bid/ask  spread  of  some  $25.  Tot 
saving,  vis-a-vis  the  Fidelity  produe 
more  than  $1,500  a  year. 

Judy  Pagliuca,  portfolio  managi 
of  the  Fidelity  currency  fund 
says  she  strives  for  a  return  th; 
combines  exchange-rate  gaii 
with  the  yield  you  would  ha\ 
gotten  had  you  simply  deposite 
your  money  in  a  bank  overseas.  Th 
means  that  the  Rinds'  interest  retun 
should  surpass  simple  exchange-rat 
gains — or  at  least  cushion  exchange 
rate  losses. 

For  example,  last  year  Fidelity 
deutsche  mark  fund  eked  out  a  1.2 
gain,  despite  a  6.4%  loss  in  the  value  < 
the  mark  relative  to  the  dollar.  That 
because  short-term  interest  rates  at 
so  high  in  Germany. 

A  do-it-yourself  investor  coul 


1 16 


Forbes  ■  August  30,  199 


lieve  similar  results  at  lower  cost  by 
rculating  in  currency  futures  on  the 
licago  Mercantile  Exchange.  Fu- 
es  prices  have  interest- rate  differ- 
tials  built  into  them;  if  short-term 
Ids  in  Germany  are  higher  than 
S.  money  market  yields,  you  will 
k  up  the  advantages  of  those  high 
Ids  when  you  hold  deutsche  mark 
ures. 

Here's  an  explanation  of  why  fil- 
es work  the  way  they  do,  with 
mbers  that  simplify  the  situation 
t  don't  stray  too  far  from  the  facts, 
ppose  that  the  mark  is  now  worth 

cents.  Suppose  that  the  yield  on 
e-year  government  paper  in  Ger- 
ny  is  7%,  while  it's  only  3%  on  one- 
ir  U.S.  Treasury  bills, 
tn  this  situation,  deutsche  mark 
ures  due  in  one  year  won't  trade  at 

cents.  Arbitragers  taking  advan- 
;e  of  high  interest  rates  abroad  will 
sh  down  the  value  of  the  mark  in 
■  futures  pit.  Mark  futures  maturing 
one  year  will  trade  at  about  57.6 
its — 4%  cheaper  than  spot  marks. 
ATiat  does  this  mean  to  the  U.S. 
estor  tempted  by  that  7%  yield  in 
rmany?  It  means  that  you  don't 
/e  to  convert  dollars  to  marks  or 


mail  checks  to  Germany.  You  can 
collect  the  high  yield  right  in  Chica- 
go. Deposit  $75,000  in  T  bills,  collect 
3%,  go  long  one  125,000-mark  fu- 
ture, and  if  the  mark  stays  put  at  60 
cents,  you'll  make  7%. 

As  noted,  the  above  example  is 
exaggerated  to  make  the  arithmetic 
simpler.  German  rates  are  a  bit  less 
than  7%.  Another  detail:  Volume  in 
year-out  futures  will  be  thin  to  nonex- 
istent, so  you  will  probably  get  three- 
month  futures — where  the  discount 
will  be  more  like  1% — and  roll  them 
over  every  quarter. 

One  point  in  favor  of  the  funds  is 
their  low  minimums,  $2,500  for 
Huntington's,  $5,000  for  Fidelity's. 
That  is  considerably  less  than  the 
amount  of  foreign  currency  exposure 
you  get  with  one  currency  contract  in 
Chicago.  But  if  $5,000  is  all  you  have 
for  currency  speculation,  stop  and  ask 
yourself  if  a  pure  currency  fund  is  what 
you  need.  Why  not  buy  a  fund  special- 
izing in  foreign  stocks?  Provided  the 
fund  doesn't  hedge  away  its  currency 
risks,  it  will  give  you  at  once  interna- 
tional equity  diversification  and  a 
hedge  against  the  dollar — all  for  one 
management  fee. 


If  you  are  sure  you  want  a  pure 
currency  plav,  consider  another  possi- 
bility. Buy  currency  options  on  the 
Philadelphia  Exchange,  where  a 
three -month  contract  controls  some- 
thing like  $45,000  worth  of  currency 
and  carries  a  premium  that  typically 
falls  between  $500  and  $2,500.  An 
alternative — not  necessarily  a  good 
one — is  to  open  a  yen-,  mark-  or 
pound-denominated  account  at  a 
U.S.  bank.  Citibank's  minimum  is 
$25,000.  Its  one-year  mark  CD  pays 
4.25% — no  great  deal,  when  one-year 
CDs  in  Germany  pay  6.2%.  Round-trip 
conversion  costs,  at  Citibank's  recent 
exchange  rates,  are  a  steep  $342. 

Lastly,  consider  taxes.  The  full  yield 
on  the  bank  CD  is  subject  to  state 
taxes,  while  profits  from  the  futures/ 
T  bill  alternative  consist  in  part  of 
Treasury  interest  that  is  exempt  from 
state  tax.  The  Fidelity  funds  are  orga- 
nized as  limited  partnerships,  which 
could  cost  you  on  your  tax  return. 
The  steep  1 .5%  annual  fee  is  generally 
not  deductible  from  gross  profits  in 
calculating  taxable  income.  So  if  the 
fund  makes  6%,  but  lets  you  keep  only 
4.5%,  you're  probably  going  to  owe 
tax  on  the  full  6%.  Ouch.  wm 


WE  DON'T  WANT  TO  CHANGE  THE  WORLD. 
JUST  THE  PEN  YOU  GIVE  AS  YOUR  CORPORATE  GIFT 


Today,  more  and  more  discriminating  corporate  buyers  are  choosing  the  Parker  Insignia.  And 
you  should  too.  Available  in  10  distinctive  finishes ,  these  beautiful  pens  and  pencils  make  a  gift 
that  is  far  beyond  the  ordinary.  Plus,  your  company's  logo  can  be  pi/rn 
placed  on  every  Insignia  with  jewelry -quality  clip  emblems  for  a  most  \f\  K.  Ix  L  IX 

prestigious  corporate  image.  For  more  information,  or  your  com- 
plimentary Corporate  Gift  Guide,  call  l'800-522-302l . 


INSIGNIA 


LIFKTIME  GUARANTHKP 
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WITH  OUR  FINANCIAL  STRENGTH,  YOU'LL  BE  GLA 
WE'RE  ON  YOUR  SIDE.  On  the  tough  playing  field  of  international  business,  you  ne 
all  the  leverage  you  can  get.  That's  why  AIG's  strength  and  stability  are  so  important.  We're  one  oj  the  worh 
strongest  insurance  and  financial  services  organizations,  with  over  $13  billion  in  shareholders'  equity  a 


billion  in  general  insurance  net  loss  and  loss  adjustment  reserves.  Our  record  oj profitability  is  unsurpassed 
le  industry,  and  we  hold  the  highest  ratings  jrom  the  principal  rating  services.  TheAlG  Companies  have  the 
icity  to  serve  your  needs  through  all  kinds  oj  market  conditions.  We're  ready  to  throw  our  weight  behind  you. 
17m  world  leaders  in  insurance  and  financial  services. 

American  International  Group,  Inc..  Dept  A,  7()  Pine  Street.  New  York,  NY  10270. 


FUND  SURVEY 


Do  you  have  $50,000  in  a  tax-exempt  money  fund? 
Take  it  out  and  buy  the  preferred  stock  of  one  of  those 
closed-end  leveraged  muni  funds. 

Smart  money 
market  fund 


By  Jason  Zwcig 

If  you  havk  cash  parked  in  a  tax- 
exempt  money  fund,  it's  probably 
earning  1.8%  or  so  just  now.  After 
inflation  you  are  losing  money.  Here 
is  a  simple  trick  for  boosting  that 
return  by  half  a  percentage  point:  Buy 
Dutch  auction  muni  preferred  stock. 

Advantages  to  this  preferred:  very 
low  credit  risk,  nearly 
zero  interest  rate  risk, 
exemption  from  federal 
tax,  exemption  (if  you 
pick  the  right  issue )  from 
state  tax,  high  liquidity 
and  zero  commission 
costs  to  get  in  or  out.  As 
for  disadvantages,  we 
can  think  of  only  one: 
the  $50,000  minimum 
purchase. 

According  to  Lipper 
Analytical  Services, 
$14.4  billion  in  muni 
preferreds  are  on  the 
market  today.  They  are  a 
by-product  of  a  fairly  re- 
cent phenomenon  in  the 
fund  business,  the  lever- 
aged closed-end  munici- 
pal bond  fund.  These 
funds,  whose  common 
shares  are  heavily  pro- 
moted by  commission- 
hungry  brokers,  goose 
up  yields  for  common 
shareholders  by  borrowing  short  and 
lending  long.  They  finance  their  pur- 
chases of  long  term  municipal  bonds 
in  part  by  issuing  variable-rate  pre 
ferred  stock.  Buying  the  common 
shares  of  these  funds  is  analogous  to 
buying  stocks  on  margin.  Buying  on 
margin  is  a  terrific  idea — so  long  as 
the  market  keeps  going  up 


Markets  don't  always  go  up,  so 
there  is  good  reason  to  be  war)'  of 
buying  the  common  shares  of  a  lever- 
aged muni  fund.  But  there's  nothing 
wrong  with  sitting  on  the  other  side  of 
the  table,  buying  the  preferred  instead 
of  the  common  shares.  As  a  buyer  of 
the  preferred,  you  are  playing  the  role 


of  a  stockbroker  who  finances  a  mar- 
gin customer.  You  are  making  an 
extremely  well  collateralized  short- 
term  loan.  The  main  difference  is  that 
the  interest  is  tax-exempt. 

As  for  credit  risk,  the  typical  pre- 
ferred shares  of  a  closed-end  muni 
bond  fund  are  almost  immune.  The 
preferred  has  first  claim  on  interest 


income  from  a  portfolio  of  municipi 
bonds.  The  terms  of  the  deal  generall 
compel  the  fund  operator  to  sell  ol 
bonds  and  redeem  the  preferred  if  th 
value  of  the  portfolio  ever  falls  belov 
two  times  the  par  value  of  the  pre 
ferred.  So  the  portfolio  would  have  ti 
collapse  overnight  by  50%  for  th 
preferred  holders  to  los 
~|  principal. 

Because  of  the  excel 
lent  collateral,  mur 
fund  preferred  stock  i 
rated  AAA  by  both  Stan 
dard  &  Poor's  and  Moo 
dy's  Investors  Services 
Says  John  Taft,  presi 
dent  of  Voyageur  Asse 
Management  in  Minne 
apolis,  which  runs  $40' 
million  in  five  closed 
end  municipal  funds:  1 
don't  want  to  sound  lik 
a  huckster,  but  I  thin 
this  is  one  of  the  grea 
unheralded  investmen 
opportunities." 

Why  do  closed-eiK 
muni  preferreds  pay  bet 
ter  than  tax  exemp 
money  funds?  One  rea 
son  is  that  their  oxer 
head  costs  are  low.  Th 
shares  are  usually  held  ii 
street  name,  so  the  spon 
sors  don't  have  to  maintain  account 
for  each  holder.  And  there  are  n< 
check  w  riting  or  telephone-exchangi 
privileges  with  the  issuing  fund. 

The  other  reason  seems  to  be  tha 
the  preferreds  are  trick)'  to  under 
stand.  "In  my  early  days  on  the  mu 
nicipal  trading  desk,"  says  Thoma 
Muntz,  a  secondary  market  manage 
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Lease  The  Lincoln  Town  Car  And  Enjoy 
One  Of  The  World's  Most  Spacious  Interiors. 


STANDARD  FEATURES:    ^  jif^kf^k 

•  Remarkably  quiet  ride         N-*"^!  L^™*  W^^" g 

•  4.6-liter  V-8  engine  JL^r 

•  Driver  and  right-front    PER  MONTH,  24-MONTH  LEASE" 

nasseneer  air  bag  Refundable  security  deposit  '550.00 

£      ,&        ,  D6  DOWN  PAYMENT  *2,825.00 

.Supplemental  Restraint    First  months  payment  M99.00 

System*  |  Total  due  at  lease  inception   s3,874.00  | 

•  4-wheel  disc  anti-lock  brake  system 

•  Sequential  multi-port  electronic  fuel  injection 

•  6-way  power  driver  and  passenger  seats 

•  Remote  keyless  and  illuminated  entry  systems 

For  more  information  on  the  Lincoln  Town  Car  and  leasing,  please 
call  1-800-255-5433. 


|  LINCOLN 

What  A  Luxury  Car  Should  Be 


i 


♦Always  wear  your  safety  belt.  **1993  Town  Car  Executive  Series  M.S. R.I'.  $35,175,  excludes  title,  taxes,  license  fee.  California  emissions  excluded.  Lease  payment 
based  on  average  capitalized  cost  bf 88.67%  of  M.S.R.P.  for  24-mo.  closed-end  Ford  Credit  Red  Carpet  Leases  purchased  nationally  from  9/92-6/93.  Total  amount  of 
monthly  payments  is  $1 1,976.  Some  payments  higher,  some  lower.  See  dealer  for  payment/terms.  Lessee  may  have  option  to  buy  car  at  lease  end  at  price  negotiated  with 
dealer  at  signing.  Lessee  responsible  for  excess  wear/tear  and  mileage  over  30,000  at  1  ltf/mile.  Credit  approval/insurability  determined  by  Ford  Credit.  Take  new  retail 
delivery  from  dealer  stock  by  9/22/93. 


Pmfmential  treatment 

_  . 

rund 

Prefprrpd 
IPO  date 
(1993) 

Principal 
amount 
($mil) 

Yield 

Reset 
period 
(davs) 

InterCapital  CA  Insured  Muni 

Apr  7 

$75 

2.44% 

W 

MuniYield  New  York  Insured  III 

Mar  22 

25 

2.35 

28 

Nuveen  Insured  CA  Premium  Income  2 

July  12 

95 

2.51 

7 

Putnam  Investment  Grade  Muni  II 

Feb  10 

32 

2.55 

282 

Van  Kampen  Merritt  Strategic  Sector 

Mar  26 

95 

2.64 

283 

Voyageur  MN  Muni  Income  II 

May  11 

60 

2.60 

28 

'Also  issued  with  three-month  and  six-month  reset  periods.  2Also  issued  with  one-month  reset  periods, 
with  99-week  reset  period.   Source:  Upper  Analytical  Services. 

3Also  Issued 

These  preferred  shares  of  leveraged  closed-end  municipal  bond  funds  are  short 
term  and  AAA-rated,  and  offer  aftertax  yields  that  beat  most  money  market  rates. 


at  John  Nuveen  &  Co.,  "my  boss  told 
me  that  every  25  words  you  need  to 
explain  something  will  add  five  basis 
points  to  its  yield.  Closed-end  pre- 
ferred is  about  100  or  125  words 
more  complicated  than  a  straight  mu- 
nicipal bond." 

How  does  muni  fund  preferred 
work?  Nuveen  Insured  California 
Premium  Income  Municipal  Fund  2 
raised  $170  million  in  a  common 
stock  offering  in  March.  Then  in  July 
the  fund  sold  $95  million  of  preferred 
stock  at  $50,000  a  share.  The  1.5% 
underwriting  discount  was  paid  by 
the  fund,  not  the  buyers  of  the  pre- 
ferred. The  initial  term  was  seven 
days,  the  initial  yield  2.1%  (for  a  top- 
bracket  California  resident,  as  good  as 
a  3.4%  taxable  investment).  That 
week,  Franklin  California  Tax-Ex- 
empt Money  Fund,  with  a  14-day 
average  maturity,  yielded  1.6%.  Sev- 
en-day variable-rate  notes  of  Califor- 
nia municipalities  yielded  2.2%  or  so 
but  are  not  rated  AAA  and  have 
$100,000  minimums. 

At  the  most  recent  rollover,  the 
yield  on  Nuveen's  California  pre- 
ferred was  reset  at  2.51%.  The  new 
yield  is  determined  weekly  by  a  Dutch 
auction  in  which  the  yield  for  all 
shares  is  set  at  the  lowest  yield  that  will 
find  a  buyer  for  every  seller.  If  you 
want  in,  you  sign  up  with  a  broker, 
either  agreeing  to  passively  accept 
whatever  yield  comes  out  of  the  next 
auction  or  demanding  a  certain  mini- 
mum yield. 

Once  you're  in,  your  shares  will  roll 
over  automatically,  picking  up  the 
rate  set  at  the  next  auction,  unless  you 

122 


ask  to  be  redeemed  or  specif)'  a  mini- 
mum yield  you  will  accept.  If  the  yield 
drops  below  that  level,  you  will  be 
cashed  out. 

Risks?  A  Dutch  auction  could  fail  if 
not  enough  buyers  bid.  But  then  the 
holders  would  earn  a  penalty  rate — 
about  110%  of  the  taxable  equivalent 
of  short-term  muni  rates,  which  in  our 
Nuveen  example  would  be  close  to 
4% — until  the  next  week's  auction.  If 
that  auction  also  failed,  the  issuer 
would  most  likely  call  the  preferred  at 
par.  There  are  other  circumstances 
under  which  the  issuer  can  force  you 
to  redeem  at  par.  In  short,  the  game 
may  be  over  sooner  than  you  would 
like,  but  it's  darn  hard  to  lose  money 
in  a  short-term  muni  preferred. 

Most  reset  periods  are  a  month  or 
less,  but  a  few  issuers  are  extending 
their  resets  out  as  far  as  three  years, 
where  yields  go  over  4%.  Should  you 
need  to  cash  out  of  one  of  these  in  the 
meantime,  you  would  have  to  sell 
your  shares  in  the  open  market,  where 
you  might  get  a  price  below  par  and 
where  you  would  owe  a  brokerage 
commission  to  boot.  Our  advice  is  to 
stay  short  unless  you  know  you  won't 
need  the  money. 

Besides  Nuveen,  the  biggest  issuers 
of  closed-end  muni  preferred  are  Van 
Kampen  Merritt,  Merrill  Lynch, 
Dean  Witter  InterCapital,  BlackRock 
and  Putnam.  But  you  can  get  in  and 
out  at  par  on  an  auction  date  through 
any  broker,  including  a  discount 
shop.  Before  buying,  read  the  pro- 
spectus carefully  to  make  sure  there 
are  no  tricky  variations  on  the  usual 
terms.  H 


HOTELS 

We  are  pleaseJ  to 
announce  two  aJJitions  to  our 
family  of  fine  hotels: 

New  York 
Milan 


Hotels 

united  states 

Austin 

Boston 

Chicago 

Chicago 
(Ritz-Carlton) 

Houston 

Los  Angeles 

New  York 
(The  rierre) 

Newport  Beach 

Philadelphia 

San  Francisco 

Seattle 

Washington,  D.C. 

CANADA 

Montreal 

Toronto 

Toronto 
(Inn  on  the  Park) 

\ancouver 

UNITED  KINGDOM 

London 
(Inn  on  the  Park) 

JAPAN 
Tokyo 

Resorts 

Bali 

Minaki,  Canada 

Nevis,  W.I. 

Dallas 
(Las  Colinas) 

Maui 
(Wailea) 

banta  Barhara 
(The  Biltmore) 

For  reservations,  call  vour  travel  counselor,  or  in  the  U.S. 
call:  (800)  332-3442;  .n  Canada  call:  (800)  268-6282. 


Four  Seasons 

Hotels  ♦Resorts 


At  Four  Seasons  Hotels,  we  know  that  brilliantly  shined  shoes  can  reflect  positively  on  those  who  wear 
them.  Thus,  ourvalets  will  unfailingly  polish  your  Oxfords  and  pumps  to  mirror-like  perfection, 
make  small  repairs,  if  needed,  then  return  the  sh  oes  with  dispatch  to  their  rightful  destination. 
And  not  only  is  the  shoeshine  worthy  of  compliments,  hut  at  Four  Seasons  it's  always  -— 
complimentary.  Which  fits  comfortably  with  our  belief  that  in  these  value-conscious  rOLIl  3CclS0I"1S 
times,  the  demands  of  your  trip  should  demand  nothing  less  than  Four  Seasons  Hotels.    Hotels  'Resorts 


runu  ounuci 


Ever  tell  yourself,  "I  could  run  a  fund  better  than 
those  bozos"?  Jimmy  Baker  did— so  he  started  his  own. 

Do  it  yourself 


By  Seth  Lubove 

THE  DUSTY  TOWN  of  Victoria,  Tex.  is 
an  unlikely  place  to  look  for  financial 
wizards.  Cattle  graze  near  the  airpori 
runway,  peering  warily  at  the  occa- 
sional puddle  jumper  that  plops  down 
from  Houston.  Once  a  booming  oil 
tow  n,  Victoria  is  now  known  for  hav- 
ing one  of  the  country's  biggest  trash 
bag  factories. 

It's  also  home  to  a  new  mutual  fund 
entrepreneur.  Jimmy  Baker,  36,  a  CPA 
in  Victoria,  should  soon 
have  a  go  ahead  from  the 
Securities  &  Exchange 
Commission  to  open  the 
Am  Trust  Value  Fund.  The 
fund  shares  Jimmy's  three- 
room  CPA  office  in  Victoria, 
dow  n  from  a  sorghum  field. 
His  mom  answers  the 
phone;  his  wife  files  docu- 
ments and  stuffs  envelopes. 

Most  of  the  more  than 
4,200  funds  out  there,  of 
course,  are  run  by  profes- 
sional money  management 
firms.  But  there's  nothing 
to  stop  a  determined  ama- 
teur from  hanging  out  a 
shingle.  All  you  need  to 
open  a  fund  is  a  few  grand 
for  legal,  accounting  and 
SEC  fees.  Who  knows?  May- 
be you'll  hit  a  lucky  streak, 
get  written  up  in  a  business 
magazine  and  soon  be  rak 
ing  in  millions  in  fees. 

Don't  count  on  it,  though.  You 
can't  even  get  a  listing  in  the  newspa- 
per until  your  fund  has  hit  $25  million 
in  assets.  And  experts  at  the  big  fund 
houses  say  a  fund  can't  break  even  for 
its  sponsor  until  it  has  at  least  $  1 00 
million.  Jimmy  Raker  is  a  long  way 
from  that. 

But  Baker  is  also  living  proof  that 
you  don't  need  big  bucks  or,  for  that 
matter,  much  in  the  way  of  credentials 
to  be  a  money  manager.  He  has  an 
undergraduate    accounting  degree 


from  the  University  of  Texas  at  Aus- 
tin. His  investing  career  began  inaus- 
piciously  in  1987,  when  he  lost 
$3,000  buying  penny  stocks  from  the 
odious  Blinder,  Robinson  &  Co. 

For  training,  Baker  read  Peter 
Lynch's  One  Upon  Wall  Street  twice; 
he  keeps  it  on  his  bedstand,  next  to 
the  Bible.  He  has  added  financial 
planning  to  his  CPA  practice,  and  now 
has  40  customers  in  no-load  mutual 


Fund  entrepreneur  Jimmy  Baker 
Who  says  you  can't  start  a  fund  on  a  shoestring? 


funds.  In  1990  Baker  applied  as  an 
analyst  at  30  big  fund  sponsors.  None 
would  give  the  time  of  day  to  a  man 
with  no  experience  and  lacking  in 
credentials.  So  he  decided  to  start  a 
fund  of  his  own. 

A  securities  lawyer  told  Raker  that 
legal  advice  on  starting  a  fund  could 
cost  up  to  $250,000^  Raker  didn't 
have  the  money,  so  he  called  the  skc 
and  asked  for  help.  The  agency  sent 
him  a  free  inch  thick,  red-covered 
booklet  titled  "Investment  Company 


Registration  Package." 

The  nearly  impenetrable  legalese 
included  sample  registration  forms. 
The  language  sounded  familiar.  Raker 
grabbed  a  clutch  of  fund  prospec- 
tuses. Sure  enough,  even  the  big  fund 
companies  lifted  most  of  their  legal 
boilerplate  word  tor  word  from  the 
booklet. 

"Well,  I  can  do  that,"  Raker  decid- 
ed. He  cribbed  the  basic  language  for 
his   registration    form    from  other 
funds'    prospectuses    and    the  SE< 
booklet. 

Then  came  a  decision.  What  to  put 
dow  n  for  investment  objective?  Raker 
likes  such  small,  out-of-the-way  com- 
panies as  Spartan  Motors,  which 
makes  fire-truck  chassis,  and  NAJ 
Technologies,  a  producer  of  portable 
rugged  computers.  So  he  wrote, 
"The  Fund  will  primarily  invest  in 
common  stocks  of  small  to 
midsize  capitalized  domes- 
tic companies  .  .  .  selected 
particularly  on  the  basis  of 
.  .  .  'Value'  investing." 

To  begin  selling  to  the 
public,  a  hind  must  have 
commitments  of  at  least 
$100,000.  Raker  lined  up 
pledges  of  about  $1  million 
from  about  a  dozen  of  his 
clients  and  his  own  savings 
and  borrowings. 

The  SEC  requires  a  fund 
to  have  a  board  of  directors, 
at  least  40%  of  whom  are 
unaffiliated  with  the  fund. 
Raker  asked   his  buddies 
Paul  Frdelt,  an  artist,  and 
Leonard  Moore,  owner  of  a 
work  clothes  business,  to 
join  him  on  the  board. 
They  will  get  no  compensa- 
tion this  year;  Raker  has  no 
need   to   reimburse  their 
travel  costs,  since  they  both 
live  in  town.  The  law  prevents  Raker 
from  auditing  the  fund  himself,  so  he 
asked  his  chum  Michael  Klingle,  an- 
other Victoria  CPA,  to  be  the  hind's 
accountant.  Klingle  will  bill  AmTrust 
$5,000  or  so,  versus  the  $1 1 ,000  that 
Price  Waterhouse  charged  Vanguard 
Fxplorer  Fund  last  year. 

After  a  year  of  work,  Raker  finished 
his  application  this  May  and  sent  it  to 
the  SEC  with  a  $10,375  fee,  nonre- 
fundable. A  month  later  the  sfc:  re- 
turned it,  demanding  the  prospectus 
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:lear  up  the  definition  and  wording  of 
:he  fund's  investment  strategy. 

One  stumbling  block:  The  fund 
lad  to  have  a  transfer  agent  and  a 
:ustodian.  As  transfer  agent,  which 
'ecords  sales  and  redemptions,  Baker 
volunteered  his  management  compa- 
ly,  Am  Trust  Capital  Resources  Inc. 
rhe  largest  transfer  agent,  dst  Sys- 
ems  of  Kansas  City,  would  charge  an 
iverage  of  $22.34  per  account  a  year; 
taker's  1%  management  fee  will  cover 
he  cost. 

Finding  a  custodian,  which  pro- 
vides safekeeping  for  the  securities 
jwned  by  the  fund,  was  trickier.  Two 
ocal  banks  turned  Baker  down;  they 
iidn't  even  know  what  a  custodian 
vas.  State  Street  Bank  &  Trust,  the 
Boston  giant  that  dominates  the  cus- 
odv  business,  would  charge  between 
512,000  and  $25,000  a  year,  depend- 
ng  on  turnover.  Baker  swung  a  deal 
vith  a  trust  company  in  Waco,  which 
vill  help  him  out  for  $12  an  account 
>er  year. 

Baker  will  advertise  his  no-load 
find  in  the  Victoria  Advocate  (circu- 
ation,  38,000);  then  he  plans  to  buy 
pace  in  the  programs  handed  out  at 
ocal  high  school  football  games. 
Dreyfus  Corp.  spent  $56  million  on 
idvertising  and  promotion  in  1992; 
taker's  budget  is  $2,000  to  $3,000. 
iince  he  can't  afford  Wall  Street  re- 
earch  or  data  feeds  ("The  Bloom- 
)erg?  What's  that?"  he  asks),  he'll  do 
ill  his  own  security  analysis. 

Baker  thinks  he  can  break  even  on 
issets  of  $1.5  million  or  so,  on  which 
le  will  collect  a  1%  management  fee. 
'Hey,  look  where  we  live,"  he  laughs. 
'You  start  up  a  fund  in  New  York  City 
nd  expenses  are  terrible." 

But  how  can  Baker  distinguish  his 
und  from  the  thousands  of  others  out 
here?  As  his  promotional  flyer  puts  it: 
'There's  one  thing  different  about 
his  new  fund.  You  will  personally 
mow  the  investment  adviser  and  the 
>ortfolio  manager:  MeV 

Want  to  do  what  Jimmy  Baker  has 
lone?  Two  good  resources  are  A 
Practical  Guide  to  the  Investment 
Company  Act,  by  the  law  firm  of 
3ordon,  Altman,  Butowsky,  Weitz- 
:n,  Shalov  &  Wein  (Merrill/Magnus 
Publishing,  St.  Paul,  Minn.;  $125), 
ind  The  Arlen  Mutual  Fund  Hand- 
wok  (Arlen  Communications,  New 
fork;  $350).  Ml 
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INTRODUCING 

TWO  NEW 
MEMBERS  OF 
OUR  FAMILY. 


We're  proud  to  announce 
the  arrival  of  a  pair  of 
brand  new  Janus  Funds  - 
and  a  golden  opportunity 
to  get  in  on  the  ground 
floor  of  two  promising 
investments. 

JANUS  MERCURY  FUND 
is  a  nondiversified,  long- 
term  growth  fund.  Its  goal  is 
capital  appreciation,  pri- 
marily through  invest- 
ments in  common  stock. 
Because  the  fund  is  nondi- 
versified, it  will  have  a  higher 
concentration  of  certain 
stocks  in  its  portfolio.  This 
may  give  it  more  volatility, 
but  it  will  also  allow  Janus 
Mercury  Fund  to  take  full 
advantage  of  stocks 
with  outstanding 
growth  potential. 


JANUS  FEDERAL  TAX-EXEMPT 
FUND  1  is  designed  to 
achieve  as  high  a  level  of 
current  income  as  possible 
-  income  exempt  from  feder- 
al income  tax  -  while  still 
preserving  capital.  It's  ideal 
for  investors  who  want  con- 
sistent income  and  a  tax 
break,  because  it  invests 
primarily  in  securities  that 
produce  federally  tax- 
exempt  income. 

To  find  out  more  about 
our  growing  family  of  funds, 
call  or  send  in  the  coupon 
today  for  a  prospectus 
containing  more  complete 
information.  Please  read  it 
carefully  before  you  invest. 
BECAUSE  IT'S  NOT  HOW 
MUCH  YOU  INVEST. 
IT'S  HOW  SMART. 


JANUS  FUNDS 

P.O.  Box  173375,  Denver,  CO  8021 7-3375 

1-800-525-8983  Ext  432 


YES-  '  wou'd  ''^e  to  know  more  about  Janus  Mercury  Fund 


Name 


Address 


I 
i 


and  Janus  Federal  Tax-Exempt  Fund! 


City/State/Zip 


Janus  Funds  are  no-load  mutual  funds. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8983 
Ext.  432 


I 
I 


With  the  market  hitting  new  highs,  this  is  the  right 
time  to  remember  that  even  good  funds  can  sutler  sharp 
losses.  We  don't  know  when  the  market  will  take  its  next 
big  dive,  bul  we  do  know  that  it  will.  Therefore,  the  wise 
investor  will  pay  attention  to  risk,  especially  a  fund's  record 
in  dealing  w  ith  bear  markets.  The  tables  for  our  Best  Buy 
stock  funds,  beginning  on  page  88,  and  our  honor  roll, 
page  94,  show  each  fund's  sharpest  loss  over  a  period  of  at 
least  two  months  since  June  30,  1983. 

We  assign  separate  grades  to  performance  in  bull  and 
bear  markets.  Most  funds  do  well  in  only  one  kind  of 
market  env  ironment.  No  matter  how  well  it  has  performed 
in  bull  markets,  a  fund  with  a  low  bear  market  grade  has 
high  risk.  Stick  to  funds  w  ith  down-market  grades  w  ithin 
your  level  of  risk  tolerance. 

In  the  last  decade  the  market  has  been  mostly  bullish.  So 
straight  line  performance  numbers,  used  by  many  publica- 
tions, necessarily  give  more  weight  to  w  hat  a  fund  can  do 
in  bull  markets  than  what  it  does  in  bear.  Our  system,  in 
contrast,  gives  equal  prominence  to  down-market  perfor- 
mance. This  year  we  can  ed  out  a  new  market  cycle,  May  to 
October  1990,  for  stock  funds  (see  chart  opposite)  to 
capture  more  recent  down-market  performance. 

We  compare  funds  with  records  over  three  up  periods 
and  grade  them  on  a  curve  for  bull  market  performance. 
Funds  with  only  two  segments  of  bull  market  performance 
are  graded  separately  against  one  another.  We  do  the  same 
for  bear  market  grades.  For  funds  in  existence  for  three  up 
ami  down  market  cycles,  the  top  5%  of  funds  in  each 
category  are  graded  A+;  the  next  15%,  A;  the  next  25%,  B; 
the  next  25%,  C;  the  next  25%,  D;  the  last  5%,  F. 

Balanced  (p.  158),  global  (p.  164)  and  foreign  stock 
funds  (p.  166)  are  also  graded  against  one  another  over 
market  cycles.  Junk  bonds  (p.  196)  perform 
much  like  stocks,  so  we  grade  them  over  2V-2 
long  up  and  down-market  cycles  starting 
October  1984.  In  contrast,  high  grade- 
bonds  and  municipal  bonds  bounce  up  and 
down  from  month  to  month.  We  compute 
bull  and  bear  market  grades  tor  taxable  bond 
funds  (p.  172)  and  municipal  bond  funds  (p. 
182)  by  dividing  the  last  five  years  into 
indiv  idual  bull  and  bear  months. 

The  "average  annual  total  return"  shows 
the  compound  annual  return  over  the  full 
rating  period.  This  and  other  performance 
figures — yield  and  12-month  total  return — 
are  reported  net  of  the  expenses  taken  off  the 
top  by  the  fund  sponsor.  In  the  calculations 
of  total  return  we  assume  that  all  distribu- 
tions are  reinvested  in  additional  shares  at  the 
end  of  the  month  in  which  the  fund  went  ex- 
dividend. 

Yield  is  the  sum  of  div  idends  from  inv  est- 
ment income  over  the  past  12  months  divid- 
ed by  the  June  30  net  asset  value.  This  does 
not  include  capital  gain  distributions.  Ourl 


yields  may  differ  from  30  day  yield  as  defined  by  the 
Securities  &  Exchange  Commission. 

When  shopping  for  a  fund,  pay  close  attention  to  the 
expense  ratio.  Management  tees  and  other  expenses  are  a 
dragon  performance  because  they  get  deducted  from  ydui 
return  year  after  year.  A  high  management  tee  may  seem 
worth  paying  when  a  fund  is  on  a  hot  streak.  When  the 
streak  ends,  however,  the  performance  will  be  gone,  while 
the  high  expenses  will  still  be  there.  Annual  expenses 
include  management  fees,  12b  1  fees  for  marketing  and 
distribution  and  overhead.  They  do  not  include  interest  or 
brokerage  commissions  for  the  fund's  traeiing. 

Our  performance  numbers — both  those  displayed  in 
the  tables  and  those  used  to  award  grades —do  not  take 
into  account  the  load  or  sales  charge.  Thus  we  are 
measuring  portfolio  management  skills  rather  than  invest- 
ment results.  The  only  exception  is  in  the  "hypothetical 
results"  column  of  the  honor  roll.  The  performance  of  a 
closed  end  fund  is  calculated  on  its  portfolio's  net  asset 
value  per  share,  not  its  market  price. 

Sometimes  a  fund  sponsor  merges  a  large  fund  with  a 
bad  record  into  a  small  fund  with  a  clean  record.  We  treat 
this  transaction  as  if  the  merger  had  gone  the  rev  erse  w  ay, 
thus  preserving  the  large  fund's  performance  history.  We 
acknowledge  the  name  change  but  refuse  to  accept  the 
"new"  performance  record. 

A  number  of  fund  distributors  are  giving  investors  a 
choice  between  shares  with  a  front-end  load  and  little  or 
no  12b- 1  fees  ( "Class  A" )  or  shares  with  a  declining  back- 
end  load  and  fairly  high  12b- 1  fees  ("Class  B" ).  We  report 
performance  and  expenses  for  the  former  type  of  shares 
but  assets  for  the  entire  fund;  returns  and  expenses  can  van' 
substantially  betw  een  the  different  share  classes. 

To  be  included  in  the  annual  survey,  a  fund  must  have  a 
minimum  investment  below  $250,000  and  be  open  to  the 
public.  An  exception  to  the  latter  rule  is  made  for  certain 
w  idely  held  membership-only  funds,  such  as  those  of  the 
American  Association  of  Retired  Persons. 

A  fund  must  have  12  months  of  perfor- 
mance data  before  we  add  it  to  this  survey.  It 
also  must  reach  a  certain  size:  S25  million  for 
domestic  equity  funds  or  foreign  funds  of  any 
type,  $100  million  for  bond  funds  and  tax- 
free  money  markets,  $500  million  for  taxable 
money  markets.  We  further  narrow  the  mon- 
ey fund  list  by  limiting  it  to  the  funds  with  the 
lowest  expense  ratios  (see  p.  200). 

Most  of  the  data  tor  these  tables  come  from 
(  DA  Investment  Technologies,  Inc.  and  our 
own  surveys.  Morningstar,  Inc.  provided  us 
w  ith  the  price/earnings  ratios  and  some  of 
the  data  on  median  market  capitalization. 
Our  figures  on  money  market  funds  come 
courtesy  of  Micropal,  Inc.,  based  in  Boston. 

To  contact  the  funds,  see  our  distributor 
listing  starting  on  page  202.  Please  note: 
Closed  end  funds,  such  as  Bergstrom  Capi- 
tal, do  not  hav  e  distributors.  For  information 
on  a  closed  end  fund,  contact  your  broker  or 
any  standard  reference,  such  as  Value  Line, 
Morningstar  or  Standard  &  Poor's.  IB 
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Stock  funds 


)RBES  rates  domestic  stock  funds  against  the  three  latest 
i  and  down  market  cycles  of  the  Standard  &  Poor's  500 
ice  index.  To  be  graded,  a  fund  must  have  been  around 
r  at  least  two  hill  market  cycles — in  this  survey,  that 
sans  data  going  back  to  Aug.  31,  1987.  We  show 
mpound  annual  average  total  return  for  the  decade 
vered  by  the  three  market  cycles.  We  also  show,  courtesy 


of  Morningstar,  Inc.,  each  portfolio's  weighted  average 
price/earnings  ratio  and  its  median  market  capitalization, 
indicating  whether  a  fund  likes  growth  or  value,  large  or 
small  companies.  See  the  table  of  distributors,  beginning 
on  page  202,  for  open-end  funds'  telephone  numbers.  A 
closed  end  fund  like  Bergstrom  Capital  has  no  distributor; 
if  you  want  to  buy  shares,  call  a  stockbroker. 


tising  markets 

7/31/84  to 
8/31/87 

11/30/87  to 
5/31/90 

10/31/90  to 
6/30/93 

declining  markets 

6/30/83  to 
7/31/84 

8/31/87  to  1                       1  5/31/90  to  I 
11/30/87                            1  10/31/90 

Ratio  scale  300 
6/30/83=100) 

200 

The  Standard  &  Poor's  500  price  return  index, 
scaled  so  that  June  30,  1983  is  100,  shows 
the  market  cycles  against  which  FORBES 
measures  U.S.  stock  fund  performance. 

Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP  DOWN 

annual 

last 

% 

6/30/93 

average 

market 

sales 

expenses 

—markets— 

average 

12 

<$mil) 

P/E 

cap 

charge 

per 

6/83 

months 

($bil) 

$100 

to  6/93 

Standard  &  Poor's  500  stock  average 

14.4% 

13.5% 

2.8% 

Forbes  stock  fund  composite 

11.5% 

19.0% 

1.4% 

$1.25 

AAL  Capital  Growth/AAL 

 * 

9.8% 

1.8% 

$768 

19.8 

$17.7 

4.75% 

$1.20 

■  B  iD 

AARP  Growth-Capital  Growth/Scudder 

 * 

17.4 

0.4 

544 

•20.7 

3.0 

none 

1.05 

hD  iA 

AARP  Growth-Growth  &  Income/Scudder 

* 

15.2 

2.8 

1,316 

18.7 

4.9 

none 

0.86 

D  C 

ABT  Growth  &  Income  Trust/ABT 

9.4% 

12.1 

2.3 

81 

196 

4.5 

4.75 

1.23 

A+  D 

ABT  Invest-Emerging  Growth/ABT 

13.1 

34.7 

none 

49 

36.0 

2.1 

4.75 

1.26 

F       A  + 

ABT  Utility  Income/ABT 

12.4 

24.4 

4.4 

154 

15.3 

37 

4.75 

1.17 

A  C 

Acorn  Fund/Acorn 

16.0 

41.1 

1.1 

1,748 

27.8 

0.8 

t 

0.64 

D  A 

Adams  Express/closed-end 

12.7 

15.6 

2.2 

706 

20.7 

5.1 

NA 

0.42 

■  C  mC 

Addison  Capital  Shares/Addison 

* 

20.9 

1.1 

38 

16.9 

2.5 

300 

2.13 

■  C  «B 

Advantage  Growth  Fund/Advest 

 * 

14.7 

0.2 

72 

20.4 

5.4 

4.00b 

206 

(Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  for  full  period.  tClosed  to  new  investors.  ^Distributor  may  impose 
edemption  fee,  with  proceeds  reverting  to  other  fund  shareholders.  '  'Available  only  through  monthly  contractual  plan,  a:  Net  of  absorption  of  expenses  by  fund 
ponsor.    b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available. 

Rules,  page  126.  Distributor  table,  page  202. 
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FUND  SURVEY 


Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP 

DOWN 

annual 

idsi 

% 

6/30/93 

average 

market 

sales 

expense; 

—markets— 

average 

12 

($mil) 

P/E 

cap 

charge 

per 

6/83 

months 

($bil) 

$100 

to  6/93 

Standard  &  Poor's  500  stock  average 

14.4% 

13.5% 

n  go/ 

Forbes  stock  fund  composite 

11.5% 

19.0% 

1  A0/ 
1,47b 

ti  o<; 

ilYD 

R 
D 

Affiliated  Fund/Lord  Abbett 

13.5% 

15.0% 

3.4% 

$4,009 

20.0 

$7.7 

5.75% 

$0.60 

A 

■  F 

AIM  Aggressive  Growth  (Q/AIM 

49.6 

none 

97 

NA 

NA 

5.50 

1.25a 

C 

B 

AIM  Equity-Charter/AIM 

12.7 

12.9 

2.7 

1.544 

18.7 

11.9 

5.50 

115 

A  + 

F 

AIM  Equity-Constellation/AIM 

13.7 

34.8 

none 

2.281 

25.9 

1.4 

5.50 

120 

A 

D 

AIM  tquity-Weingarten/AlM 

13.1 

7.4 

U.j 

WIS 

7  Q 

/.y 

D.DU 

UU 

C 

C 

AIM  r.H„4l,  C.^A  irMMM 

AIM  Growth  rund  (L)/AIM 

9.9 

8.3 

U.D 

14a 

on  q 

7  Q 

D.DU 

1  1  7 
I. if 

AIM  Summit  Fund/AIM 

10.6 

16.3 

1.0 

650 

21.2 

5.1 

** 

0.76 

AIM  Utilities  Fund  (O/AIM 

* 

21.2 

4.4 

152 

15.7 

2.1 

5.50 

1.17 

A 

■  C 

AIM  Value  Fund  (O/AIM 

27.9 

0.6 

443 

22.6 

1.8 

5.50 

1.16 

Alger  Fund-Small  Capitalization/Alger 

* 

25.6 

none 

266 

33.4 

0.5 

5.00b 

2.10 

■  D 

■  B 

Alliance  Counterpoint-A/Alliance 

— 

7.8 

U.4 

GO. 
00 

lfi  f\ 

io.U 

1  7  1 
ll.i 

D.DU 

1.3/ 

B 

D 

Alliance  Fund-A/Alliance 

11.7 

23.7 

U.b 

fill 

OJ 1 

on  n 

7  C 

D.DU 

i 

I.U3 

E 

l 

Alliance  Global-Small  Cap-A/Alliance 

5.5 

7.6 

none 

64 

20.9 

0.2 

5.50 

2.37 

C 

B 

Alliance  Growth  &  Income-A/Aliiance 

13.2 

12.4 

2.4 

478 

17.7 

9.4 

5.50 

1.03 

Alliance  Growth  Fund-AVAIIiance 

— * 

28.6 

0.6 

80 

22.6 

1.9 

5.25 

1.40a 

B 

D 

Alliance  Quasar  Fund-A/Alliance 

9.6 

17.6 

none 

239 

21.2 

0.3 

5.50 

1.65 

A 

F 

Alliance  Technology-A/Alliance 

9.2 

44.9 

none 

1  7*3 

1/5 

£0.0 

u.y 

D.DU 

1  CI 
l.Ol 

■  F 

■  A 

Charles  Allmon  Trust/closed-end 

6.5 

9  Q 

i.o 

1  01 
Lit 

Ifl  7 

U./ 

ma 

i  11 

l.OJ 

B 

c 

Amcap  Fund/American  Funds 

11.9 

13.1 

1.2 

3,011 

20.2 

6.3 

5.75 

0.73 

C 

B 

American  Capital  Comstock-A/American  Cap 

11.3 

14.0 

2.6 

975 

20.1 

10.0 

5.75 

1.00 

A 

D 

American  Capital  Emerging  Grow-A/Amencan  Cap 

11.1 

41.7 

none 

522 

31.8 

1.3 

5.75 

1.16 

B 

D 

American  Capital  Enterprise-A/American  Cap 

11.1 

18.5 

1.1 

818 

23.7 

3.0 

5.75 

0.99 

D 

B 

American  Capital  Growth  &  Inc/Amencan  Cap 

10.5 

16.3 

0  O 

LI 

19U 

lb.!) 

C  0 
0.3 

j./O 

1.13 

C 

B 

American  Capital  Pace-A/American  Cap 

10.8 

15  0 

1.1 

9  A1C 

0/1  c 

D./J 

i  nn 
l.UU 

American  Gas  Index/Rushmore 

* 

316 

3.2 

238 

16.3 

1.5 

none 

0.85 

D 

A 

American  Growth  Fund/American  Growth 

9.3 

23.3 

0.8 

63 

21.0 

3.1 

5.75 

1.42 

American  Heritage  Fund/Amer  Heritage 

— * 

40.5 

5.4 

38 

13.8 

0.4 

none 

1.89 

C 

A 

American  Leaders-A/Federated 

13.8 

17.5 

1.8 

212 

16.7 

7.2 

4.50 

1.19a 

D 

A 

American  Mutual  Fund/American  Funds 

13.5 

15.7 

o  n 

3.9 

c  i  on 

19.  b 

i  n  t 
10.1 

C  7C 
D./D 

U.oU 

D 

D 

American  National  Growth/Securities  Mgmt 

7.9 

8.0 

1  7 
1/ 

ZU.4 

1  0  1 

lo.l 

C  7£ 
D./D 

1  H7 
1.U/ 

D 

A 

American  National  Income/Securities  Mgmt 

11.0 

10.1 

2.5 

117 

18.8 

10.4 

5.75 

1.18 

American  Performance  Equity/Winsbury 

9.3 

1.2 

64 

18.9 

3.6 

4.00 

1.18a 

B 

C 

Amway  Mutual  Fund/Amway 

11.5 

17.9 

0.3 

60 

NA 

NA 

3.00 

1.10B 

F 

A  + 

Analytic  Optioned  Equity/Analytic 

10.1 

8.4 

2.4 

90 

19.0 

10.5 

none 

1 02a 

■  F 

■  A 

Anchor  Gold  &  Currency/closed-end 

.  * 

30.4 

none 

26 

NA 

NA 

NA 

1.21 

■  B 

■  D 

API  Trust-Growth/Amer  Pension 

 * 

18.0 

none 

46 

25.1 

2.8 

none 

195a 

ASO  Outlook  Group  Equity/Winsbury 

18.0 

2.1 

148 

21.5 

6.4 

4.50 

0.95a 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  for  full  period.  tClosed  to  new  investors.  §Distnbutor  may  impose 
redemption  fee,  with  proceeds  reverting  to  other  fund  shareholders.  *  'Available  only  through  monthly  contractual  plan,  a:  Net  of  absorption  of  expenses  by  fund 
sponsor,    b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available.    'Formerly  Equitable  Funds-Growth-A. 


Rules,  page  126.  Distributor  table,  page  202. 
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FUND  SURVEY 


— Total  return   Yield       Assets  Weighted  Median  Maximum  Annual 

annual       last  %       6/30/93  average  market  sales  expenses 

average        12  ($mil)        P/E         cap  charge  per 

6/83      months  ($bii)  $100 
to  6/93 


Standard  &  Poor's  500  stock  average 

14.4% 

13.5% 

2.8% 

Forbes  stock  fund  composite 

11.5% 

19.0% 

1.4% 

$1.25 

ASO  Outlook  Group  Regional  Equity/Winsbury 

— 

20.9% 

1.2% 

$37 

22.7 

$1.2 

4.50% 

$0.82a 

Atlas  Growth  &  Income/Atlas 

 * 

13.0 

1.7 

47 

19.9 

7.9 

2.50 

1.17a 

A 

■  D 

Babson  Enterprise  Fund/Jones  &  Babson 

— 

20.8 

0.5 

200 

21.2 

0.1 

t 

1.11 

C 

C 

Babson  Growth  Fund/Jones  &  Babson 

10.9% 

14.3 

1.6 

245 

18.0 

6.1 

none 

0.86 

■  C 

■  D 

Babson  Value  Fund/Jones  &  Babson 

* 

12.3 

3.9 

38 

19.8 

6.1 

none 

1.01 

■  D 

■  A 

Baird  Blue  Chip/Baird 

8.4 

0.9 

67 

21.2 

15.3 

5.75 

1.50 

■  B 

■  D 

Baird  Capital  Development/Band 

 * 

18.0 

0.4 

50 

19.0 

0.4 

5.75 

1.70 

D 

C 

Baker,  Fentress  &  Co/closed-end 

8.1 

10.2 

1.8 

439 

25.6 

2.3 

NA 

0.76 

Baron  Asset  Fund/Baron 

 * 

30.1 

none 

52 

24.7 

0.3 

none 

1.70 

D 

A 

Bartlett  Capital-Basic  Value/Bartlett 

11.1 

8.8 

1.9 

100 

16.3 

3.8 

none 

1.21 

Benham  Equity  Growth/Benham 

* 

19.0 

2.8 

57 

15.8 

4.3 

none 

0.75a 

Benham  Income  &  Growth/Benham 

 * 

19.8 

2.8 

186 

16.0 

5.4 

none 

0.75a 

A 

D 

Berger  One  Hundred/Berger 

13.4 

35.5 

none 

1,088 

31.4 

1.4 

none 

1.64a 

C 

B 

Berger  One  Hundred  and  One/Berger 

11.4 

17.5 

0.3 

68 

20.8 

1.9 

none 

2.31a 

B 

A 

Bergstrom  Capital/closed-end 

17.6 

-3.1 

1.2 

110 

18.0 

5.3 

NA 

0.79 

B 

■  0 

Berwyn  Fund/Berwyn 



21.9 

0.3 

43 

16.3 

0.1 

none§ 

1.38 

C 

C 

Wm  Blair-Growth/Wm  Blair 

10.0 

16.2 

0.5 

126 

24.2 

2.3 

none 

0.78 

■  C 

■  D 

Blue  Chip  Value/closed-end 

16.4 

1.5 

77 

16.0 

6.4 

NA 

1.24 

C 

B 

Boston  Co  Capital  Appreciation/Boston  Co 

12.3 

14.9 

1.3 

353 

18.5 

5.5 

none 

1.14 

A 

■C 

Boston  Co  Special  Growth-Retail/Boston  Co 



48.4 

none 

62 

29.3 

1.3 

none 

1.79a 

■  A 

■  D 

Brandywine  Fund/Brandywine 

36.9 

0.0 

1,130 

27.2 

1.9 

none 

1.10 

C 

D 

Bull  &  Bear  Special  EquitiesVBull  &  Bear 

6.6 

42.6 

none 

69 

24.4 

1.4 

none 

2.62 

D 

A  + 

Burnham  Fund/Burnham 

12.6 

15.2 

4.1 

119 

19.6 

14.8 

3.00 

1.43 

Calvert-Ariel  Appreciation/Calvert 

9.9 

0.4 

198 

18.1 

0.7 

4.75 

1.38a 

■  B 

■  D 

Calvert-Ariel  Growth  Fund/Calvert 

_* 

8.6 

2.6 

236 

17.5 

0.6 

t 

1.23 

Calvert  Social  Inv-Equity/Calvert 

10.9 

0.8 

82 

20.3 

2.4 

4.75 

1.16 

■  D 

■  A 

Capital  Income  Builder/American  Funds 

10.8 

4.8 

2,200 

18.4 

10.5 

5.75 

0.81 

D 

C 

Capstone  US  Trend/Capstone 

9.7 

9.5 

1.5 

100 

20.6 

12.1 

4.75 

1.13 

C 

B 

Cardinal  Fund/Cardinal 

13.0 

8.5 

2.5 

280 

17.6 

6.5 

6.00 

0.70 

C 

C 

Central  Securities/closed-end 

9.8 

43.3 

0.8 

193 

20.5 

1.6 

NA 

0.88 

A 

B 

Century  Shares  Trust/Century  Shares 

16.2 

23.7 

1.6 

272 

14.5 

3.6 

none 

0.84 

A  + 

D 

CGM  Capital  Development/CGM 

18.5 

38.3 

0.7 

450 

12.7 

0.9 

t 

0.86 

C 

■  A 

Clipper  Fund/Clipper 

 * 

16.6 

1.8 

261 

19.5 

6.3 

none 

1.12 

B 

D 

Colonial  Growth  Shares  Trust-A/Colonial 

12.4 

18.0 

0.7 

204 

17.5 

2.0 

5.75 

1.16 

■  D 

■  D 

Colonial  Small  Stock-A/Colonial 

 * 

28.5 

none 

25 

19.1 

0.1 

5.75 

2.20 

■  D 

■  C 

Colonial  US  Equity  Index-A/Colonial 

 * 

11.9 

1.6 

51 

19.6 

13.5 

5.75 

1.37 

Columbia  Common  Stock/Columbia 

19.1 

1.6 

82 

20.1 

7.9 

none 

0.80 

und  rated  for  two  periods  only;  maximum  allowable  grade  A.  'Fund  not  in  operation  for  full  period.  "tClosed  to  new  investors.  §Dlstributor  may  impose 
iemption  fee,  with  proceeds  reverting  to  other  fund  shareholders.  '''Available  only  through  monthly  contractual  plan,  a:  Net  of  absorption  of  expenses  by  fund 
Dnsor.  b:  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Reflects  performance  of  Capital  Growth  prior  to  6/92 
irger. 
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   — Hula-! 


Performance  Fund/distributor 
UP  DOWN 
—markets— 


STOCK  FUNDS 


UNO  SURVEY 


Performance      Fund/distributor   Total  return   Yield       Assets     Weighted    Median    Maximum  Annual 

UP    DOWN  annual       last  %       6/30/93     average     market      sales  expenses 


-ma 

rkets- 

average 
6/83 
to  6/93 

12 
months 

($mil) 

P/E 

cap 
($bil) 

charge 

per 
$100 

Standard  &  Poor's  500  stock  average 

14.4% 

1 O  CO/ 

13.5% 

0  00/ 

2.8% 

Forbes  stock  fund  composite 

11.5% 

1  n  no/ 
19.0% 

1  AO/ 

1.4% 

t^  oc 

Jl.25 

B 

C 

Columbia  Growth  Fund/Columbia 

12.3% 

23.1% 

0.7% 

$567 

20.2 

$4.1 

none 

$0.82 

■  A 

■  F 

Columbia  Special  Fund/Columbia 

 * 

28.9 

none 

606 

24.3 

0.7 

none 

1.13 

■  C 

■  C 

Common  Sense-Growth/Common  Sense 

 * 

1 7  n 
l/.U 

n  7 
u./ 

1  OC7 

1,3b/ 

A  7 

1./ 

Q  cno/ 
O.DU/o 

1.10 

aD 

■  B 

Common  Sense-Growth  &  Inc/Common  Sense 

i  c  n 
15.U 

1  7 
1./ 

b/4 

on  n 

in  c. 
1U.D 

Q  cn 

i  no 
1.U9 

Compass  Capital  Equity-Income/Compass 

 * 

1 o o. 
13.3 

9.  9 
3.L 

LLX> 

17  1 

l/.l 

o.  71; 

3.1 J 

i  nn 

Compass  Capital  Growth/Compass 

* 

C  0 

5.6 

1  n 
l.U 

1  CO 

1  DO 

1 Q  7 

Vi.l 

C  7 

J.I 

O  7C 

n  oo 
U.yo 

D 

B 

Composite  Growth  Fund/Murphey 

11.0 

10.4 

1.9 

94 

18.3 

7.0 

4.50 

1.15 

■  B 

■  D 

Composite  Northwest  50  Fund/Murphey 

 * 

8.5 

0.5 

176 

21.4 

2.0 

4.50 

1.08 

Conestoga-Equity  Fund/Winsbury 

1  0 
\.L 

A  1 
41 

1C  Q 

ib.y 

7  n 

/.U 

a  nn 
4.UU 

i  in^ 
l.lUa 

■  B 

■  C 

Connecticut  Mutual-Growth/Pnelps 

0/1  1 

24.7 

o  n 

l.U 

Ci 

b4 

1  C  0 

lb.o 

A  0 

c  nn 

5.00 

1  07 

1.0/ 

D 

A  + 

Copley  Fund/Copley 

1  0  1 

13./ 

on  o 

29.8 

none 

55 

1  C  A 

15.4 

0  1 

3.1 

none 

1  1  A~ 

1.14a 

CoreFund-Equity  Index/SEI 

10  A 

12.4 

0  c 

2.5 

50 

19. b 

ion 

12.0 

none 

0.60 

CoreFund-Growth  Equity-A/SEI 

— 

14.5 

0.8 

69 

NA 

NA 

4.50 

0.87 

■  B 

■  B 

Counsellors  Tandem  Securities/closed-end 

 * 

17.8 

none 

79 

16.7 

6.1 

NA 

1.24 

■  D 

■  A 

Cowen  Income  +  Growth/Cowen 

13.7 

3.8 

35 

16.8 

10.8 

4.85 

i  on 

1.30 

B 

C 

Dean  Witter  American  Value/Dean  Witter 

IOC 

12.5 

00  0 

28.2 

n  1 
0.1 

/48 

on  n 

30.0 

o  n 

3.0 

c  nnu 
5.U0b 

1  70 

l.U 

Dean  Witter  Capital  Growth/Dean  Witter 

1  A 

-1.4 

none 

834 

i  o  n 

18.9 

a  n 

4.0 

c  nnu 

5.00b 

1  1 A 

1./4 

B 

D 

Dean  Witter  Developing  Growth/Dean  Witter 

6.0 

44.0 

none 

17C 

1/5 

OC  1 

35.1 

n  7 

0./ 

c  nnK 

5.00b 

1  00 

1.88 

C 

A 

Dean  Witter  Dividend  Growth/Dean  Witter 

14.3 

14.5 

2.3 

5.911 

18.9 

12.1 

5.00b 

1.40 

■  D 

■  B 

Dean  Witter  Equity  Income/Dean  Witter 

 * 

6.3 

1.6 

164 

16.6 

5.2 

5.00b 

2.01 

D 

C 

Dean  Witter  Natural  Resource  Dev/Dean  Witter 

7.4 

17.9 

1.3 

130 

00  1 

23.1 

4.4 

c  nnu 

5.00b 

1  nc 

1.96 

Dean  Witter  Utilities/Dean  Witter 

21.0 

4.1 

3.S74 

15.9 

5.1 

c  nnu 

5.00b 

i  cn 

1.59 

Dean  Witter  Value-Added  Mkt-Equity/Dean  Witter 

18.5 

0.7 

310 

on  o 

20.3 

3.1 

c  nnu 

5.00b 

1  on 

1.80 

C 

B 

Delaware  Group  Decatur  I/Delaware 

12.9 

15.8 

4.0 

1,517 

18.4 

9.5 

8.50 

n  70 

0./2 

■  D 

■  B 

Delaware  Group  Decatur  1  I/Delaware 

— * 

15.1 

3.2 

436 

19.9 

6.7 

5.75 

1.23 

■  B 

■  D 

Delaware  Group  Delcap  Fund  I/Delaware 

 * 

19.8 

none 

1,048 

23.6 

0.7 

5.75 

1.33 

A  i 

A  + 

c 

r 

Delaware  Group  Trend/Delaware 

9.9 

OC  0 

35.2 

none 

220 

00  0 

28.2 

n  o 

0.2 

C  OC 

5./5 

1  01 

■  A 

_  f% 
■  L 

Delaware  Group  Value/Delaware 

25.0 

n  o 

0.2 

t  no 

108 

17  1 

l/.l 

n  a 

0.4 

C  7C 

5./5 

1  00 

1.9a 

D 

D 

n 
D 

Dodge  &  Cox  Stock/Dodge 

ICO 

15.3 

21.9 

o  n 

2.0 

39/ 

on  c 

20.b 

7  0 

1.2 

none 

n  cyl 
0.b4 

c 

■  o 

Dreyfus  Appreciation/Dreyfus 

2.8 

1.1 

•Mi 

241 

ion 

18.9 

00  c 

23.6 

none 

1  1  A 

1.14 

c 

A 

Dreyfus  Capital  Growth/Dreyfus 

13.1 

10.8 

1.3 

575 

NA 

NA 

3.00 

0.97 

■  F 

■  A 

Dreyfus  Capital  Vaiue-A/Dreyfus 

— * 

-0.5 

5.1 

453 

NA 

NA 

4.50 

1.19 

Dreyfus  Edison  Electric  Index/Dreyfus 

20.2 

4.4 

95  . 

14.6 

5.2 

none 

NA 

D 

A 

Dreyfus  Fund/Dreyfus 

11.6 

10.0 

1.8 

2,910 

19.0 

9.3 

none 

0.74 

Dreyfus  Growth  &  Income/Dreyfus 

 * 

18.6 

1.9 

704 

22.2 

2.5 

none 

NA 

D 

C 

Dreyfus  Growth  Opportunity/Dreyfus 

9.4 

8.6 

0.2 

522 

22.9 

5.1 

none 

1.00 

■  B 

■  D 

Dreyfus  New  Leaders/Dreyfus 

20.2 

0.4 

273 

20.6 

0.3 

none§ 

1.21a 

■  Fund  rated  for  two  period?  only;  maximum  allowable  grade  /V  *Fund  not  in  operation  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose 
redemption  fee,  with  proceeds  reverting  toother  fund  shareholders.  "Available  only  through  monthly  contractual  plan,  a:  Net  of  absorption  of  expenses  by  fund 
sponsor,    b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available. 


Rules,  page  126.  Distributor  table,  page  202. 


134 
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"ft 


Scudder's  new  Pacific  Opportunities  Fund  gives  long-term 
vestors  easy  investment  access  to  some  of  the  world's  most 
pidly  growing  economies.  Invest  in  the  emerging  financial  mar- 
ls of  China,  Hong  Kong,  Malaysia,  Thailand,  Singapore,  Taiwan, 
id  South  Korea,  among  others.  And  help  reduce  the  risks  typi- 
lly  associated  with  investing  in  emerging  markets  abroad*  as 
iu  benefit  from  Scudder's  more  than  35  years  of  intensive 
search  and  active  portfolio  management  in  the  Pacific  Rim. 


'With  this  new 
Fund,  investment 
opportunities 
of  the  Far  East 
are  not  so 
far  away/ 


Call  today  for  more  information  on  this  new  pure  no-load"  fund  from  Scudder. 

Scudder  Pacific  Opportunities  Fund 
1-800-225-2470  ext.  6128 


:und  involves  emerging  market  volatility  and  currency  exchange 
sctuation.  Your  free  information  kit  includes  a  prospectus  with  more 
mplete  information  on  management  fees  and  other  expenses.  Please 
id  it  carefully  before  you  invest  or  send  money.  Scudder  Investor 
rvices,  Inc.,  Distributor. 

  — —  ■  —  ■  ■■■<■  ggp 


SCUDDER 


America's  First 
Family  of  No-Load  Funds 


We're  Looking  for  Millions  Of 
Missing  Homeowners. 

Millions  of  lower-income  families  have  the  lenders,  real  estate  agents,  credit  counselors, 

desire  to  buy  a  home.  Many  are  ready  now.  appraisers,  and  others  in  the  lending  industry. 

But  they  may  be  intimidated  by  the  buying  Together  we  created  an  outreach  program 

process.  Uncertain  how  the  system  works.  to  assist  lower-income  families  who  want  to 

Or  blocked  by  discrimination.  Others  just  buy  homes.  We  produced  a  guide  to  help  them 

need  a  little  help  getting  started.  They  may  decide  if  they're  ready.  And  we're  matching 

need  information  on  how  mortgage  lenders  up  families  with  professionals  in  their  area  who 

evaluate  employment  records.  Or  advice  on  can  help  them  with  the  home-buying  process. 


establishing  a  credit  history. 


Fannie  Mae  is  the  nation's 


These  are  problems  the  Showing  America  A  New  Way  Home,  largest  source  of  funds  for 
housing  industry  urgently  needs  to  address.      home  buyers.  For  more  information  about  our 

And  Fannie  Mae  is  taking  the  lead.  We're  efforts  to  help  people  overcome  the  barriers 
building  partnerships  by  bringing  together      to  homeownership,  call  us  at  1-800-548-9444. 

©199a  Fannie  Mae 


blUUK  rUNUS 


FUND  SURVEY 


Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP 

DOWN 

annual 

lac* 
lab'. 

% 

6/30/93 

average 

market 

sales 

expenses 

—markets— 

average 

12 

V-PH  III } 

P/F 

C3p 

rharop 

Lllol  gC 

per 

6/83 

months 

($bil) 

$100 

to  6/93 

Standard  &  Poor's  500  stock  average 

14.4% 

13.5% 

2.8% 

Forbes  stock  fund  composite 

11.5% 

19.0% 

1.4% 

$1.25 

■  F 

■  A 

ureyrus  oiraiegic  urowin/Lncyius 

 * 

2.1% 

none 

<t/ll 

1  7  A 
HA 

ti  i 

O.UU/o 

■  D 

■  A 

Dreyfus  Strategic  Invest-A/Dreyfus 

— * 

13.6 

UY/o 

zoy 

93  A 
16A 

9  G 
0.3 

/i  tin 

1  9fl 

l.oU 

D 

B 

Dreyfus  Third  Century/Dreyfus 

11.1% 

12.3 

0.5 

522 

25.5 

2.9 

none 

in 

Eaton  Vance  Equity-Income/Eaton  Vance 

~* 

12.5 

4.0 

48 

17.8 

5.0 

6.00b 

2.46 

C 

C 

Eaton  Vance  Growth/Eaton  Vance 

11.4 

5.2 

none 

140 

19.8 

4.2 

4.75 

0.92 

c 

D 

Eaton  Vance  Special  Equities/Eaton  Vance 

8.6 

12.3 

none 

80 

23.7 

1.9 

4.75 

0.96 

D 

A 

Pafrtn  \fanro  ^irir'u  llr  ciinn  Wonpo 
CdlUII  VailCc  olUCK/LdlUII  VdllUC 

12.9 

7.8 

9  9 
L.L 

RQ 

oj 

lj.0 

\A  9 

4./ J 

n  Q9 

D 

A  + 

Eaton  Vance  Total  Return/Eaton  Vance 

15.5 

22.6 

/I  Q 

£37 
Do/ 

1/1  3 
14. J 

o.z 

A  71 
4.  /  J 

1  10 
1.1U 

D 

■  B 

EBI  Equity  Fund/lnvesco 

 * 

8.0 

0.7 

93 

16.3 

4.7 

none 

2.25 

■  C 

■  A 

Eclipse  Financial  Asset-Equity/Eclipse 

26.2 

0.9 

173 

17.8 

0.4 

none 

1.15 

Emerald  Equity  Fund/Emerald 

10.5 

1.3 

157 

18.0 

13.8 

4.50 

0.81a 

Enterprise  Group-Cap  Apprec/Enterprise 

13.2 

none 

95 

27.7 

5.1 

4.75 

1.75 

c 

c 

Enterprise  Group— Growth/Enterprise 

10.7 

10.8 

none 

8/1 

99  3 
Ll.j 

0.4 

A  7s 
4./ j 

1  Kfla 
1.DU3 

Enterprise  Group— Growth  &  Inc/Enterprise 

 * 

13.9 

9  Q 

AC 
40 

on  n 

iiU.U 

A  Q 

A  71 
4./ j 

1  in? 

l.Dua 

B 

c 

Equity  Strategies  Fund/Whitman 

12.9 

34.3 

none 

99 

19.9 

0.6 

t 

1.18 

C 

c 

Evergreen  Fund/Lieber 

10.3 

12.0 

0.5 

714 

18.4 

1.3 

none 

1.12 

B 

B 

Evergreen  Limited  Market/Lieber 

16.0 

15.8 

none 

87 

19.0 

0.1 

none 

1.24 

D 

A 

Evergreen  Total  Return/Lieber 

12.7 

17.5 

5.3 

1,143 

18.0 

3.5 

none 

1.18 

■  C 

■  B 

Evergreen  Value  Timing/Lieber 

 * 

20.9 

i  n 

79 

1  L 

1Q  K 
13.0 

j.j 

none 

1  9.9. 
1.00 

D 

B 

tdl— vjrowin  common  oiocivrDL 

8.9 

27.4 

3  3 

99  A 
LLM 

fl  7 

J.UUU 

1  71 
1./ j 

■  B 

■  D 

Federated  Growth  Trust/Federated 

 * 

8.5 

1.1 

448 

18.2 

1.0 

none 

1.01 

B 

A 

Federated  Stock  Trust/Federated 

14. U 

1  o  n 

2.1 

496 

16.7 

7.2 

none 

0.99 

Fidelity  Advisor  Growth  Oppor/Fidelity 

20.3 

0.6 

1,413 

21.0 

3.6 

4.75 

1.69 

Fidelity  Blue  Chip  Growth/Fidelity 

25.8 

0.5 

743 

22.5 

3.4 

3.00 

1.25 

■  B 

■  C 

riuciiiy  v^dpiidi  Hpprccidiiuri/riuciiLy 

 * 

21.7 

i  i 
i.i 

1  ,L  JO 

93  1 

fl  s 

U.J 

3  0(1 

J.UU 

fl  77 

A  + 

D 

PiHolifu  r^rtntr^f  1 1 n/H IV idol itu 

riuciiiy  uuiiirdiunu/nuciity 

16.6 

28.1 

(1 7 

u.  / 

4,U  J  / 

90  5 

L\J.  J 

1  l 

i .  i 

3  on 

J.UU 

f)  87 
u.o/ 

A 

C 

Fidelity  Destiny  Portfolio  l/Fidetity 

15.9 

23.9 

1.7 

2,869 

19.3 

6.7 

** 

0.66 

■  A 

■  D 

Fidelity  Destiny  Portfolio  ll/Fidelity 

23.3 

1.4 

1,061 

20.1 

3.6 

** 

0.87 

Fidelity  Disciplined  Equity/Fidelity 

15.5 

1.1 

715 

16.3 

3.4 

none 

1.15 

Fidelity  Emerging  Growth/Fidelity 

39.7 

0.1 

619 

28.0 

1.7 

3.00 

1.09 

C 

B 

nuciuy  tcjuiiy-incornc/riuciiiy 

13.0 

21.2 

3  3 

J,  J44 

A  Q 

4.  J 

9  flfl 

L  .UU 

(1  fi7 

U.O/ 

riuciiiy  equity-income  n/riuciuy 

 * 

22.3 

9  9 

L.L 

J.OUJ 

If!  8 

10.0 

3  7 
j./ 

none 

1  0 1 

C 

B 

Fidelity  Fund/Fid6lity 

12.4 

16.8 

9  A 

1  HAD 
1 ,44U 

91  fi 
£1.0 

9  Q 

none 

n  K7 
u.o/ 

■  B 

■  B 

FiHplitv  Growth  &  Inromp/Fiflplitv 

 * 

20.6 

2.7 

6,443 

17.7 

3.3 

3.00 

0.85 

A 

D 

Fidelity  Growth  Company/Fidelity 

14.9 

27.6 

0.2 

2,220 

23.5 

3.8 

3.00 

1.09 

Fidelity  Low-Priced  Stock/Fidelity 

 ★ 

23.6 

0.6 

2,548 

15.2 

0.1 

t 

1.28 

A 

C 

Fidelity  Magellan  Fund/Fidelity 

16.9 

23.5 

1.9 

27,126 

22.0 

3.0 

3.00 

1.00 

Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose 
:demption  fee,  with  proceeds  reverting  toother  fund  shareholders.  "Available  only  through  monthly  contractual  plan,  a:  Net  of  absorption  of  expenses  by  fund 
ponsor.    b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available. 
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CK  FUNDS 

ximirru  ~ 


Performance 

Fund/distributor 

 Total  return  

Yielrl 
I  IcIU 

Assets 

Wo  iohtc.H 
¥»  K Igl  I lr.u 

IVIC'J  Id  1 1 

M  a  vimi  i  m 
IvIdA  1 1 1 IUIM 

A  n  n  1 1  a  1 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

market 

sales 

expenses 

average 

12 

($mil) 

P/E 

cap 

charge 

per 

6/83 

months 

($bil) 

$100 

Standard  &  Poor's  500  stock  average 

14.4% 

13.5% 

2.8% 

Forbes  stock  fund  composite 

11.5% 

19.0% 

1.4% 

$1.25 

Fidelity  Market  Index/Fidelity 

13.2% 

2.4% 

$309 

19.6 

$13.5 

none 

$0.44a 

■  B 

■  C 

Fidelity  OTC  Portfolio/Fidelity 

 * 

17.6 

1.0 

1,343 

19  8 

0.4 

3.00% 

1.13 

■  C 

■  A 

Fidelity  Real  Estate  Investment/Fidelity 

 * 

28.6 

3.3 

415 

30.6 

0.5 

none 

1.16 

A 

C 

Fidelity  Retirement  Growth/Fidelity 

14.1% 

22.0 

0.9 

2,436 

20.6 

2.8 

none 

1.05 

■  A 

■  D 

Fidelity  Select-Automotive/Fidelity 

 * 

29.0 

0.4 

108 

20.5 

1.6 

3.00 

1.57 

■  A 

■  B 

Fidelity  Select-Biotechnology/Fidelity 

— * 

-0.3 

none 

549 

21.7 

1.1 

3.00 

1.50 

Fidelity  Select-Broadcast  &  Media/Fidelity 

27.1 

none 

26 

24.9 

3.1 

3.00 

2.49a 

Fidelity  Select-Brokerage  &  Inv/Fidelity 

48.1 

0.1 

41 

14.3 

1.1 

3.00 

2.21 

■  B 

■  D 

Fidelity  Select-Computers/Fidelity 

 * 

32.8 

none 

31 

22.0 

0.7 

3.00 

1.81 

Fidelity  Select-Const  &  Housing/Fidelity 

 * 

21.4 

none 

27 

26.6 

1.0 

3.00 

2.02 

Fidelity  Select-Develop  Commun/Fidelity 

 * 

41.9 

none 

123 

31.7 

1.8 

3.00 

1.88 

■  D 

■  A 

Fidelity  Select-Electric  Utilities/Fidelity 

 * 

22.6 

2.2 

30 

15.0 

2.1 

3.00 

1.70 

Fidelity  Select-Electronics/Fidelity 

 * 

48.3 

none 

49 

23.8 

2.1 

3.00 

1.69 

F 

A 

Fidelity  Select-Energy/Fidelity 

8.7 

23.3 

1.4 

161 

20.8 

4.5 

3.00 

1.71 

■  D 

■  D 

Fidelity  Select-Energy  Service/Fidelity 

 * 

35.9 

0.1 

130 

25.1 

0.6 

3.00 

1.76 

Fidelity  Select-Environ  Services/Fidelity 

 * 

8.0 

none 

57 

21.7 

1.0 

3.00 

1.99 

A  + 

D 

Fidelity  Select-Financial  Services/Fidelity 

16.1 

32.6 

0.7 

161 

15.9 

3.4  - 

3.00 

1.54 

■  B 

■  A 

Fidelity  Select-Food  &  Agriculture/Fidelity 

— * 

12.9 

0.3 

94 

19.7 

4.2 

3.00 

1.67 

A 

C 

Fidelity  Select-Health  Care/Fidelity 

14.8 

-7.5 

0.3 

563 

21.9 

1.6 

3  00 

1.46 

■  A 

■  D 

Fidelity  Select-Home  Finance/Fidelity 

 * 

31.3 

0.1 

162 

14.4 

0.2 

3.00 

1.55 

Fidelity  Select-Industrial  Equip/Fidelity 

 * 

29.6 

0.1 

36 

29.0 

0.8 

3.00 

2.49a 

A  + 

■  D 

Fidelity  Select-Leisure/Fidelity 

— * 

29.2 

none 

59 

25.9 

2.3 

3.00 

1.90 

■  B 

■  C 

Fidelity  Select-Medical  Delivery/Fidelity 

 * 

-9.9 

none 

82 

21.2 

0.6 

3.00 

1.77 

Fidelity  Select-Regional  Banks/Fidelity 

 * 

30.5 

0.5 

233 

14.3 

3.4 

3.00 

1.49 

■  A 

■  F 

Fidelity  Select-Retailing/Fidelity 

 * 

22.3 

none 

52 

22.1 

1.0 

3.00 

1.77 

■  A 

■  0 

Fidelity  Select-Software  &  Comp/Fidelity 

 * 

56.2 

none 

200 

26.7 

1.8 

3.00 

1.64 

A 

F 

Fidelity  Select-Technology/Fidelity 

5.9 

44.5 

0.4 

178 

24.4 

7.0 

3.00 

1.64 

■  A 

■  B 

Fidelity  Select-Telecommun/Fidelity 

 * 

40.0 

0.5 

264 

22.5 

18.9 

3.00 

1.74 

D 

A  + 

Fidelity  Select-Utilities/Fidelity 

17.5 

24.4 

2.2 

394 

15.8 

3.3 

3.00 

1.42 

C 

■  A 

Fidelity  Spec  Situations-Advisor/Fidelity 

 * 

17.5 

2.7 

228 

214 

12.7 

4.75 

1.54 

Fidelity  Stock  Selector/Fidelity 

* 

21.2 

0.5 

520 

14.9 

1.6 

3.001 

1.16 

A 

D 

Fidelity  Trend  Fund/Fidelity 

12.9 

29.0 

0.8 

1,327 

24.0 

2.7 

none 

0.56 

Fidelity  Utilities  Income/Fidelity 

 * 

OA  3 

3.5 

1,379 

16.2 

6.3 

none 

0.87 

B 

D 

Firiplitv  Valup  FnnH/Fidplitu 
i  lucniy  value  r uiiu/nuciiiy 

10.2 

22.5 

U.U 

1,331 

19.4 

2.4 

noriB 

1.20 

C 

D 

Fiduciary  Capital  Growth/Fiduciary  Mgmt 

8.0 

19.2 

0.5 

45 

20.3 

0.5 

none 

1.20 

First  American  Special  Equity/First  American 

22.9 

1.7 

71 

26.1 

2.8 

4.50 

1.50 

First  American  Stock/First  American 

13.7 

1.4 

129 

20.4 

6.1 

4.50 

1.45 

■  Fund  rated  for  two  peril  ■  only;  maximum  allowable  grade  A. 

*Fund  not  in 

operation  for  full  period 

.    tClosed  to  new  investors.    §Distributor  may  impose 

redemption  fee,  with  proceeds  (everting  to  other  fund  shareholders.    "Available  only  throus 

>h  monthly  contractual  plan,    a:  Net  of  absorption  of  expenses  by  fund 

sponsor. 

b:  Includes  back-eno  load  that  reverts  to  distributor. 

NA.-  Not  applicable  or  not  available.  1 

Sales  charge  waived  through  12/31/93. 
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Your  money  should  work 
as  hard  as  you  do. 

The  more  successful  you  become,  the  less  time  there  is  to  take  care  of  the  one 
thing  that  should  be  receiving  constant  attention. 
Your  own  money. 

Are  you  investing  it  skillfully?  Or  have  you  parked  it  somewhere  safe,  and  left  it  to 
look  after  itself?  Placed  in  low-paying  investments  subject  to  erosion  from  inflation  and 
taxes,  your  assets  can  shrink,  rather  than  grow. 

At  U.S.  Trust,  we  believe  it's  a  mistake  to  be  overly  conservative.  Instead,  we  can 
offer  you  a  more  attractive  alternative.  You  can  draw  on  a  team  of  seasoned  professionals, 
who  can  create  a  disciplined,  long-term  plan  that  addresses  all  of  your  family's 
investment  needs. 

We  invite  you  to  call  Richard  E.  Foley,  Senior  Vice  President,  at  1-800-U.S.TRUST. 
And  talk  to  us  about  putting  your  money  to  work. 


NEW  YORK    PRINCETON    PALM  BEACH    BOCA  RATON    NAPLES    DALLAS    LOS  ANGELES    GRAND  CAYMAN 


STUCK  FUNDS 


FUND  SURVEY 


Performance  Fund/distributor 
UP  DOWN 

— markets— 


 Total  return  

annual  last 
average  12 
6/83  months 
to  6/93 


Yield       Assets    Weighted    Median  Maximum  Annual 

%       6/30/93    average     market  sales  expenses 

($mil)        P/E         cap  charge  per 

($bil)  $100 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 


14.4% 
11.5% 


13.5% 
19.0% 


■c 

■  C 

First  Eagle  Fund  of  America/First  Eagle 

 * 

27.7% 

none 

$97 

18.3 

$1.7 

none§ 

$2.90 

■  A 

■  D 

First  Financial  Fund/closed-end 

 * 

56.2 

0.1% 

147 

11.6 

0.0 

NA 

1 21 

First  Investors  Blue  Chip/First  Inv 

— * 

14.8 

0.6 

111 

19.9 

12.0 

6.25% 

1.60a 

■  D 

■  B 

First  Union-Value-BVFederated 

 * 

11.6 

2.6 

218 

18.1 

10.9 

4.00 

1.01a 

Flag  Investors  Emerging  Growth/Brown 

 * 

5.4 

none 

34 

23.0 

0.3 

4.50 

1.50 

Flag  Investors  Quality  Growth/Brown 

 * 

0.7 

0.2 

60 

21.1 

4.3 

4.50 

1.23 

c 

■  A 

Flag  Investors  Telephone  Income-A/Brown 

 * 

30.7 

3.3 

383 

18.1 

18.9 

4.50 

0.92a 

F 

A+ 

Flex-funds-Growth2/Flex 

6.3% 

6.9 

1.3 

26 

21.6 

0.8 

none 

1.52 

Flex-funds-Muirfield/Flex 

 * 

11.1 

1.1 

72 

21.8 

4.2 

none 

1.31 

Fortis  Advantage-Capital  Apprec/Fortis 

 * 

32.5 

none 

51 

36.6 

0.5 

4.50 

1.59 

B 

C 

Fortis  Capital  Fund/Fortis 

11.5 

9.5 

0.5 

247 

23.9 

5.1 

4.75 

1.20 

B 

D 

Fortis  Fiduciary  Fund/Fortis 

12.5 

11.5 

none 

48 

24.5 

3.9 

4.75 

1.46 

A 

D 

Fortis  Growth  Fund/Fortis 

12.6 

21.8 

0.1 

588 

34.5 

1.8 

4.75 

1.09 

■  D 

■  A 

Fortress  Utility  Fund/Federated 

19.7 

5.1 

797 

15.7 

3.6 

2.00b 

1.07a 

D 

B 

Founders  Blue  Chip/Founders 

12.7 

13.6 

0.9 

292 

20.0 

8.9 

none 

1.27 

Founders  Discovery  Fund/Founders 

— * 

26.7 

none 

182 

26.0 

0.2 

none 

1.69 

F 

A+ 

Founders  Equity  Income  Fund/Founders 

11.1 

18.7 

2.9 

44 

19.0 

10.0 

none 

1.42 

Founders  Frontier  Fund/Founders 

* 

21.1 

none 

202 

25.2 

0.6 

none 

1.73 

A 

D 

Founders  Growth  Fund/Founders 

12.8 

33.6 

0.1 

237 

30.3 

2.8 

none 

1.42 

A 

D 

Founders  Special  Fund/Founders 

10.8 

20.9 

none 

451 

26.0 

4.0 

none 

1.37 

A  + 

D 

FPA  Capital  Fund/FPA 

14.7 

29.2 

0.3 

135 

15.3 

0.3 

6.50 

1.06 

C 

A 

FPA  Paramount  Fund/FPA 

14.8 

17.9 

2.0 

329 

19.0 

1.2 

t 

0.89 

D 

■A 

FPA  Perennial  Fund/FPA 

— 

8.0 

2.2 

85 

19.9 

2.3 

6.50 

1.07 

D 

C 

Franklin  DynaTech  Fund/Franklin 

7.8 

11.8 

1.2 

72 

24.0 

10.9 

4.00 

0.81 

B 

c 

Franklin  Equity  Fund/Franklin 

11.5 

9.6 

1.6 

346 

16.4 

2.5 

4.00 

0.70 

0 

B 

Franklin  Growth  Fund/Franklin 

11.8 

8.2 

2.6 

582 

19.1 

4.8 

4.00 

0.63 

■  D 

■  A 

Franklin  Rising  Dividends/Franklin 

4.8 

1.7 

349 

14.8 

2.8 

4.00 

1.31 

Franklin  Special  Equity  Income/Frankiin 

 * 

17.6 

4.8 

34 

19.1 

10.0 

4.00 

0.25a 

D 

A  + 

Franklin  Utilities  Fund/Franklin 

14.7 

18.9 

5.3 

3,228 

15.1 

5.6 

4.00 

0.55 

B 

B 

Fundamental  Investors/American  Funds 

14.7 

18.9 

2.2 

1,705 

18.4 

10.0 

5.75 

0.65 

■  D 

■  C 

FundTrust-Aggressive  Growth/Signature 

* 

15.3 

none 

30 

20.4 

4.5 

1.50 

1.70 

■C 

■  A 

Gahelli  Asset  Fund/Gabetli 

* 

21.3 

1.1 

772 

23.1 

1.9 

none 

1.31 

Gabeili  Equity  Income/Gabelli 

16.9 

2.6 

56 

18.9 

11.9 

4.50 

1.93 

■C 

■  B 

Gabelii  Equity  Trust/closed-end 

 * 

23.4 

2.5 

792 

23.7 

2.8 

NA 

1.22 

Gabeili  Growth  Fund/Gabelli 

 * 

14.1 

0.4 

684 

22.0 

4.0 

none 

1.41 

Gabeili  Small  Cap  Growth/Gabelli 

18.9 

0.2 

189 

21.0 

0.2 

4.50 

1.73 

Gabelii  Value  Fund/Gabelli 

27.9 

0.8 

448 

25.6 

1.8 

5.50 

1.52 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose 
redemption  fee,  with  proceeds  reverting  to  other  fund  shareholders,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to 
distributor.    NA:  Not  applicable  or  not  available.    'Formerly  Salem  Funds-Value-lnvestment.    2Reflects  performance  of  Retirement  Growth  prior  to  3/89  merger. 
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Performance 

Fund/distributor 

 Totai  return  

ViolH 

Tieio 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

market 

sales 

expenses 

—markets— 

average 

12 

($mil) 

P/E 

cap 

charge 

per 

6/83 

months 

($bil) 

$100 

to  6/93 

Standard  &  Poor's  500  stock  average 

14.4% 

13.5% 

2.8% 

Forbes  stock  fund  composite 

11.5% 

19.0% 

1.4% 

$1.25 

udidAy  equity  uruwin-ncian/udidxy 

 * 

11.4% 

1  00/ 
l.Lh 

$  inn 
$4UU 

1  O  0 

19.0 

5>1/./ 

none 

<M  no 

50.98 

flilavw  Fniutw  Inmma  Dotail/Polivw 

udidAy  cijuuy  incorric-txcidM/uaiaxy 

 * 

11.1 

O  O 

L.L 

l  no 
1U9 

hi  A 

NA 

MA 

NA 

none 

1.06a 

udidxy  equity  vaiuc-rvcidsi/bdidxy 

 * 

\i  i 

14. 0 

1  7 

1./ 

1  CA 

lb4 

1  C  0 

lD.0 

H  7 

4./ 

none 

0.96 

Galaxy  Small  Co  Equity-Retail/Galaxy 

 * 

37.4 

none 

38 

NA 

NA 

none 

1.22 

F 

A 

Gateway  Index  Plus/Gateway 

10.2% 

5.8 

1.8 

215 

21.1 

27.2 

none 

in 

B 

C 

General  American  Investors/closed-end 

12.3 

4.4 

0.1 

529 

25.3 

9.6 

NA 

1.16 

D 

A 

General  Securities/General  Sees 

11.9 

6.2 

0  0 

3.3 

77 
Li 

on  q 
2U.0 

C  A 

fa.4 

none 

1  70 

1.32 

D 

A 

fl  i  nf  o !  FricT  FiinH/fiintol 

uiiiici  Lribd  runu/uiiiLci 

10.8 

9.5 

1  c 
l.D 

cc 
3D 

1  £  8 
1D.0 

n  7 

none 

o  nn 
2.UU 

D 
D 

C.  i  ntn  1  Fi  i       /P  i  ntol 

uiniei  runa/oimei 

10.5 

12.1 

n  c 
U.O 

1  A  7 

14/ 

on  c 
2U.D 

n  7 
U./ 

none 

o  on 

2.20 

C 

■c 

GIT  Equity  Trust-Special  Growth/GIT 

 * 

12.5 

0.5 

39 

18.4 

02 

none 

1.35 

C 

■  B 

Gradison-McDonald  Established  ValueVGradison 

 * 

29.0 

1.3 

214 

18.1 

2.1 

none 

1.28 

B 

■  C 

Gradison-McDonald  Oppor  Value2/Gradison 

 * 

19.4 

0.4 

72 

16.3 

0.4 

none 

1.44 

D 

■  A 

Greenspring  Fund/Greenspnng 

 * 

21.7 

Q  A 
14 

lb 

1 0  0 

ILL 

n  c 
U.D 

none 

1  AO 

1.48 

B 

C 

Growth  Fund  of  America/American  Funds 

12.6 

16.5 

n  q 

U.o 

4,0Do 

1G  C 
Ib.D 

D.l 

Q  7  to/ 
D./D/o 

n  70 
U./3 

■  C 

■  C 

Growth  Fund  of  Washington/Vista 

 * 

27.9 

n  o 
U.o 

/in 
4U 

1  7  0 
1/.0 

7  1 

A  7C 
4./D 

l.DD 

GS  Capital  Growth/Goldman 

 * 

19.4 

0.5 

704 

17.2 

1.5 

5.50 

1.41a 

GS  Select  Equity  Fund/Goldman 

 * 

12.4 

1.4 

91 

16.6 

12.1 

5.50 

1.28a 

GT  America  Growth-A/GT  Global 

 * 

22.3 

none 

140 

NA 

NA 

4.75 

177 

GT  Global  Telecommunications-A/GT  Global 

 * 

26.6 

1 1 
i.i 

79Q 
id 

MA 

MA 

4./D 

0  OOi 

A 

B 

Guardian  Park  Ave  Fund/Guardian 

15.7 

35.2 

o  n 

aci 
4b/ 

1 1;  Q 
iD.o 

1.1 

a  cn 
4.DU 

n  oo 

U.oV 

Hancock  Discovery-A/Hancock 

 * 

22.9 

none 

44 

MA 

HA 

MA 

NA 

D.UU 

o  in 

D 

D 

Hancock  Freedom  Global  Tech3/Hancock 

5.7 

35.6 

none 

36 

29.0 

1.8 

5.00 

2.05a 

■  F 

■  A 

Hancock  Freedom  Gold  &  Govt-A4/Hancock 

 * 

13.9 

3.9 

64 

NA 

NA 

5.00 

1.65 

B 

D 

Hancock  Freedom  Natl  Av  &  Tech5/Hancock 

8.6 

30.4 

none 

79 

29.3 

2.9 

5.00 

1.53 

■  A 

■  C 

Hancock  Freedom  Regional  Bank-A6/Hancock 

— * 

35.5 

l.U 

MA 
NA 

MA 

c;  nn 
D.UU 

1  OQ 
1.09 

B 

C 

Hancock  Growth  Fund-A/Hancock 

11.5 

23.4 

none 

i  tc 

1D0 

08  Q 

r,  nn 
D.UU 

t  cn 
l.bU 

aD 

■C 

Hancock  Sovereign  Achievers-A/Hancock 

 * 

13.7 

U.4 

3D 

MA 
NA 

MA 
NA 

t;  nn 
D.UU 

l  7(; 
I. Id 

D 

A 

Hancock  Sovereign  Investors-A/Hancock 

14.4 

8.8 

3.0 

1,159 

16.8 

8.3 

5.00 

1.13 

■  A 

■  D 

Hancock  Special  Equities-A/Hancock 

 * 

54.1 

none 

216 

35.5 

0.6 

5.00 

1.87 

■  B 

■  B 

H&Q  Healthcare  Investors/closed-end 

 * 

-2.2 

none 

96 

24.8 

0.4 

NA 

1.74 

H&Q  Life  Sciences  Investors/closed-end 

 * 

-8.3 

none 

A"0 

og  0 

n  "3 
U.o 

MA 

NA 

Harbor  Capital  Appreciation/HCA 

 * 

19.9 

U.l 

lit 

11  A 
UA 

A  A 
4.4 

none 

n  oc. 
U.oD 

■  C 

■  D 

naroor  urowin  runu/ribM 

 * 

14.9 

U.l 

9 1  n 

in  s 

jU.o 

1 

l.D 

noriB 

n  8Q 

U.03 

narDor  vaiue  runo/ntA 

 * 

OA 

£.0 

81 

oi 

on  1 
ZU.l 

in  i 

IU.1 

nonG 

n  87 

U.O/ 

Harris  lnsight-Equity7/Fund  Dist 

 * 

24.1 

1.9 

39 

16.6 

6.3 

4.50 

0.96a 

A  + 

F 

Hartwell  Emerging  Growth/Keystone 

10.1 

32.5 

none 

191 

40  3 

0.6 

5.75 

1.27 

A 

D 

Hartwell  Growth  Fund/Keystone 

10.1 

11.7 

none 

26 

25.8 

4.9 

5.75 

2.11 

Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.    *Fund  not  in  operation  for  full  period,  a: 

Net  of  absorption  of  expenses  by  fund  sponsor. 

NA:  Not 

□plicable  or  not 

available.    'Formerly  Gradison  Established  Growth.    2Formerly  Gradison  Opportunity  Growth.    3Formerly  John 

Hancock  Tech-Global 

echnolo 

gy.    4Formerly  Freedom  Inv-Gold  &  Govt.    5Formerly  John  Hancock  Tech-National  Aviation. 

6Former!y  Freedom  Inv-Regional  Bank.    'Formerly  HT 

isight-Equity  Fund. 

Rules,  page  126.  Distributor  table,  page  202. 

rbes  ■  August  30,  1993 


141 


FUND  SURVEY 

Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP 

GOWN 

annual 

last 

% 

6/30/93 

Avprapp 

a  V ci  dgc 

markpt 

sales 

pvnpnsps 

—markets — 

average 

12 

($mil) 

P/E 

cap 

charge 

per 

D'o  J 

mnflth  C 

($bil) 

to  6/93 

Standard  &  Poor's  500  stock  average 

14.4% 

13.5% 

2.8% 

Forbes  stock  fund  composite 

11.5% 

19.0% 

1.4% 

$1.25 

■  A 

■  D 

Heartland  Value/Heartland 

 * 

36.7% 

none 

$132 

16.3 

$0.0 

3.00% 

$1.48 

■  C 

■  C 

Heritage  Capital  Appreciation/Heritage 

 * 

19.4 

0.5% 

72 

21.3 

1.9 

4.00 

1.56a 

HighMark  Income  Equity/Winsbury 

 * 

12.9 

3.2 

103 

18.8 

10.4 

none 

1.20a 

Hilliard  Lyons  Growth/Milliard 

 * 

J.U 

Ob 

T7 

hi  A 

NA 

MA 

PJA 

A  7t 
4./D 

1  71 « 

l./la 

D 

■  B 

Wayne  Hummer  Growth/Hummer 

 * 

q  3 

J.J 

1.3 

96 

19.8 

2.2 

none 

1.12 

D 

C 

IAA  Trust  GrowthVIAA 

1U.  1  /o 

1 1  9 

1 1.6 

1.6 

71 

19.2 

13.4 

3.00 

1.17 

IAI  Emerging  Growth/IAI 

 * 

43.2 

none 

169 

NA 

NA 

none 

1.25a 

B 

B 

IAI  Regional  Fund/IAI 

14.2 

11.3 

1.3 

661 

16.5 

1.4 

none 

1.25a 

D 

B 

IAI  Stock  Fund/IAI 

11.4 

10.6 

0.7 

138 

20.4 

7.6 

none 

1.25a 

■  B 

■  B 

IDEX  Fund/1  nterSecurities 

 * 

10.2 

n  a 

QS9 

JJL 

IS  K 
18.  D 

19  fl 

IC.J 

8.DU 

1  31 
1 .01 

■  B 

■  C 

IDEXIIGrowth2/lnterSecurities 

 * 

in  3 

0.4 

538 

20.3 

12.5 

5.50 

1.61 

■  B 

■  B 

IDEX  Fund  3/lnterSecurities 

 * 

1?  4 

0.5 

204 

19.8 

10.0 

t 

1.29 

IDS  Blue  Chip  Advantage/IOS 

 * 

14.0 

1.5 

133 

19.4 

12.0 

5.00 

1.10 

B 

D 

IDS  Discovery  Fund/IDS 

7.4 

23.8 

none 

443 

32.4 

0.8 

5.00 

1.03 

IDS  Diversified  Equity  Income 

20.7 

3.8 

366 

21.4 

2.5 

5.00 

0.98 

B 

C 

lUb  equity  Plus  Hi. 

11.9 

1Q  ? 

l.U 

GQ7 

06/ 

il.O 

i.l 

D.UU 

U./4 

A 

D 

IDS  Growth  Fund/IDS 

in  i 

0.0 

944 

31.2 

4.9 

5.00 

0.87 

■  B 

■  B 

IDS  Managed  Retirement/IDS 

 * 

17  1 

1.8 

1,648 

21.7 

6.6 

5.00 

0.85 

A 

C 

IDS  New  Dimensions/IDS 

14.8 

20.5 

0.3 

3,178 

26.4 

7.9 

5.00 

0.93 

D 

C 

IDS  Progressive  Fund/IDS 

9.1 

14.8 

1.3 

253 

17.9 

0.4 

5.00 

1.12 

C 

B 

IDS  Stock  Fund/IDS 

12.9 

15.4 

2.9 

1.851 

20.7 

6.6 

5.00 

0.72 

B 

■  D 

1       ^tratpov— Aoorpcciup  Fmiitu/ln^ 

IUO  OlIdlLgV    HgglCiilVC  CL|UiLy  MUJ 

 * 

19  3 

nnnp 

NUNC 

S9fi 

JJU 

co.v 

2.7 

5.00b 

1.75 

C 

■  B 

IDS  Strategy-Equity/IDS 

 * 

14  4 

2.1 

828 

19.3 

4.8 

5.00b 

1.63 

IDS  Utilities  Income/IDS 

 * 

1Q  4 

4.7 

655 

17.9 

2.4 

5.00 

0.87 

Inefficient-Market  Fund/closed-end 

 * 

5.9 

0.2 

50 

NA 

0.1 

NA 

1.24 

A 

D 

Invesco  Dynamics  Fund3/lnvesco 

9.9 

31.9 

none 

271 

31.6 

1.0 

none 

1.20 

Invesco  Emerging  Growth3/! nvesco 

40.6 

none 

107 

30.3 

0.3 

none 

1.54 

B 

D 

Inup^rn  (^rnwth  FnnH^/lnvpsrn 

1(1 7 

IX  fi 

10.0 

0.7 

472 

20.1 

5.1 

none 

1.04 

B 

A 

Invesco  Industrial  lncome3/lnvesco 

IS  fi 

1  J  u 

2.8 

3,413 

15.4 

4.3 

none 

0.98 

F 

■  B 

Invesco  Strategic-Energy3/lnvesco 

 * 

3fi  7 

JO./ 

0.2 

86 

23.3 

2.5 

none 

1.73 

Invesco  Strategic-Environ  Svcs3/lnvesco 

 * 

-13.6 

none 

36 

NA 

NA 

none 

1.85 

■  A 

■  C 

Invesco  Strategic-Finl  Svcs3/lnvesco 

_* 

30.4 

1.0 

387 

14.7 

2.4 

none 

1.07 

A  + 

■  C 

Invesco  Strategic-Health  Sci3/lnvesco 

 * 

-10.1 

0.3 

590 

24.1 

0.7 

none 

1.00 

At 

■  D 

Invesco  Strategic-Leisure'/lnvesco 

 * 

35.5 

none 

153 

•  24.9 

1.0 

none 

1.51 

A  + 

■  F 

!;  :vesco  Strategic-TechnologyVlnvesco 

 * 

34.1 

none 

235 

33.2 

0.6 

none 

1.12 

■  D 

■  A 

1  nvesco  Strategic-Uti  1  ities3/lnvesco 

 * 

29.7 

1.9 

163 

17.7 

1.5 

none 

1.13 

Invesco  Value-Total  Return5/lnvesco 

 * 

12.5 

3.5 

194 

19.6 

7.0 

none 

0.88 

■ !  jnd  rated  for  two  pe  -  is  only;  maximum  allowable  grade  A. 

*Fund  not  in  operation  for  full  period.    tCtosed  to  new  investors. 

a:  Net  of  absorption  of  expenses  by 

fund  sponsor,  b: 

Inclines  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available. 

'Formerly  Country  Capital  Growth.   2Formerly  Idex  II. 

3Formerly  Financial  Func      formerly  Financial  Industrial. 

5Formerly  Financial  Series-Flex. 
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Your  tomorrows  depend  on  the  future  of  your  long-term  investments.  That's  why  so  many  investors  have  trusted 
their  tomorrows  to  Kemper  Mutual  Funds.  They  can  count  on  Kemper  diligence  and  discipline  to  help  provide 
consistent  long-term  performance.  And  that's  what  you  need  to  start  building  the  tomorrows  you  dream  of  today 
Call  your  financial  representative  for  information  including  a  prospectus  about  Kemper  Mutual  Funds,  or  call 
Kemper  at  1-800-KFS-8600  ext.  1. 


muTuai  Funos 


j 


Were  Building  Tomorrows  Today 


Before  you  invest  in  a  fund,  carefully  read  the  brochure  and  prospectus  containing  more  complete  informanon,  including  management  fees  and 
expenses.  Fund  performance  cannot  be  guaranteed  and  will  fluctuate  c1993  Kemper  Financial  Services,  Inc.   2 1 5700 


STOCK  FUNDS 


FUND  SURVEY 


Perforroar.ee      Fund/distubutor   Total  return   Yield       Assets     Weighted    Median    Maximum  Annual 

UP    DOWN  annual       last  %       6/30/93    average     market      sales  expenses 


—markets— 

average 
6/83 
to  6/93 

12 
months 

($mil) 

P/E 

cap 
($bil) 

charge 

per 
$100 

Standard  &  Poor's  500  stock  average 

14.4/0 

1 1  k°/ 

lO.D/o 

9  8°/ 
Afl/o 

Forbes  stock  fund  composite 

1 1  K0/ 
11.97b 

1Q  (W 

iy.u/o 

1  A0/ 
1.4/0 

tl  9R 

Invesco  Value-Value  EquityVlnvesco 

 * 

8.6% 

2.0% 

$77 

16.7 

$5.0 

none 

$0.91 

C 

A 

Investment  Co  of  America/American  Funds 

14.3% 

12.2 

2.5 

17,690 

18.5 

14.5 

5.75% 

0.58 

Investment  Series-Cap  Growth-lnv/Federated 

 * 

7  K 

1  0 

w 
a 

IK  K 
10.0 

i  i 
l.i 

K  7K 
D./D 

l.uua 

■  D 

■  A 

Investment  Series-High  Quality/Federated 

 * 

1C  9 
107 

9  fl 

z.u 

98 
its 

IK  9 
10.  Z 

K  8 
0.0 

K  7R 
D./D 

1  G9o 
1.0J3 

F 

C 

Investors  Research  Fund/Investors 

7  Si 
1.0 

Q  1 
O.l 

1  K 
1.3 

Kfl 

9(1  n 
ZU.U 

7  A 
1 A 

K  7K 

0./ J 

1  IK 
1.10 

D 

A 

Ivy  Growth  Fund/Mackenzie 

1 9  7 

19  1 
li.i 

l  fl 
l.U 

9Cfl 
ZOU 

18  Q 

lay 

7  Q 

/.y 

c  71; 

1  99o 

B 

B 

Janus  Fund/Janus  ^ 

14.0 

15.0 

1.5 

8,164 

19.3 

8.3 

none 

0.96 

Janus  Growth  &  Income/Janus 

 * 

17.7 

0.6 

460 

19.0 

8.3 

none 

1.33 

■  A 

■  C 

janus  iweniy  runQ/jdiiub 

 * 

IK  7 
ID./ 

n  7 

9  81  K 

0,010 

91  K 

£1.0 

IK  Q 

1  J.O 

.  + 
i 

1   1  1 
1.11 

■  B 

■  B 

Janus  Venture  Fund/Janus 

 * 

18  Q 

io. y 

9  9 

i.J 

1  891; 
l.floD 

9(1  1 
ZU.l 

(1  7 
U./ 

+ 

T 

1  09 

D 

B 

jr  urowin  runo/jeiierson-riioi 

11  3 
11.0 

|C  1 
10. o 

1  1 

1.0 

9K 
00 

9(1  A 
ZU.4 

4.U 

A  K(l 
4.0U 

U.<50 

rvaurmann  runa/r\auTrnann 

 * 

91  1 
oo.o 

none 

7(19 

97  K 

Z  /  .0 

(1  9 
U.Z 

nones 

Kemper  Blue  Chip/Kemper 

 * 

12.5 

1.1 

200 

21.1 

6.5 

5.75 

1.23 

Kemper  Environmental  Services/Kemper 

 * 

0.9 

none 

44 

25.3 

1.9 

5.75 

1.58 

B 

C 

Kemper  Growth  Fund/Kern  per 

19  Q 

lo.4 

Ux 

1  7RQ 

OA  R 

K  A 
0.4 

R  7^ 

D 

■  B 

Kemper  Invest-Growth-lnitial/Kemper 

 * 

1 9  7 

none 

Q71 

OA  ^ 

K  Q 

0.0 

A  HHh 
4.UUD 

9  fil 
Z.U1 

B 

D 

rvemper  oman  uap  cc|uiiy/r\ciiipcr 

11  fl 
ll.U 

10  K 
lo.O 

nonG 

Hit 

0P>  0. 

(1  Q 

U.o 

^  7*i 
0./  j 

1  98 
Ixo 

C 

C 

Kemper  Technology  Fund/Kemper 

in  1 

1U.1 

9(1  7 
1X1.1 

none 

0U1 

9^  ft 

L  J.O 

9  7 

0.1 

*i  7*\ 

n  S9 

■  D 

■  A 

Keystone  America  Equity  Inc-A/Keystone 

 * 

14.7 

1.8 

34 

17.4 

7.8 

5.75 

1.92 

A 

C 

Keystone  America  Omega/Keystone 

13.9 

19.7 

none 

81 

26.7 

3.3 

5.75 

1.60 

C 

D 

Keystone  Custodian  K-2/Keystone 

in  i 

1U.0 

iq  k 

lo.O 

n  a 

U.4 

171 
0/ 1 

9R  n 

A  9 

4.UUD 

1  QQ 
1.03 

D 

B 

Keystone  Custodian  S-l/Keystone 

in  a 

IU.4 

0  9 

i  /i 

1.4 

99fl 
ZoU 

1  Q  Q 

19  K 

LL.J 

4.UUD 

9  31 
£.01 

C 

D 

Keystone  Custodian  S-3/Keystone 

in  i 
1U.1 

1  A  A 
14.4 

none 

987 
Z07 

OA  9 

9  7 
0./ 

4.UUD 

1  09 

A 

F 

Keystone  Custodian  S-4/Keystone 

8  K 
fl.D 

IK  K 
00.  0 

none 

OKI 
oOl 

31  3 
Ol.  0 

U.o 

a  nnh 

4.UUD 

9  fi3 

■  D 

■  A 

Kidder  Equity  Income-A/Kidder 

 * 

7.2 

2.3 

140 

23.5 

13.5 

5.75 

1.27 

■  D 

■  D 

Landmark  Equity  Fund/Landmark 

18.8 

0.2 

196 

22.4 

3.6 

3.50 

1.40a 

Laurel  Funds— Stock/Laurel 

IK  8 
10. fl 

1  K 
1.6 

7(1 
/U 

18  K 
10.0 

Q  7 

0./ 

none 

(1  Qfla 

u.oua 

■  B 

■  C 

Legg  Mason  Special  Investment/Legg  Mason 

OK  7 

13.1 

fl  9 

V.L 

971 
0/  1 

1 7  4 

1/.4 

fl  K 

U.O 

none 

1  QQ^i 

i.yya 

■  C 

■  C 

Legg  Mason  Total  Return  Trust/Legg  Mason 

 * 

1  a  a 
14.0 

9  c; 
Z.O 

148 

1  K  Q 
ID. 3 

K  1 

0.1 

none 

1  QKo 

l.yoa 

C 

B 

Legg  Mason  Value  Trust/Legg  Mason 

IL.i 

19  0 

l  n 

l.U 

87(1 
0/U 

1  K  K 
1D.D 

1  8 

0.0 

none 

1  8K 
1.00 

B 

A 

Lexington  Corp  Leaders  Trust/Lexington 

15.4 

21.4 

4.5 

118 

17.4 

20.8 

none 

0.60 

C 

C 

Lexington  Growth  &  Income/Lexington 

10.5 

20.0 

1.7 

134 

20.6 

4.2 

none 

1.20 

■  C 

■  C 

Liberty  All-Star  Equity  Fund/closed-end 

13.9 

5.0 

670 

21.2 

7.6 

NA 

1.08 

Liberty  Financial  Utilities/Liberty 

 * 

20.6 

5.2 

238 

16.9 

6.1 

4.50 

1.20 

■  D 

■  A 

Liberty  Utility-A/Federated 

 * 

20.1 

5.3 

860 

15.7 

3.6 

4.50 

1.08a 

D 

■  A 

Lindner  Dividend  Fund/Lindner 

 * 

20.0 

5.9 

1,253 

14.6 

2.6 

t 

0.74 

D 

A 

Lindner  Fund/Lindner 

13.0 

14.9 

2.4 

1,277 

16.7 

0.7 

none 

0.80 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.    *Fund  not  in  operation  for  full  period.    tClosed  to  new  investors.    §Distributor  may  impose 
redemption  fee,  with  proceeds  reverting  toother  fund  shareholders.    "Available  only  through  monthly  contractual  plan,    a.-  Net  of  absorption  of  expenses  by  fund 
sponsor,    b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available.    'Formerly  Financial  Series  Equity. 
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Introducing  A  New  Way 
To  Buy  Mutual  Funds  From 
America's  Leading 
Fund  Companies 

Choose  No-Load  Funds  without  Transaction  Fees 
Through  Fidelity's  FundsNetwork® 

Invest  In  Your  Favorite  Funds 
Through  One  Easy  Source 

Today's  mutual  fund  investor  knows  that  diversifying  can 
mean  owning  funds  from  several  different  companies.  But 
that  can  mean  too  many  statements  and  phone  calls  to 
manage  your  money  as  effectively  as  you'd  like.  That's 
why  Fidelity  joined  together  with  many  of  the  nation's  best- 
known  fund  companies  to  offer  you  a  better  idea:  it's 
called  FundsNetwork.  Now  through  FundsNetwork,  Fidelity 
gives  you  a  wide  array  of  mutual  funds  all  available  in 
one  place,  with  no  commissions,  no  loads  and  no 
transaction  fees. 


One  Call,  One  Statement  Does  It  All 

You  don't  need  to  transfer  or  make  any  changes  to  your 
current  investments  to  take  advantage  of  FundsNetwork. 
You  simply  call  Fidelity,  and  each  investment  you  make 
through  FundsNetwork  is  consolidated  on  one  easy-to- 
manage  statement.  Best  of  all,  it  also  means  having  Fidelity 
service  available  to  you  24  hours  every  day. 

Call  today  for  your  free  copy  of  The  FundsNetwork 
Performance  Directory,  which  includes  a  list  of 
available  hinds  Please  read  fund  prospectuses  carefully 
before  you  invest  or  send  money. 


For  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-9697 


Fidelity  Bj^3  Investments 

W    ^  Discount  Brokerage 

more  complete  information,  including  management  fees  and  expenses,  call  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  Fidelity  reserves  the  right 
haisge  the  funds  available  with  no  transaction  fees  and  reinstate  the  fees  on  any  funds.  Fidelity  reserves  the  right  to  charge  a  transaction  fee  if  you  make  five  or  more  short-term 
emptions  (sales  of  shares  held  less  than  90  days)  on  no-transaction  fee  funds  in  a  six  month  period.  If  you  purchase  a  no-load  fund  and  pay  a  transaction  fee,  you  wili  be 
gated  to  pay  a  transaction  fee  upon  its  sale.  Share  prices  (except  for  money  market  funds),  yields  and  returns  will  vary.  Fidelity  Brokerage  Services,  Inc.  ("FBSI"),  16 1  Devon- 
e  Street,  Boston,  MA  02 1 10.  Member  NYSE,  SIPC. 


a$  ttfS  «■«  '** 
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STOCK  FUNDS 

fUND  SURVEY 

Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

1  ID 

Ur 

L>UW!M 

annual 

Idol 

% 

6/30/93 

average 

market 

sales 

expenses 

— ma 

-kets— 

average 

12 

($mil) 

P/E 

cap 

charge 

per 

6/83 

months 

($bil) 

$100 

to  6/93 

Standard  &  Poor's  500  stock  average 

14.4% 

13.5% 

9  8°/ 

£.0/0 

Forbes  stock  fund  composite 

11.5% 

19.0% 

1  A"l 
1.4/0 

tl  9K 

D 

F 

Lord  Abbett  Developing  Growth/Lord  Abbett 

3.1% 

15.6% 

none 

$135 

25.0 

$0.4 

5.75% 

$1.31 

■  D 

■  B 

Lord  Abbett  Fundamental  Value/Lord  Abbett 

16.7 

1.6% 

30 

17.3 

4.5 

5.75 

1.60 

B 

C 

Lord  Abbett  Value  Appreciation/Lord  Abbett 

12.1 

19.6 

1.7 

191 

17.3 

2.4 

5.75 

1.22 

D 

A 

Lutheran  Brotherhood  Fund/Lutheran 

13.1 

16  9 

1.4 

500 

19.5 

7.8 

5.00 

0.97 

■  D 

■  B 

IVIdLKCllZlC  HHlCMLdll  r Ul  IU/ IyIoI-KcIU IC 

23.0 

nnnp 
nunc 

4j 

94  1 

£4.0 

1  7 

l .  / 

1  7S 

1  Ql 

ividin  oircci— income  &  urowin/uppciniciiiitJi 

45.8 

1  n 

S8 
JO 

£0.4 

n  9 

A  7K 
4./ J 

1  fifi 

l.OD 

■  B 

■  C 

MainStay-Capital  Appreciation/NYLife 

 * 

32.5 

none 

250 

26.9 

1.4 

5.00b 

1.82 

MainStay-Equity  Index/NYLife 

 * 

14.1 

1.4 

61 

NA 

NA 

5.50 

0.94 

■  B 

■  B 

MainStay-Value  Fund/NYLife 

 * 

199 

0.6 

186 

19.3 

2.0 

5.00b 

1.80 

B 

C 

Mairs  &  Power  Growth/Ma irs  &  Power 

12.2 

15.9 

1.1 

36 

NA 

NA 

none 

1.00 

C 

C 

Horace  Mann  Growth/Mann 

11.4 

18.6 

9  1 

i 

NA 

T 

n  7i 

■C 

■  B 

MAo  rOOteQ-tCjUlty/lVlMo 

12.0 

1  Q 
1.9 

1  f17fi 
I.U/O 

1 7  7 
III 

1!  Q 

O.J 

none 

u.ou 

■  A 

■  D 

MAS  Pooled-Small  Cap  Value/MAS 

 * 

29.4 

0.7 

149 

19.4 

0.4 

none 

0.90 

■  B 

■  C 

MAS  Pooled-Value/MAS 

 * 

18.5 

2.6 

702 

14.5 

4.0 

none 

0.60 

B 

D 

Mass  Investors  Growth  Stock/MFS 

11.3 

20.5 

none 

1,078 

31.0 

3.5 

5.75 

0.72 

C 

B 

Mass  Investors  Trust/MFS 

13.4 

14.7 

2.4 

1,623 

17.6 

12.5 

5.75 

0.64 

F 

A 

Mathers  Fund/Mathers 

10.5 

4.9 

O.J 

490 

1 3.0 

n  a 

U.4 

none 

u.oo 

■  B 

■  D 

Mentor  Growth  Fund/Mentor 

21.7 

none 

1  DO 

99  Q 

(1  7 

u./ 

J.UUD 

9  ni 

■  A 

■  D 

Meridian  Fund/Meridian 

 * 

29.6 

0.1 

79 

27.7 

0.9 

none 

1.47 

B 

B 

Merrill  Lynch  Basic  Value-A/ML  Funds 

13.8 

19.1 

2.9 

3,407 

20.1 

6.8 

6.50 

0.56 

D 

A 

Merrill  Lynch  Capital-A/ML  Funds 

14.0 

11.9 

3.3 

4,942 

16.5 

4.7 

6.50 

0.56 

D 

■  B 

Merrill  Lynch  Fund  Tomorrow-A/ML  Funds 

8.9 

3.7 

434 

19.1 

9.3 

6.50 

0.90 

■  B 

■  C 

Merrill  Lynch  Grow  Inv  &  Retire-A/ML  Funds 

43.1 

none 

1  1  IK 
1,110 

9Q  K 

1.0 

k  sn 

O.jU 

n  ha 

U.04 

■  F 

■  A 

Morrill  i  imrh  Mltiir^il   Durfinrrcf    A'fi/ll  Minrlc 

iviernii  Lyncn  ivaiurdi  rcesuurces-H/iviL  runub 

4.1 

1  7 

i.i 

in  q 

OU.J 

0. 1 

O.JU 

n  Q7 

U.J7 

D 

D 

Merrill  Lynch  Special  Value-A/ML  Funds 

3.8 

18.6 

0.1 

151 

17.7 

0.2 

6.50 

1.55 

Merrill  Lynch  Strategic  Div-A/ML  Funds 

 * 

12.3 

3.2 

262 

17.6 

15.9 

6.50 

0.88 

Merriman  Capital  Appreciation/Merriman 

 * 

6.3 

0.7 

40 

24.9 

2.9 

none 

1.54 

■  A 

■  D 

MetLife-State  Street  Cap  Apprec-A/State  St 

36.0 

none 

221 

28.4 

1.0 

4.50 

1.50a 

■  D 

■  B 

Mptl  ifp-^tatp  ^trppt  Fnnitv  Inr/Statd  *st 
iviciliic -oidic  oircci  r_u,uuy  mc/oidlc  ol 

21.7 

i  ■? 
j.j 

4/ 

99  "K 

CL.O 

0  1 

L.J 

A  Sfl 

H.  JU 

1  Ida 
i .  jua 

■  C 

■  C 

meiLire-oiaie  oueei  equity  inv/oiaie  oi 

20.4 

U.J 

M 
4/ 

91  7 

7  9 
1  .L 

A  <\C\ 
4.  JU 

1 .  JUd 

D 

D 

MFS  Capital  Development/MFS 

8.5 

20.8 

0.9 

708 

20.4 

5.1 

5.75 

0.89 

A 

D 

MFS  Emerging  Growth/MFS 

10.0 

38.1 

none 

337 

32.3 

0.6 

5.75 

1.46 

■  C 

■  C 

MFS  Lifetime  Capital  Growth/MFS 

 * 

12.9 

0.1 

474 

16.2 

5.9 

5.00b 

2.24 

■  A 

■  i" 

MFS  Lifetime  Emerging  Growth/MFS 

 * 

35.5 

none 

521 

32.2 

0.5 

5.00b 

2.33 

■  B 

■  D 

KS,FS  Lifetime  Managed  Sectors/MFS 

 * 

17.7 

none 

247 

31.4 

4.4 

5.00b 

2.37 

■  D 

■  A 

MFS  Lifetime  Total  Return/MFS 

14.5 

3.0 

465 

16.7 

7.0 

5.00b 

2.23 

■  B 

■  D 

MFS  Managed  Sectors/MFS 

 * 

18.6 

none 

145 

31.5 

4.4 

5.75 

1.67 

■  i-und  rated  for  two  periods  only;  maximum  allowable  grade  A. 

*Fund  not  in  operation  for  full  period. 

tClosed  to  new  investors.    §Distributor  may  impose 

redemption  fee,  with  procee  1s  reverting  to  other  fund  shareholders 

**  A. a  liable  only  through  monthly  contractual  plan,    a:  Net  of  absorption  of  expenses  by  fund 

sponsor. 

b:  Includes  back-end  load  that  reverts  to  distributor. 

NA:  Not  applicable  or  not  available. 

Rules,  page  126.  Distributor  table,  page  202. 
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Performance 

Fund/d  istnbutor 

 Total  return  

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

market 

sales 

expenses 

—markets— 

average 

12 

($mil) 

P/E 

cap 

charge 

per 

6/83 

months 

($bil) 

$100 

to  6/93 

Standard  &  Poor's  500  stock  average 

14.4% 

13.5% 

2.8% 

Forbes  stock  fund  composite 

11.5% 

19.0% 

1.4% 

$1.25 

C 

C 

MFS  Research  Fund/MFS 

10.8% 

24.4% 

0.5% 

$274 

25.5 

$1.7 

5.75% 

$0.95 

B 

D 

MFS  Special  Fund/MFS 

11.0 

33.1 

none 

129 

22.3 

0.7 

5.75 

1.53 

MFS  Utilities  Fund/MFS 

24.5 

5.0 

30 

NA 

NA 

4.75 

0.65a 

Midwest  Strategic-Utility  Income/Midwest 

 * 

17.2 

4.2 

46 

15.8 

5.1 

4.00 

1.40 

■  A 

■  C 

MIM  Stock  Appreciation/MIM 

 * 

21.3 

none 

48 

23.7 

1.1 

none 

2.50 

■  C 

■  B 

Mimlic  Investors  Fund  l/Mimlic 

 * 

10.8 

0.4 

29 

20.2 

4.9 

5.00 

1.40 

■  B 

■  C 

Monetta  Fund/Monetta 

 * 

5.3 

0.1 

535 

20.5 

0.5 

t 

1.39 

Montgomery  Small  Cap/Montgomery 

 * 

30.5 

none 

217 

25.1 

0.3 

t 

1.43 

■  B 

■  F 

Morgan  Grenfell  SmallCap/closed-end 

16.6 

none 

67 

25.7 

0.5 

NA 

1.44 

■  C 

■  D 

Morgan  Keegan  Southern  Cap/Morgan  Keegan 

 * 

13.2 

0.4 

46 

21.5 

9.3 

3.00 

2.00a 

C 

C 

MSB  Fund/MSB 

10.6 

17.8 

1.4 

41 

25.4 

2.7 

none 

1.13 

B 

B 

Mutual  Benefit  Fund/Mutual  Benefit 

13.6 

12.5 

2.1 

49 

17.8 

2.8 

4.75 

1.01 

A 

D 

Mutual  of  Omaha  Growth/Mutual  of  Omaha 

12.3 

24.8 

none 

127 

32.1 

0.3 

4.75 

1.15 

C 

B 

Mutual  Series-Beacon/Heine  Sees 

13.1 

23.6 

1.5 

791 

20.2 

1.2 

none 

0.81 

C 

A  + 

Mutual  Series-Mutual  Shares/Heine  Sees 

15.6 

21.0 

2.0 

3,225 

20.6 

1.7 

t 

0.78 

C 

A  + 

Mutual  Series-Qualified/Heine  Sees 

15.8 

21.7 

1.8 

1,396 

20.1 

1.5 

t 

0.82 

F 

B 

National  Industries  Fund/National  Inds 

8.1 

2.0 

1.2 

33 

21.0 

10.9 

none 

1.50 

B 

B 

National  Stock  Fund/Phoenix 

13.0 

26.2 

0.4 

226 

19.2 

3.4 

5.75 

1.35 

Nations-Equity  Inc  Invest-A/Nations 

 * 

11.9 

2.9 

38 

17.1 

10.6 

4.50 

1.15a 

B 

B 

Nationwide  Fund/Nationwide 

13.9 

6.5 

2.2 

747 

17.9 

8.5 

4.50 

0.61 

C 

B 

Nationwide  Growth  Fund/Nationwide 

13.3 

12.1 

1.6 

384 

21.3 

6.7 

4.50 

0.66 

N  &  B  Genesis  Fund/Neuberger 

 * 

18.6 

none 

116 

18.6 

0.3 

none 

1.71 

A 

C 

N  &  B  Guardian  Fund/Neuberger 

14.2 

22.0 

1.4 

1,601 

17.9 

5.0 

none 

0.82 

A 

C 

N  &  B  Manhattan  Fund/Neuberger 

14.4 

25.5 

0.4 

532 

22.9 

2.7 

none 

1.11 

C 

A 

N  &  B  Partners  Fund/Neuberger 

13.8 

21.8 

0.9 

1,083 

19.7 

2.1 

none 

0.86 

C 

B 

N  &  B  Selected  Sectors/Neuberger 

12.6 

24.3 

1.2 

547 

17.9 

7.6 

none 

0.91 

F 

C 

New  Alternatives  Fund/New  Alternatives 

2.9 

1  1  0 

11.3 

1.1 

31 

20.1 

0.6 

4.75 

1.04 

A 

■  C 

New  Economy  Fund/American  Funds 

30.1 

0.5 

1,468 

21.7 

5.9 

5.75 

0.89 

New  USA  Fund/New  USA 

12.4 

none 

276 

29.0 

1.4 

5.00 

2.21a 

A 

B 

New  York  Venture/Venture 

16.7 

26.3 

1.4 

704 

17.4 

7.7 

4.75 

0.91 

■  A 

■  D 

Nicholas-Applegate  Growth  Eq-A/Prudential 

— 1 

38.5 

none 

264 

28.6 

1.9 

5.25 

1.69 

B 

B 

Nicholas  Fund/Nicholas 

13.0 

14.5 

1.4 

3,087 

17.4 

2.8 

none 

0.76 

B 

■  C 

Nicholas  1  I/Nicholas 

 * 

13.8 

0.9 

742 

17.5 

0.6 

none 

0.64 

■  B 

■  B 

Nicholas  Limited  Edition/Nicholas 

 * 

21.7 

0.4 

184 

16.9 

0.3 

t 

0.92 

North  American-Growth  &  Inc/Wood  Logan 

17  4 

1.6 

28 

19.2 

7.9 

4.00 

1.99 

■  C 

■  D 

North  American  Growth/Wood  Logan 

16.6 

none 

65 

16.8 

2.2 

4.00 

1.99a 

C 

B 

Northeast  Investors  Growth/Northeast  Inv 

12.6 

7.4 

0.7 

39 

19.2 

14.3 

none 

1.42 

■  A 

■  F 

Oberweis  Emerging  Growth/Oberweis 

32.5 

none 

96 

24.6 

0.1 

none 

1.99a 

und  rated  for  two  periods  only;  maximum  allowable  grade  A. 

*Fund  not  in  operation  for  full  period. 

tClosed  to  new  investors.    §Distributor  may  impose 

lemption  fee,  with  proceeds  reverting  to  other  fund  shareholders 

.    "Available  only  through  monthly  contractual  plan,    a:  Net  of  absorption  of  expenses  by  fund 

ansor. 

b:  Includes  back-end  load  that  reverts  to  distributor. 

NA:  Not  applicable  or  not  available. 

Rules,  page  126.  Distributor  table,  page  202. 
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f^H  At  last  count,  America  had  more  than  3,000  mutual  funds.  Obviously,  what 
the  investor  needs  is  not  more  mutual  funds,  but  a  better  way  to  choose  one. 
jf^H  That's  why  T.  Rowe  Price  would  like  to  suggest  a  different  way  of  thinking. 
It's  a  more  enlightened  way  to  measure  a  mutual  fund's  success  called 


DRLDN 


P 


r 

< 

nj 

— 

ad 

Risk-Adjusted  Performance — an  approach  that  aims  to  achieve  attractive 
returns  with  an  acceptable  degree  of  risk.  pj|  Perhaps  that's  why  so  many 
T.  Rowe  Price  funds  have  earned  Morningstar's  prestigious  four-  and  five-star 
ratings.  J*K  To  learn  more  about  the  T.  Rowe  Price  family  of  mutual  finds, 
give  us  a  call  at  1-800-54/l-6/l  55,  and  ask  for  our  free  booklet:  "Risk- 
Adjusted  Performance:  A  Better  Way  to  Judge  Performance." 

Fl  It's  a  better  way  to  measure  T.R0WefriC(? 

performance.  It's  also  better  performance.    Invest  With  Confidence 

Momingstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  5/34/93.  These  ratings  are  calculated  from  the  funds'  three-,  five-,  and 
ten-year  average  annual  total  returns  with  fee  adjustments  and  a  risk  factor  that  reflects  the  funds'  performance  relative  to  the  three-month  Treasury  bill 
monthly  returns.  Ten  percent  of  the  funds  in  an  asset  class  receive  five  stars  and  22.5%  receive  four  stars.  Past  performance  is  no  guarantee  of  future 
results.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses.  Read  it  carefully  before  you 
invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor,  100  East  Pratt  Street,  Baltimore,  AID  21202.  IMG018996 
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Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

market 

sales 

expenses 

rkets— 

average 

12 

<G  mil  \ 

D/C 

r/t 

cap 

charge 

per 

6/83 

months 

($bil) 

$100 

to  o/yj 

Standard  &  Poor's  500  stock  average 

14.4% 

13.5% 

2.8% 

Forbes  stock  fund  composite 

11.5% 

19.0% 

1.4% 

$1.25 

■  C 

■  C 

Olympic  Trust-Equity  Income/Olympic 

 * 

11.7% 

2.8% 

$86 

17.5 

$6.1 

none 

$1.00a 

■  A 

mC 

Oppenheimer  Discovery/Oppenheimer 

 * 

J4.U 

none 

506 

27.0 

0.3 

5.75% 

1.23 

D 

D 

Oppenheimer  Fund/Oppenheimer 

7.0% 

13.3 

1.0 

216 

19.8 

2.7 

5.75 

1.05 

C 

C 

Oppenheimer  Special  Fund/Oppenheimer 

10.0 

16.8 

0.9 

744 

19.1 

4.3 

5.75 

0.94 

D 

D 

Oppenheimer  TargetVOppenheimer 

7.2 

16.2 

0.7 

393 

17.6 

3.9 

5.75 

1.09 

C 

C 

Oppenheimer  Time  Fund/Oppenheimer 

10.6 

20.8 

0.3 

371 

25.4 

1.8 

5.75 

0.99 

B 

C 

Oppenheimer  Total  Return-A/Oppenheimer 

12.9 

29.6 

2.2 

991 

19.3 

1.8 

5.75 

0.96 

Oppenheimer  Value  Stock-A/Oppenheimer 

 * 

11.3 

2.0 

87 

18.3 

5.9 

5.75 

1.19 

A 

■  C 

Pacific  Horizon-Aggressive  Growth/Pacific 

_* 

24.9 

none 

172 

26.5 

1.1 

4.50 

1.48a 

Pacif ica  Equity  Value/Furman 

 * 

22.5 

1.7 

129 

16.6 

3.6 

4.50 

1.01a 

■C 

■  C 

PaineWebber  Blue  Chip  Growth-A/PaineWebber 

 * 

19.4 

none 

108 

24.8 

3.7 

4.50 

1.26 

PaineWebber  Capital  Apprec-A/PaineWebber 

_* 

21.9 

none 

186 

NA 

NA 

4.50 

1.72 

D 

■  A 

PaineWebber  Dividend  Growth/PaineWebber 

 * 

4.7 

1.2 

938 

17.9 

5.9 

4.50 

1.14 

■  R 

■  D 

■  r 

PaineWebber  Growth  Fund-A/PaineWebber 

 * 

18  9 

10. L 

none 

207 

26.3 

1.3 

4.50 

1.36 

■  A 

■  C 

PaineWebber  Regional  Finl  Growth-A/PaineWebber 

 * 

30.1 

0.6 

73 

13.1 

0.7 

4.50 

1.87 

■  A 

■  F 

Parnassus  Fund/Parnassus 

 * 

32.7 

0.1 

79 

19.2 

0.6 

3.50 

1.47 

■  A 

■  D 

Pasadena  Growth  Fund/Pasadena 

-1.4 

none 

595 

22.1 

6.9 

5.50 

1.60 

Pasadena  Nifty  Fifty/Pasadena 

 * 

3.9 

none 

169 

21.5 

12.1 

5.50 

1.82 

Patriot  Premium  Dividend  Fund  l/closed-end 

 * 

23.7 

10.9 

228 

14.5 

6.1 

NA 

1.59 

Patriot  Premium  Dividend  Fund  ll/closed-end 

?4  8 

£4.0 

10.1 

301 

14.5 

6.1 

NA 

1.33 

Patriot  Select  Dividend  Trust/closed-end 

 * 

21.2 

9.5 

240 

14.3 

6.1 

NA 

1.69 

D 

B 

Penn  Square  Mutua!/Penn  Square 

12.0 

12.5 

2.1 

244 

21.9 

6.3 

4.75 

0.96 

c 

B 

Pennsylvania  Mutual  Fund/Penn  Mutual 

11.8 

15.3 

1.2 

1,059 

19.2 

0.3 

t§ 

0.91 

Peoples  Index  Fund/Dreyfus 

 * 

13.3 

2.5 

259 

19.5 

13.8 

none§ 

0.00a 

Peoples  S&P  MidCap  Index/Dreyfus 

 * 

22.4 

1.6 

55 

21.8 

1.5 

none§ 

0.00a 

F 

A 

Petroleum  &  Resources  Corp/closed-end 

10.4 

21.3 

2.4 

367 

21.4 

7.0 

NA 

0.66 

D 

B 

Philadelphia  Fund/Philadelphia 

9.0 

15.8 

1.3 

95 

17.9 

3.1 

none 

1.81 

D 

A 

Phoenix  Growth  Fund/Phoenix 

14.4 

7.1 

1.5 

2,596 

19.3 

10.0 

4.75 

1.20 

Phoenix  Multi-Capital  Apprec/Phoenix 

 * 

14.6 

0.7 

348 

18.3 

5.3 

4.75 

1.40 

C 

B 

Phoenix  Stock  Fund/Phoenix 

12.3 

16.3 

1.6 

140 

21.6 

7.6 

4.75 

1.28 

F 

A 

Phoenix  Total  Return/Phoenix 

10.8 

14.3 

1.2 

80 

20.7 

6.3 

4.75 

1.32 

Pierpont  Capital  Appreciation/Fund  Dist 

 * 

32.8 

none 

195 

NA 

NA 

none 

0.91a 

Pierpont  Equity  Fund/Fund  Dist 

 * 

13.0 

1.9 

207 

NA 

NA 

none 

0.91a 

r 
\* 

a 

Q 

Pilgrim  MagnaCap  Fund2/Pilgrim 

19  A 

0.0 

1.0 

197 

21.4 

6.7 

5.00 

1.50 

■  A 

■c 

Pilgrim  Regional  Bankshares/closed-end 

 + 

19.1 

2.5 

143 

12.2 

0.8 

NA 

1.24 

Pioneer  Capital  Growth/Pioneer 

 * 

27.8 

none 

167 

18.3 

0.1 

5.75 

1.29 

Pioneer  Equity-Income/Pioneer 

 * 

21.6 

3.1 

110 

16.9 

3.0 

5.75 

1.38 

C 

c 

Pioneer  Fund/Pioneer 

11.1 

15.2 

2.1 

1,913 

18.9 

3.5 

5.75 

0.98 

nl-und  rated  for  two  periods  only;  maximum  allowable  grade  A.    *Fund  not  in  operation  for  full  period 

tClosed  to  new  investors.    §Distributor  may  impose 

redemption  fee,  with  p     -  -:is  reverting  to  other  fund  shareholders.  * 

*  Available  only  through  monthly  contractual  plan,    a:  Net  of  absorption  of  expenses  by  fund 

sponsor. 

b:  Includes     -'•  -;r  .1  load  that  reverts  to  distributor.  NA 

Not  applicable  or  not  available.  ' 

Reflects  performance  of  Oppenheimer  Regency  prior  to 

6/9 1  merger.    2Reflects  oe'     nance  of  Pilgrim  Fund  prior  to  6/85  merger. 

Rules,  page  126.  Distributor  table,  page  202. 
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Forbes  ■  August  30,  1993 


Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

/o 

average 

nidrivci 

sales 

Qvnoncoc 

t  A  JJcl  1  i"j 

—markets— 

average 

12 

($mil) 

P/E 

cap 

charge 

per 

6/83 

months 

1 1  \\J\  1  LI  13 

($bil) 

$100 

to  6/93 

Standard  &  Poor's  500  stock  average 

1  A  AO/ 

14.4/0 

1  O  CO/ 

Ij.b/o 

2.8% 

Forbes  stock  fund  composite 

1 1  GO/ 

1 0  no/ 

iy.u/o 

1.4% 

>j>  i  (-  j 

C 

C 

Pioneer  1  I/Pioneer 

10.8% 

15.3% 

2.0% 

$4,261 

18.5 

$2.4 

5.75% 

$0.95a 

B 

C 

Pioneer  Three/Pioneer 

12.2 

21.1 

1.4 

973 

18.4 

0.4 

5.75 

0.84 

Piper  Jaffray  Emerging  Growth/Piper 

26.2 

none 

167 

24.3 

0.9 

4.00 

1.30a 

■  B 

■  B 

Piper  Jaffray  Value/Piper 

 * 

in  c 
11). j 

0.7 

246 

21.5 

4.2 

4.00 

1.29 

PNC  Growth  Equity/PNC 

1  1  7 

11./ 

1.2 

90 

20.2 

6.9 

4.50 

1.40a 

PNC  Index  Equity/PNC 

* 

1 0  fl 

iL.o 

2.2 

197 

NA 

NA 

4.50 

1.00a 

PNC  Small  Cap  Value  Equity/PNC 

 * 

26.4 

0.3 

125 

NA 

NA 

4.50 

1.40a 

PNC  Value  Equity/PNC 

 * 

16.1 

2.0 

403 

NA 

NA 

4.50 

1.40a 

Portico-Equity  Index/Sunstone 

 * 

12.5 

2.3 

77 

19.7 

13.3 

0.25 

0.50a 

Portico-Income  &  Growth/Sunstone 

* 

Q  C 

y.o 

2.6 

153 

18.9 

4.4 

none 

0.85a 

Portico-Special  Growth/Sunstone 

 * 

1 1  Q 

0.4 

291 

22.0 

0.7 

none 

0.85a 

■  u 

■  A 

■  A 

T  Rowe  Price  Capital  Appreciation/Price 

* 

1  *)  c 
1,5. D 

4.1 

461 

26.3 

2.4 

none 

1.08a 

■c 

■  B 

T  Rowe  Price  Equity  Income/Price 

 * 

14.4 

3.4 

2,557 

18.6 

8.8 

none 

0.97 

c 

C 

T  Rowe  Price  Growth  &  Income/Price 

10.9 

20.4 

3.2 

1,087 

19.1 

5.1 

none 

0.85 

B 

C 

T  Rowe  Price  Growth  Stock/Price 

11.6 

14.7 

0.9 

1,787 

21.6 

4.8 

none 

0.83 

T  Rowe  Price  MidCap  Growth/Price 

 * 

ob.y 

none 

36.9 

24.0 

0.9 

none 

1.25a 

■A 

■  D 

T  Rowe  Price  New  America  Growth/Price 

 * 

none 

517 

25.8 

1.3 

none 

1.25 

n 
u 

D 

D 

T  Rowe  Price  New  Era/Price 

in  7 

1U./ 

1 1  ^ 

11. D 

2.2 

739 

26.2 

7.8 

none 

0.81 

B 

D 

T  Rowe  Price  New  Horizons/Price 

7.5 

29.7 

none 

1,451 

28.1 

0.8 

none 

0.93 

C 

D 

T  Rowe  Price  OTCVPrice 

8.9 

22.4 

0.5 

187 

21.3 

0,2 

none 

1.25 

T  Rowe  Price  Science  &  Technology/Price 

39.7 

none 

353 

31.9 

1.3 

none 

1.25a 

T  Rowe  Price  Small-Cap  Value/Price 

 * 

LI. 3 

n  7 
U./ 

a  no 
4118 

1  7  7 

U.I 

n  i 

0.1 

j. 

T 

T  Rowe  Price  Snprtrum— Grnwth/Pripp 

 * 

1  7  3 

1.8 

449 

22.5 

6.3 

non6 

0  885 

■  A 

Primary  Trend  Fund/Primsry  Trend 

8  3 

O.J 

2.5 

25 

22.9 

3.5 

none 

1.10 

Prime-Altura  ValuGrowth  Stock/Forum 

 * 

12.0 

1.0 

113 

23.3 

5.1 

4.50 

1.20a 

■  0 

■  B 

Principal  Preserv-Div  Achievers/Ziegler 

— * 

6.8 

1.0 

26 

18.3 

5.0 

4.50 

1.20a 

■  D 

■  B 

Principal  Preserv-S&P  100  Plus/Ziegler 

10.8 

1.5 

34 

20.9 

25.7 

4.50 

1.30 

C 

B 

Princor  Capital  Accumulation/Princor 

13. u 

1 i  n 

u.u 

o  n 

OOP. 

(.La 

i  o  n 

iy.u 

A  7 
4./ 

c  nn 

n  O/i 

Princor  Emerging  Growth/Pnncor 

tU.J 

0.6 

38 

19.1 

0.1 

5  00 

1.56 

B 

D 

Princor  Growth  Fund/Pnncor 

1 0  0 

ILL 

1  1  C 
1 1.3 

1.3 

73 

19.9 

4.3 

5.00 

1.17 

B 

B 

Prudential  Equity  Fund-A/Prudential 

14.4 

20.5 

1.5 

1,726 

22.1 

5.4 

5.25 

0.99 

■  C 

■  B 

Prudential  Equity  Income-A/Prudential 

 * 

24.8 

3.3 

426 

NA 

NA 

5.25 

1.27 

Prudential  FlexiFund-Conserv-A/Prudential 

 * 

17.3 

3.1 

336 

22.3 

4.7 

5.25 

1.20 

Prudential  FlexiFund-Strategy-A/Prudential 

 * 

13.1 

3.2 

387 

20.6 

6.2 

5.25 

1.19 

D 

C 

Prudential  Growth  Fund-A/Prudential 

9.3 

13.2 

1.1 

226 

NA 

NA 

5.25 

1.00 

B 

D 

Prudential  Growth  Oppor-A/Prudential 

9.1 

26.1 

none 

408 

18.4 

0.4 

5.25 

1.17 

Prudential  Multi-Sector-A/Prudential 

22.7 

2.1 

141 

18.1 

2.2 

5.25 

1.33 

C 

A  + 

Prudential  Utility  Fund-A/Prudential 

18.8 

23.7 

3.4 

4,615 

15.9 

3.3 

5.25 

0.86 

und  rated  for  two  periods  only;  maximum  allowable  grade  A. 

'Fund  not  in  operation  for  full  period 

tClosed  to  new  investors.    §Distributor  may 

impose 

lemption  fee,  with  proceeds  reverting  to  other  fund  shareholders 

.    "Available  only  through  monthly  contractual  plan,    a:  Net  of  absorption  of  expenses  by  fund 

ansor. 

b:  Includes  back-end  ioad  that  reverts  to  distributor. 

NA:  Not  applicable  or  not  available.  1 

Formerly  Over-the-Counter  Securities. 

Rules,  page  126.  Distributor  table,  page  202. 
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STOCK  FUNDS 


FUNOSURUEY 


Perforiranue 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP 

OOWN 

annual 

last 

% 

6/30/93 

average 

market 

sales 

expenses 

-markets- 

average 

12 

($mil) 

P/E 

cap 

charge 

per 

6/83 

months 

($bil) 

$100 

to  6/93 

Standard  &  Poor's  500  stock  average 

14.4% 

13.5% 

2.8% 

Forbes  stock  fund  composite 

11.5% 

19.0% 

1.4% 

$1,25 

Putnam  Pnrnnrato  Accat /Putnam 
rUUldMl  UOipurdlC  Hbbcl/TUUIdlll 

12.9% 

7 

/  .t  /o 

fit}  J 

19  7 

13./ 

tin  8 

L.JU  10 

JO  81 

Putnam  HiuirlenH  f^rrvjuth-A/Piitnain 
f  Li L!  Id 1 1 1  UIVIUCMU  UIUWU I  n/ r  UUIdlll 

 * 

9.8 

?  7 

L.I 

4/ 

16  5 

S  7 

■J.  1 

5  75 

J.I  J 

1  55 
1 .  jj 

D 

D 

Putnam  Energy-Resources  Trust/Putnam 

9.5% 

27.6 

1.2 

143 

20.1 

3.6 

5.75 

1.58 

0 

Q 

B 

Putnam  Equity  IncomeVPutnam 

9.5 

17.7 

4.1 

330 

20.2 

6.5 

5.75 

1.23 

U 

A 

A 

Putnam  Fund  for  Growth  &  Inc-A/Putnam 

13.7 

14.1 

3.8 

5,856 

17.1 

9.5 

5.75 

1.05 

D 

C 

Putnam  Health  Sciences-A/Putnam 

11.5 

-0.1 

0.5 

836 

19.0 

9.6 

5.75 

1.21 

B 

c 

Putnam  Inupttnrc  FiinH-A/PiitnatTi 
ruiiidiii  iiivcMuio  ruiiu'n/ruuiaiii 

11.3 

24.4 

1  1 

1 .  i 

817 

Oil 

2?  5 

4  9 

5  75 

J.I  J 

1  03 

1  -UJ 

mu 

■  D 

Putnam  Mimodrl  Inmmo.A/Pntnam 
rUUldlll  IVIdlldgCU  IIILUIIIC"n/r UUidlll 

 * 

16.5 

567 
Ju/ 

LL.J 

fi  1 

u.  1 

j.  /  j 

1  li 

1.14 

A 

■  n 

■  u 

Putnam  New  Opportunities-A2/Putnam 

 * 

46.0 

none 

334 

32.0 

0.7 

5.75 

1.64 

A 

U 

Putnam  OTC  Emerging  Growth-A/Putnam 

14.7 

38.1 

none 

361 

25.1 

0.4 

5.75 

1.34 

Putnam  Utilities  Growth  &  Inc-A/Putnam 

 * 

19.4 

5.3 

939 

15.8 

5.6 

5.75 

1.33 

B 
D 

u 

Putnam  Vista  Fund-A/Putnam 

12.4 

23.6 

1.7 

449 

21.6 

1.3 

5.75 

1.11 

A 

D 

Putnam  V/nv/aoor  Funrl-A/Pntnam 
rUUldMl  VUjdgCI  r  ui  iU"H/r  uuidiu 

14.1 

21.9 

u.u 

?  fiRl 

£,001 

?fi  fi 

LU.U 

1  9 

5  75 
j.i  j 

1  70 

1  -LU 

■  C 

■  B 

Hi lantitatiup— Rnctnn  f^rnuuth  SL  lnr-Oria3/f)iiant 

lyUalllKdllVt    DU51UII  UIUWU1  Ot  Mil*  Ullg  /UUalll 

 * 

16.2 

1  (1 

17  5 
1  / .  j 

5  ? 

J.L 

1  onh 

1  uuu 

1  84 

1 .04 

Quest  for  Value-Growth  &  Inc/Quest 

 * 

10.0 

2.6 

27 

17.3 

7.1 

4.75 

1.90a 

Quest  for  Value-Small  Cap/Quest 

 * 

23.4 

none 

90 

16.9 

0.2 

5.50 

1.94 

c 

L 

D 
D 

Quest  for  Value  Fund/Quest 

12.5 

18.8 

0.4 

231 

17.5 

4.1 

5.50 

1.73 

Quest  for  Value  Dual-Capital4/closed-end 

17  fi 
1/.6 

3.4 

718 

NA 

NA 

0.74 

 * 

none 

Quest  for  Value  Dual-Income 

■  r 

■  R 

■  D 

Rpirh  SL  Tana  Fm  litv/Rpirh  Jfc  Tano 

r\LILIl  Ot   Idllg  L.L|Ullj/nclLII  ol  Idllg 

 * 

20.2 

1  7 

i.L 

105 

18  3 

?  0 

L.U 

none 

1  1? 

Reynolds  Blue  Chip  Growth/Fiduciary  Mgmt 

 * 

0.8 

0.6 

43 

20.2 

17.7 

none 

1.40 

■  n 

■  A 

Rightime  Blue  Chip/Lincoln  Inv 

 * 

11.0 

0.7 

222 

19.7 

13.3 

4.75 

2.17 

■  r 

m  A 

Rightime  Fund/Lincoln  Inv 

 * 

12.3 

0.1 

172 

22.5 

4.7 

none 

2.54 

Rightime  Growth  Fund/Lincoln  Inv 

 * 

7.0 

0.5 

40 

17.1 

2.9 

4.75 

2.33 

Qiahtimp  MiHP an  FunH/l  inrnln  Inw 

■AlgllLMIIC  IVIIU^dU  r  Ul  IU/LllltUIII  IIIV 

18.4 

(1  ? 

51 

JL 

71  9 

1.5 

4.75 

2.19 

Rnhprtcnn  stonhAnc  Fmproino  nrnw/th/Rnhprt<:nn 

r\UUCI  L3UII  OlCpilCMo  L.I  MCI  gll  Ig  VJI  UVVll  1/ l\UUCI  t  jUII 

 * 

4.4 

noriG 

180 

28.7 

0.2 

none 

1.49 

■  D 

■  r 

Rodney  Square  Multi-Mgr-Growth/Rodney  Sq 

 * 

18.6 

none 

59 

23.9 

0.9 

4.00 

1.46 

Royce  Fund-Equity  Income/Quest  Dist 

— * 

20.8 

3.9 

66 

18.8 

0.3 

none§ 

1.00a 

V 

D 
D 

Royce  Fund-Value/Quest  Dist 

10.9 

16.0 

0.4 

186 

19.4 

0.2 

1.00b 

1.88a 

m  R 

■  r 

Royce  Value  Trust/closed-end 

 * 

22.0 

1.1 

229 

19.4 

0.1 

NA 

0.81 

B 

■c 

RPF  r\f  A mofir a_f"im\A/th5/Vpnti tro 
i\rr  UI  HIMci  lid- Uf  UWU1  /VclilUIc 

13.3 

non6 

4£ 

NA 

lln 

lln 

i  nnti 

4. uuu 

?  55 

Rurlpv—Klnua^/Piichmrtro 
r\yucA~l'luVd  /rvuolllllUlc 

13.8 

1  fi 
1  .u 

?fi 

1Q  1 

lj.1 

LL.L 

nunc 

1.50 

A 

c 

^'ifprrt  Fniiitu  FunnV^aforn 
JolCl'U  L.LJUIiy  rUMU'OdlcLU 

13.9 

32.5 

i.e. 

171 

V  7 

LL.I 

1  7 

1./ 

none 

095 

B 

D 

^afprn  firnuuth  FunH/^afprn 

JdKl  v  UIUWUI  rtlMU/OdlCLU 

9.5 

19.7 

nnnp 
nunc 

146 

LCI 

0.2 

none 

0.92 

D 

A 

Safeco  Income  Fund/Safeco 

12.6 

15.5 

4.5 

200 

■  18.8 

2.8 

none 

0.88 

3afeco  Northwest  Fund/Safeco 

 * 

10.5 

0.4 

41 

17.9 

0.9 

none 

1.11 

C 

D 

Salomon  Brothers  Capital/Salomon 

9.4 

15.4 

0.6 

109 

19.7 

2.4 

none 

1.34 

D 

C 

Salomon  Brothers  Fund/closed-end 

10.5 

12.5 

2.2 

1,147 

21.5 

7.9 

NA 

0.43 

"Fund  rated  for  two  penods  only;  maximum  allowable  grade  A.    *Fund  not  in  operation  for  full  period. 

§Distributor  may  impose  redemption  fee,  with  proceeds 

reverting  to  other  fund  shareholders,    a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b: 

Includes  back-end  load  that  reverts  to  distributor. 

NA:  Not  applicable 

or  not 

available. 

'Formerly  Putnam  Strategic  Income.   2Reflects  performance  of  Putnam  Information  Sciences  prior 

to  3/92  merger,    formerly  US 

Boston- 

Growth  & 

Income    •'Dual  fund.  Performance,  asset  and 

expense 

data  on  capital  and 

income  shares  treated 

as  a  unit. 

formerly 

RPF  of 

America-Equity. 

"Formerly  Rushmore-Nova. 

Rules,  page  126.  Distributor 

table,  page  202. 
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Forbes  ■  August  30,  1993 


Performance 
UP  DOWN 

—markets— 

Fund/distributor 

 Tota 

annual 
average 
6/83 
to  6/93 

return  

last 
12 
months 

Yield 

% 

Assets 
6/30/93 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 

per 
$100 

Standard  &  Poor's  500  stock  average 

14.4% 

13.5% 

2.8% 

Forbes  stock  fund  composite 

11.5% 

19.0% 

1.4% 

$1.25 

C 

C 

Salomon  Brothers  Investors/Salomon 

11.2% 

18.9% 

2.0% 

$386 

20.5 

$7.9 

none 

$0.71 

B 

B 

Salomon  Brothers  Opportunity/Salomon 

13.4 

18.4 

1.1 

113 

18.8 

4.9 

none 

1.24 

D 

■  A 

SBSF  FundVSBSF 

— * 

21.6 

2.5 

114 

22.3 

6.3 

none 

1.10 

A 

D 

Scudder  Capital  Growth/Scudder 

13.6 

20.3 

0.5 

1,315 

22.9 

3.8 

none 

0.97 

B 

D 

Scudder  Development  Fund/Scudder 

9.6 

22.4 

none 

822 

26.8 

0.5 

none 

1.30 

C 

D 

Scudder  Growth  &  Income/Scudder 

12.1 

14.3 

2.9 

1,428 

19.3 

4.9 

none 

0.92a 

Scudder  Quality  Growth/Scudder 

— * 

9.0 

0.2 

130 

21.2 

4.4 

none 

1.22 

B 

D 

Security  Equity  Fund/Security  Dist 

11:5 

16.8 

0.8 

368 

16.9 

4.9 

5.75% 

1.06 

F 

B 

Security  Investment  Fund/Security  Dist 

7.2 

13.8 

3.3 

78 

NA 

NA 

5.75 

1.26 

B 

F 

Security  Ultra  Fund/Security  Dist 

&  i 

D.l 

none 

bo 

10  c 

iy.b 

U.l 

b./b 

1  9  1 

1.31 

■  C 

■  C 

SEI  Index  S&P  500  Index/SEI 

13.4 

2.5 

674 

19.7 

13.1 

none 

0.25a 

B 

A 

Selected  American  Shares/Venture 

15.7 

12.5 

1.1 

474 

20.4 

9.5 

none 

1.17 

C 

0 

Selected  Special  Shares/Venture 

9.6 

15.5 

0.6 

59 

21.5 

0.8 

none 

1.41a 

A 

D 

Seligman  Capital  Fund-A/Seligman 

10.1 

18.2 

none 

200 

24.8 

3.1 

4.75 

1.21 

B 

B 

Seligman  Common  Stock-A/Seligman 

13.2 

16.2 

2.7 

540 

20.7 

9.0 

4.75 

1.00 

A  + 

■  D 

Seligman  Commun  &  Info-A/Seligman 

43.8 

none 

70 

33.3 

1.3 

4.75 

1.76 

Seligman  Frontier  Fund-A/Seligman 

35.7 

none 

38 

28.6 

0.4 

4.75 

1.37 

B 

D 

Seligman  Growth  Fund-A/Seligman 

10.2 

15.2 

0.5 

577 

25.7 

4.7 

4.75 

1.02 

C 

A 

Sentinel  Common  Stock/Equity 

14.4 

10.4 

3.0 

877 

18.1 

13.0 

5.00 

0.86 

C 

D 

Sentinel  Growth  Fund/Equity 

9.3 

11.6 

0.2 

61 

22.0 

2.5 

5.00 

1.24 

c 

C 

Sentry  Fund/Sentry 

10.4 

9.2 

1.5 

75 

20.2 

4.9 

none 

0.90 

c 

A  + 

Sequoia  Fund/Sequoia 

10. J 

n. i 

1.0 

1  ,H3U 

9£  7 

i  n  n 

1U.U 

T 

i  nn 
l.UU 

Sessions  Riverside  Capital  Equity/Winsbury 

10.6 

1.7 

51 

24.4 

0.6 

3.00 

1.73 

Sessions  Sun  Eagle  Equity  Growth/Winsbury 

 * 

13.8 

2.1 

41 

NA 

NA 

4.00 

0.35a 

Shadow  Stock  Fund/Jones  &  Babson 

 * 

19.3 

1.0 

34 

17.1 

0.1 

none 

1.26 

Sierra-Emerging  Growth2/Gt  Western 

— * 

19.7 

none 

96 

27.4 

0.6 

4.50 

1.60a 

Sierra-Growth  &  lncome3/Gt  Western 

9.2 

1.0 

98 

18.4 

6.3 

4.50 

1.45a 

A 

C 

cirr  Tuicf /cite 
oirt  i  rust/oirt 

1/1  8 
14.0 

99  7 
LL.I 

9.  7 
i.l 

14. y 

9  9 

£  9£ 
070 

u.yy 

D 

B 

Sit  New  Beginning  Growth  &  Income/Sit 

11.3 

9.5 

1.4 

38 

22.5 

10.1 

none 

1.44 

A 

D 

Sit  New  Beginning  Growth/Sit 

12.9 

13.9 

0.4 

342 

22.8 

1.4 

none 

0.82 

■  A 

■  D 

Skyline  Fund-Special  Equities/Skyline 

— * 

40.3 

none 

213 

16.4 

0.2 

t 

1.51 

D 

B 

Smith  Barney  Equity  Funds-A/SB  Shearson 

10.9 

18.4 

1.7 

87 

19.8 

5.5 

4.50 

0.99 

D 

A 

Smith  Barney-Income  &  Growth-A/SB  Shearson 

12.7 

14.2 

3.5 

622 

17.7 

10.4 

4.50 

0.92 

SBS  Advisors4/SB  Shearson 

— * 

20.8 

none 

135 

NA 

NA 

5.00 

2.17 

A 

■  D 

SBS  Aggressive  Growth-A4/SB  Shearson 

 * 

15.4 

none 

166 

22.7 

1.7 

5.00 

1.31 

C 

B 

SBS  Appreciation-A4/SB  Shearson 

1 9  c 
1  j  b 

1  1  9 
117 

1  A 

1.4 

O  Q1  9 

91  O 

Li.O 

1  9  1 

in 

D.UU 

l.tJa 

■  C 

■  C 

SBS  Equity-Growth  &  Oppor-A4/SB  Shearson 

 * 

20.8 

0.6 

143 

NA 

NA 

5.00 

1.37 

■  F 

■  A 

SBS  Equity-Sector  Ana  lysis- A4/SB  Shearson 

7.1 

0.4 

164 

NA 

NA 

5.00 

1.39 

und  rated  for  two  periods  only;  maximum  allowable  grade  A.    *Fund  not  in  operation  for  full  period, 
fund  sponsor,    b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or 
irra-Equity  Opportunity,    formerly  GW  Sierra-Growth  &  Income.    -"Formerly  Shearson  Funds. 

tClosed  to  new  investors,    a:  Net  of  absorption  of  expenses 
not  available.    'Formerly  SBSF  Growth,    formerly  GW 

Rules,  page  126.  Distributor  table,  page  202. 

bes  ■  August  30,  1993 


153 


STOCK  FUNDS 

FUND  SURVEY 


Performance 

Fund/dislnbutor 

 Total  return  

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

market 

sales 

expenses 

—markets — 

average 

12 

p/p 

cap 

charge 

per 

6/83 

months 

($bil) 

$1C0 

to  6/93 

Standard  &  Poor's  500  stock  average 

14.4% 

13.5% 

2.8% 

Forbes  stock  fund  composite 

11.5% 

19.0% 

1.4% 

$1 25 

■  D 

■  A 

SBS  Equity-Strategic  Invs-AVSB  Shearson 

 * 

13.6% 

2.3% 

$306 

NA 

NA 

5.00% 

$1.30 

B 

B 

SBS  Fundamental  Value-AVSB  Shearson 

12.0% 

21.8 

0.7 

177 

22 1 

$4.7 

5.00 

1 50 

■  C 

■  B 

SBS  Income-Premium  Tot  Ret-AVSB  Shearson 

12.6 

8.0 

1,208 

NA 

NA 

5.00 

1.17 

■  D 

■  C 

SBS  Invest-Directions  Value-AVSB  Shearson 

* 

10.7 

0.7 

176 

NA 

NA 

5.00 

1.05 

B 

F 

SBS  Invest-Special  Equities-AVSB  Shearson 

6.2 

52.0 

none 

82 

NA 

NA 

5.00 

1.51 

SBS  1990s  Fund-AVSB  Shearson 

— * 

1.4 

none 

33 

24.5 

1.0 

5.00 

1.84 

SBS  Small  Capitalization-AVSB  Shearson 

 * 

4.5 

none 

48 

22.5 

0.2 

5.00 

1.40 

A 

■  D 

SBS  Telecommun-Growth-AVSB  Shearson 

 * 

44.4 

0.2 

68 

31.8 

2.5 

5.00 

1.45 

Smith  Barney-Utility-A/SB  Shearson 

 * 

19.6 

5.5 

137 

15.3 

2.6 

4.50 

1.07 

Society-Ohio  Regional  Equity/Winsbury 

 * 

17.9 

1.4 

32 

21.4 

0.7 

4.00 

1.04a 

Society-Relative  Value  Equity/Winsbury 

 * 

14.6 

1.5 

243 

21.0 

7.9 

4.00 

0.89a 

D 

A 

SoGen  International  Fund/SoGen 

14.2 

14.9 

3.1 

823 

24.1 

0.4 

3.75 

1.31 

■  C 

■  B 

Sound  Shore  Fund/Forum 

 * 

22.1 

0.7 

51 

18.8 

1.6 

none 

1.37 

D 

A 

Source  Capital  Fund/closed-end 

13.1 

10.9 

2.8 

328 

21.8 

2.3 

NA 

0.94 

SAM  Small  Cap  Fund/Southeastern 

 * 

21.8 

none 

68 

20.5 

0.2 

none 

1.45 

■  A 

■  C 

SAM  Value  Trust/Southeastern 

— * 

24.4 

0.4 

325 

21.4 

1.4 

none 

1.29 

F 

■  C 

Stagecoach  Corporate  Stock/Stagecoach 

— * 

12.5 

1.9 

250 

19.4 

14.3 

none 

0.93a 

Stagecoach  Growth  &  Income/Stagecoach 

— * 

12.7 

1.8 

96 

20.1 

3.8  • 

4.50 

0.42a 

C 

C 

State  Bond  Common  Stock/SBM 

10.8 

6.5 

1.2 

44 

18.3 

13.5 

4.75 

1.21 

D 

A 

State  Bond  Diversified/SBM 

13.1 

8.0 

2.5 

38 

17.9 

9.3 

4.75 

1.19 

C 

B 

State  Street  Investment-A/State  St 

12.0 

13.6 

1.7 

828 

NA 

NA 

none 

0.51 

B 

F 

SteinRoe  Capital  Opportunities/Stein  Roe 

5.1 

22.4 

0.3 

128 

29.2 

1.8 

none 

1.06 

■  C 

■  B 

SteinRoe  Prime  Equities/Stein  Roe 

 * 

16.4 

1.1 

89 

22.2 

3.2 

none 

0.86 

A 

C 

SteinRoe  Special  Fund/Stein  Roe 

14.6 

25.6 

08 

944 

21.3 

1.5 

none 

0.96 

c 

D 

SteinRoe  Stock  Fund/Stein  Roe 

9.3 

10.0 

0.5 

387 

23.8 

7.0 

none 

0.88 

D 

B 

Stratton  Growth  Fund/Stratton 

9.0 

10.0 

2.7 

25 

19.0 

3.5 

none 

1.39 

D 

A  + 

Stratton  Monthly  Dividend  Shares/Stratton 

13.4 

19.7 

6.2 

158 

17.3 

1.6 

none 

0.97 

Strong  Common  Stock/Strong 

— * 

36.9 

0.2 

624 

19.8 

0.5 

t 

1.39 

Strong  Discovery  Fund/Strong 

 * 

15.6 

7.0 

224 

22.6 

0.5 

none 

1.46 

■  C 

■  B 

Strong  Opportunity  Fund/Strong 

 * 

29.1 

0.2 

318 

20.1 

1.7 

none 

1.42 

■  C 

■  D 

SunAmerica  Capital  Apprec  iation/SunAmerica 

* 

25.9 

none 

86 

23.2 

5.7 

5.00b 

2.50 

■  A 

■  F 

SunAmerica  Equity-Aggress  Growth/SunAmenca 

— * 

37.7 

none 

38 

27.4 

0.6 

5.75 

1.90 

■  B 

■  D 

SunAmerica  Equity-Emerg  Growth/SunAmenca 

41.1 

none 

35 

29.8 

0.6 

5.00b 

2.13 

■  B 

■  D 

SunAmerica  Equity-Growth/SunAmerica 

 * 

32.4 

none 

31 

25.1 

2.4 

5.75 

1.76 

B 

C 

TNE  Growth  Fund/TNE 

12.0 

7.8 

0.8 

1,184 

'  17.3 

4.0 

t 

1.15 

D 

C 

TNE  Growth  Opportunities/TNE 

10.2 

12.5 

1.8 

101 

18.9 

12.5 

5.75 

1.18 

B 

C 

TNE  Value  Fund2/TNE 

11.7 

16.2 

1.4 

171 

20.2 

4.9 

5.75 

1.32 

Third  Avenue  Value/Whitman 

33.7 

1.4 

91 

33.0 

0.3 

5.75 

2.32 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.    *Fund  not  in  operation  for  full  period.    tClosed  to  new  investors.    §Distributor  may  impose 
redemption  fee,  with  proceeds  reverting  to  other  fund  shareholders.    **  Available  only  through  monthly  contractual  plan,    a:  Net  of  absorption  of  expenses  by  fund 
sponsor,    b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available.    'Formerly  Shearson  Funds.    2Formerly  TNE  Retirement 

Equity. 
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Forbes  ■  August  30,  199; 


Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

market 

sales 

exnenses 

—markets— 

average 

12 

($mil) 

P/E 

cap 

charge 

per 

O/OJ 

months 

St  kil\ 

<£  1  nn 
$  1UU 

to  6/93 

Standard  &  Poor's  500  stock  average 

1/110/ 

14.4% 

13.5% 

2.8% 

Forbes  stock  fund  composite 

11  CO/ 

11.0% 

i  n  no/ 
19.0% 

1.4% 

$1.25 

B 

■  B 

Thomson-Growth-A/Thomson 

 * 

13.7% 

none 

$1,131 

24  8 

$9.6 

5.50% 

$1.15 

A  + 

■  C 

Thomson-Opportunity-A/Thomson 

 * 

54.2 

none 

592 

32.1 

0.7 

t 

1.25 

■  D 

■  B 

Tocqueviile  Fund/Tocqueville 

 * 

19.5 

1.2% 

26 

25.6 

4.0 

none 

1.73 

Tower-Capital  Appreciation/Federated 

* 

1  C  7 

lb./ 

2.1 

143 

17.1 

9.3 

4.50 

0.83a 

D 

D 

Transamerica  Capital  Apprec-A'/Transamerica 

C  AO/ 

0.4% 

1  1  0 

11. d 

none 

84 

24.4 

0.1 

5.75 

1.41 

Transamerica  Special  Blue  Chip/Transamerica 

none 

44 

18.6 

3.9 

6.00b 

2.25 

Transamerica  Special  Emerg  Grow-A/Transamerica 

_* 

29.2 

none 

259 

NA 

NA 

5.75 

1.67 

C 

B 

Tri-Continental  Corp/closed-end 

12.3 

11.6 

2.8 

2,132 

20.9 

9.3 

NA 

0.67 

A  + 

■  D 

20th  Century  Giftmst  lnvestors/20th  Century 

50.7 

none 

118 

27.4 

0.3 

none 

1.00 

A 

D 

£Uin  uciuury  urowin  invcbiurs/iUin  ueniuiy 

1  0  7 
IL.I 

7  A 
IA 

none 

/i  7ni 

iiXi 

7  Q 

none 

i  nn 
l.UU 

20th  Century  Heritage  lnvestors/20th  Century 

07  1 

LI.  i 

0.9 

603 

20.1 

1.2 

none 

1.00 

C 

C 

20th  Century  Select  lnvestors/20th  Century 

1  1  c 

11.  b 

1  C  0 

16.8 

1.2 

4,921 

20.6 

12.1 

none 

1.00 

A  + 

D 

20th  Century  Uitra  lnvestors/20th  Century 

13.6 

39.3 

none 

6,542 

33.1 

1.8 

none 

1.00 

A 

■  F 

20th  Century  Vista  lnvestors/20th  Century 

 * 

19.7 

none 

859 

29.9 

1.1 

none 

1.00 

D 

A 

UMB  Stock  Fund/lones  &  Babson 

11.1 

11.3 

2.2 

102 

21.3 

5.1 

none 

0.86 

C 

B 

United  Accumulative  Fund/Waddell 

1 9  A 
U.I 

1 C  1 

1  0 

1.3 

1,07b 

07  O 

22.0 

O  1 

i.i 

0  Cfi 

o.bU 

O.bd 

B 

B 

United  Income  Fund/Waddell 

1  E.  0 

ib.y 

1  C  7 

Id./ 

1.8 

2,790 

20.7 

11 

8.50 

0.66 

B 

C 

United  New  Concepts  Fund/Waddell 

1  1  A 

11.4 

1  Q  Q 

0.1 

196 

30.6 

0.4 

8.50 

1.19 

c 

B 

United  Science  &  Energy/Waddell 

12.1 

14.2 

0.2 

423 

33.7 

1.6 

8.50 

0.89 

D 

C 

United  Vanguard  Fund/Waddell 

9.2 

15.3 

0.5 

887 

24.6 

4.4 

8.50 

0.97 

C 

F 

USAA  Mutual-Aggressive  Growih/USAA 

4.8 

14.1 

none 

275 

21.9 

0.4 

none 

0.87 

D 

C 

uomm  iviuiuai— urowin/uoMw 

0  7 
0./ 

1C  7 

lb./ 

1  7 
LI 

coo 

on  o 
dU.o 

D.O 

none 

l  no. 

■  D 

■  A 

USAA  Mutual-Income  Stock/USAA 

1  /I  A 

14.4 

4.9 

891 

18.1 

6.3 

none 

0.71 

■  B 

■  D 

UST  Master  Funds-Equity/UST 

* 

73  1 
ii.l 

0.4 

111 

23.0 

3.3 

4.50 

1.08 

■  C 

■C 

UST  Master  Funds-lnc  &  Growth/UST 

 * 

27.5 

2.3 

60 

22.7 

1.6 

4.50 

1.15 

■  C 

■  B 

Value  Line  Convertible/Value  Line 

 * 

24.7 

4.1 

47 

14.6 

5.7 

none 

1.10 

B 

D 

Value  Line  Fund/Value  Line 

10.9 

25.2 

0.7 

344 

22.6 

3.2 

none 

0.84 

D 

A 

W^liit*  1  ino  1  n/~  Amo  f\l  a  1 1 1  o  1  mo 
VdlUc  LIHC  1 1 ILUM  lc/  V  d  1  Lit  LIMC 

in  9 

lo.o 

o.c 

171 

2(1  7 

LV.L 

&  7 

n  »p 

U.O  J 

B 

D 

Value  Line  Leveraged  Growth  Inv/Value  Line 

in  7 

1U./ 

0/1  0 

0.6 

297 

23.3 

3.1 

none 

0.93 

F 

F 

Value  Line  Special  Situations/Value  Line 

1  7 
LI 

1  7  1 
if  A 

0.0 

88 

24.3 

0.4 

none 

1.09 

■  D 

■  B 

Van  Kampen  Growth  &  Income-AA'an  Kampen 

— * 

15.6 

1.6 

37 

16.4 

7.0 

4.65 

1.71 

Vanguard  Equity  Income/Vanguard 

 * 

16.2 

4.2 

1,003 

18.7 

10.0 

none 

0.41 

D 

D 

Vanguard  Explorer  Fund/Vanguard 

4.8 

20.9 

0.3 

693 

23.3 

0.2 

none 

0.70 

Vanguard  Gemini  II  Capital2/closed-end 

 * 

21.9 

5.4 

338 

NA 

NA 

none 

0.54 

Vanguard  Gemini  II  Income 

Vanguard  Index-Extended  Mkt/Vanguard 

21.0 

DOO 

LIU 

i.i 

i  nn+3 

n  9n 

B 

B 

Vanguard  lndex-500  Portfolio/Vanguard 

14.1 

13.4 

2.6 

7.533 

19.7 

13.1 

 3 

0.19 

Vanguard  Index-Total  Stock  Mkt/Vanguard 

15.5 

3.1 

441 

20.5 

6.7 

0.25J3 

0.21 

und  rated  for  two  periods  only;  maximum  allowable  grade  A.    "Fund  not  in  operation  for  full  period. 

tClosed  to  new  investors. 

^Distributor  imposes  purchase 

»  with  proceeds  reverting  to  other  fund  shareholders,    a-.  Net  of  absorption  of  expenses  by  fund  sponsor. 

b:  Includes 

back-end 

load  that 

reverts  to 

>tri  butor.    NA:  Not  applicable  or  not  available.    'Reflects  performance  of  Criterion  Pilot  prior  to  6/89  merger.   2Dual  fund.  Performance,  asset  and  expense  data 

capita 

1  and  income  shares  treated  as  a  unit.   3Annual  $10  maintenance  fee. 

Rules,  page  126.  Distributor  table,  page  202. 
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STOCK  FUNDS 


FUND  SURVEY 


Performance 

Fund/dibtributor 

 Total  return  

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

market 

sales 

expenses 

-markets— 

average 

12 

($mil) 

P/E 

cap 

charge 

per 

6/83 

months 

($bil) 

$100 

to  6/93 

Standard  &  Poor's  500  stock  average 

14.4% 

13.5% 

2.8% 

Forbes  stock  fund  composite 

11.5% 

19.0% 

1.4% 

$1.25 

B 

C 

Vanguard/Morgan  Growth/Vanguard 

1110/ 

10.0  /o 

1.4% 

$1,154 

20.5 

$7.6 

none 

$0.48 

Vanguard/Primecap/Vanguard 

 * 

22.0 

0.7 

734 

NA 

NA 

none 

0.68 

■  C 

■  C 

Vanguard  Quantitative  Portfolios/Vanguard 

 * 

18.3 

3.4 

456 

16.9 

9.8 

none 

0.40 

c 

F 

Vanguard  Small  Cap  Stock/Vanguard 

3.6 

24.9 

1.2 

369 

21.7 

0.2 

1.00%t1 

0  IS 

c 

■  B 

Vanguard  Special-Energy/Vanguard 

 * 

37.0 

2.0 

252 

25.2 

2.5 

none§ 

0.21 

A 

■  B 

Vanguard  Special-Health  Care/Vanguard 

 * 

5.6 

2.2 

524 

19.6 

2.3 

none§ 

0.22 

B 

■  0 

Vanguard  Special-Service  Econ/Vanguard 

0.8 

32 

22.2 

3.3 

none§ 

0.56 

c 

■  D 

Vanguard  Special-Technology/Vanguard 

 * 

26.1 

0.6 

57 

25.0 

0.5 

none§ 

025 

Vanguard  Special-Utilities  Inc/Vanguard 

 * 

25.9 

4.5 

635 

15.5 

6.7 

none 

0.45 

c 

c 

Vanguard/Trustees'  Equity-US2/Vanguard 

11.0 

22.3 

1.8 

79 

19.3 

3.4 

none 

0.65 

■  C 

■  B 

Vanguard  US  Growth3/Vanguard 

 * 

3.6 

1.2 

1,964 

18.8 

16.9 

none 

0.48 

B 

B 

Vanguard/Windsor  Fund/Vanguard 

14.9 

16.7 

2.8 

9,860 

25.5 

4.8 

t 

0.38 

■  C 

■  C 

Vanguard/Windsor  1  I/Vanguard 

 * 

1  £  C 

3.1 

6,707 

18.9 

10.1 

none 

0.41 

Vista  Capital  Growth/Vista 

 * 

27.8 

0.3 

122 

25.5 

0.6 

4.75 

1.50a 

Vista  Equity  Fund/Vista 

 * 

11.9 

2.8 

118 

19.9 

12.0 

none 

0.30a 

Vista  Growth  &  Income/Vista 

 * 

22.5 

1.1 

575 

18.8 

3.9 

4.75 

1.40 

Vontobel  US  Value/Newport 

 * 

14.7 

1.4 

35 

14.9 

7.0 

none 

1.94 

■C 

■  C 

Voyageur  Growth  Stock/Voyageur 

 * 

2.1 

none 

27 

17.5 

7.9  • 

4.75 

1.90a 

■C 

■  B 

Warburg  Pincus  Capital  Appreciation/Counsellors 

1  O  0 

19. J 

03 

145 

20.3 

3.6 

none 

1.00a 

Warburg  Pincus  Emerging  Growth/Counsellors 

I* 

29.7 

none 

122 

27.7 

0.5 

none 

1.25a 

Warburg  Pincus  Growth  &  IncVCounsellors 

— * 

384 

1.0 

53 

23.2 

2.6 

4.75 

1.25a 

B 

A 

Washington  Mutual  Investors/American  Funds 

14.7 

16.1 

2.9 

11,689 

19.4 

9.1 

5.75 

0.70 

Weitz  Series  Fund-Value/Weitz 

— * 

18.0 

1.4 

81 

22.8 

4.4 

none 

1.35 

Westcore-Basic  Value/ALPS 

— * 

8.1 

1.6 

95 

15.9 

5.0 

4.50 

0.96a 

Westcore-Equity  Income/ALPS 

* 

1  A  ft 

14. U 

1.7 

37 

17.5 

6.4 

4.50 

0.99a 

Westcore-MIDCO  Growth/ALPS 

 * 

24.0 

0.0 

224 

30.6 

1.6 

4.50 

0.83a 

Westcore-Modern  Value  Equity/ALPS 

 * 

17.3 

2.1 

29 

16.3 

5.1 

4.50 

0.99a 

A 

0 

Winthrop  Focus  Funds-Aggressive/Wood 

9.4 

24.1 

0.3 

62 

14.8 

0.4 

4.00b 

1.25 

D 

D 

Winthrop  Focus  Funds-Growth5/Wood 

8.3 

13.5 

1.5 

48 

22.7 

7.6 

4.00b 

1.24 

D 

B 

Winthorp  Focus  Funds-Growth  &  Inc/Wood 

11.1 

17.0 

3.0 

49 

22.2 

6.3 

4.00b 

1.25 

Working  Assets-Citizens  Growth/Working  Assets 

1  O  0 
12.8 

0.1 

43 

24.0 

3.7 

4.00 

1.75 

B 

D 

WPG  Growth  &  Income/Weiss 

1  1  C 

00  ft 

1.8 

60 

19.2 

4.5 

none 

1.24 

■  B 

■  D 

WPG  Growth  Fund/Weiss 

* 

07  A 

LI  A 

0.0 

!66 

29.1 

0.3 

none 

0.99 

B 

D 

WPG  Tudor  Fund/Weiss 

10.0 

16.6 

none 

267 

29.2 

0.4 

none 

1.24 

■  D 

■  A 

Zweig  Fund/closed-end 

 * 

14.6 

3.1 

524 

•  22.1 

7.4 

NA 

1.26 

Zweig  Series-Appreciation-A/Zweig 

 * 

19.9 

0.4 

287 

15.3 

1.0 

5.50 

1.96 

■  D 

■A 

Zweig  Series-Priority  Select-A6/Zweig 

 * 

17.9 

0.6 

75 

22.5 

2.5 

5.50 

1.65 

Zweig  Series-Strategy-A/Zweig 

 * 

20.8 

1.0 

490 

14.5 

2.6 

5.50 

1.63 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.    'Fund  not  in  operation  for  full  period 

tClosed  to  new  investors.    §Distnbutor  may  impose 

redemption  fee,  with  proceeds  reverting  to  other  fund  shareholders. 

iDistributor  imposes  purchase  fee  with  proceeds  reverting  to  other  fund  shareholders. 

a:  Net  of  absorpcon  ol  expenses  by  fund  sponsor,    b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available.    'Annual  $10 

maintenance  fee. 

2Formerly  Vanguard  Trustees  Commingled-U.S. 

30nginally  part  of  Ivest  Fund. 

••Formerly  RBB  Equity  Growth  &  Income. 

Reflects 

performance  of  deVegh  Mutual  prior  to  5/87  merger.    6Reflects  performance  of  Zweig-Blue  Chip  prior  to  1990  merger. 

Rules,  page  126.  Distributor  table,  page  202. 
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friends 


nen  y<  rur 
were  sinking  their  bonuses 
into  slick  designer  suits, 

you  were  into  iNvnsco's 

Industrial  Income  Fund. 

And  now  the  only  suits  you 
wear  are  drip  dry. 


I  he  great  reports  on 
INVESCQs  Industrial  I  ncomc 
Putld  keep  coming  in  by  the 
boat  load.  Lippei  Analytical 
Services  ranked  the  Fund  in 
trie  top  25  of  all  mutual 
funds  for  the  ten  year  period 
ending  6/30/93.  Investor's 
Business  Daily  included  us  in 
their  fop  25  Income  Fundi 
and  Morningslar  awarded 
Industrial  Income  its  highest 
five-star  rating. 

While  past  performance  is 
no  guarantee  of  future  results, 
the  Industrial  Income  Fund 
hasn't  had  a  losing  year  in  over 
a  decade  and  has  paid  a  divi- 
dend every  quarter  since  I960. 

The  Industrial  Income 
Fund  is  one  of  th  e  smart 
choices  from  INVESCO, 
investment  advisers  for  over 
60  years  and  part  of  the  $60 
billion  INVESCO  global 
investment  management 
network.  So  if  you're  planning 
a  life  that's  smooth  sailing, 
make  the  smart  choice  and  call 
for  more  information  today. 


INVESCO's 
Industrial  Income  Fund 

Annualized  Return  Through  June  30, 1993 


One  Year 

15.66% 

Ti  [ree  Year 

15.24% 

Five  Year 

17.03% 

Ten  Year 

15.94% 

Fifteen  Year 

16.55% 

Twenty  Year 

16.17% 

INVESCO 
FUNDS  GROUP 


Just  one  of  the 
smart  ckoices  you've  made.  " 

1-800-525-8085 


ear  period  ending  6/30/93,  Lippcr  Analytical  Services  ranked  the  Fund  20th  among  all  mutual  funds  (805).  Investor's  Business  Daily  ranked  the  Fund  first  among  their  top  25  income  funds  for  1990-1992  as  of 
lingstar,  Inc.  rating  based  on  risk-adjusted  performance  for  the  three,  five  and  ten  year  penods  ended  4/30/93.  Total  return  assumes  reinvestment  of  all  dividend  and  capital  gain  distributions.  Investment  return  and 
e  will  fluctuate  so  that,  when  redeemed,  an  investor  s  shares  may  be  worth  more  or  less  than  their  original  cost.  For  more  complete  information,  including  management  fees  and  expenses,  call  for  a  prospectus.  Read 
s  carefully  before  you  invest  or  send  money.  INVESCO  Funds  Group,  Inc..  Distributor. 


FUND  SURVEY 


Balanced  funds 

Balanced  funds  are  typically  more  conservative  than  stock 
funds.  They  mix  stocks  and  bonds  in  roughly  equal 
amounts  or  buy  convertible  bonds,  which  combine  the 
fixed-income  features  with  some  of  the  capital  apprecia- 
tion of  equities.  We  also  include  "asset  allocation"  funds, 
which  shuffle  assets  between  stocks  and  bonds  as  the 
portfolio  manager  sees  fit.  Balanced  funds  are  measured 


against  a  50-50  blend  of  the  s&P  500  index  and  the  Merri 
Lynch  corporate/government  bond  index.  Funds  mu! 
have  one  year  of  performance  history  and  $25  million  i 
assets  to  appear;  to  be  graded,  they  must  have  been  aroun 
since  April  1983.  Note  that  balanced  funds  overall  d 
better  in  down  markets  than  stock  funds;  in  the  198 
crash,  the  balanced  index  fell  half  as  far  as  the  S&P. 


Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

market 

sales 

expenses 

—markets— 

average 

12 

($mil) 

P/E 

cap 

charge 

per 

11/80 

months 

($bil) 

$100 

to  6/93 

Blended  stock  and  bond  market  index 

13.7% 

13.4% 

3.8% 

Forbes  balanced  fund  composite 

13.3% 

15.9% 

3.8% 

$1.19 

Advantage  Income  Fund/Advest 

17.5% 

3.8% 

$69 

16.5 

$1.7 

4.00%b 

$1.84 

C 

C 

Alliance  Balanced  Shares-A/Alliance 

13.3% 

13.2 

3.1 

177 

18.9 

15.9 

5.50 

1.32 

B 

B 

American  Balanced  Fund/American  Funds 

14.2 

13.3 

4.7 

1,413 

19.6 

10.1 

5.75 

0.74 

C 

B 

American  Capital  Convert  Secs/closed-end 

13.6 

20.6 

4.6 

81 

NA 

NA 

NA 

0.88 

C 

B 

American  Capital  Equity  Income-A/American  Cap 

14.6 

17.3 

3.3 

203 

19.7 

6.3 

5.75 

1.01 

C 

D 

American  Capital  Harbor-A/American  Cap 

12.2 

18.0 

5.0 

463 

18.9 

6.2 

5.75 

1.03 

ASO  Outlook  Group  Balanced/Winsbury 

15.1 

3.8 

174 

NA 

NA 

4.50 

0.84a 

D 

D 

Bancroft  Convertible  Fund/closed-end 

10.9 

17.0 

5.4 

64 

NA 

NA 

NA 

1.20 

Bond  Fund  For  Growth/Rochester 

27.7 

6.2 

34 

NA 

NA 

3.25 

1.91a 

■  C 

■  D 

Calvert  Social  Inv-Managed  Growth/Calvert 

12.0 

3.3 

510 

19.7 

3.2 

4.75 

1.28 

■  Fund  rated  for  two  periods  only:  maximum  allowable  grade  A.  *Fund  not  in  operation  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose 
redemption  fee,  with  proceed?  reverting  to  other  fund  shareholders.  "Available  only  through  monthly  contractual  plan.  a-.  Net  of  absorption  of  expenses  by  fund 
sponsor,    b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available. 

Rules,  page  126.  Distributor  table,  page  202. 
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Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

market 

sales 

expenses 

—-markets— 

average 

12 

($mil) 

P/E 

cap 

charge 

per 

11/80 

months 

($bil) 

<£  1  AA 

$100 

to  6/93 

Blended  stock  and  bond  market  index 

13.7% 

13.4% 

3.8% 

Forbes  balanced  fund  composite 

13.3% 

15.9% 

3.8% 

$1.19 

Carillon  Invest  Trust-Capital/Canllon 

 * 

8.9% 

3.4% 

$32 

15.0 

$0.3 

5.00% 

$1.09 

D 

A 

Castle  Convertible  Fund/closed-end 

12.7% 

21.0 

6.7 

60 

NA 

NA 

NA 

1.06 

A  + 

D 

mill  MmIm^i  Cut^/rTMi 

uialvl  Mutual  rund/lbM 

16.6 

24.6 

3.2 

712 

15.5 

4.9 

none 

0.93 

A 

D 

Colonial  Fund-A/Colonial 

13.6 

17.7 

3.1 

568 

19.1 

3.3 

5.75 

1.13 

D 

D 

Colonial  Strategic  Income-A/Colonial 

9.5 

11.8 

8.9 

619 

49.6 

0.3 

4.75 

1.26 

D 

■  C 

Colonial  Utilities  Fund-A/Colonial 

 * 

19.7 

4.8 

1,106 

14.6 

3.6 

4.75 

1.28 

Columbia  Balanced  Fund/Columbia 

 * 

16.1 

0  0 

i.i 

1  O  l\ 

1j4 

OA  1 

20.1 

7.9 

none 

0.70 

D 

B 

Composite  Bond  &  Stock/Murphey 

1  1  7 
11./ 

110 

11.8 

4.0 

148 

17  1 

7.2 

4.0U 

1.15 

Connecticut  Mutual-Total  Return/Phelps 

17.9 

3.5 

136 

16.2 

3.2 

5.00 

1.06 

Convertible  Holdings-CapitalVclosed-end 

19.0 

D./ 

"30.9 

MA 

a  on 
U.oU 



NA 

none 

Convertible  Holdings-Income 

Dean  Witter  Convertible  Sees/Dean  Witter 

 * 

19.8 

3.2 

210 

18.5 

1.5 

5.00b 

1.90 

Dean  Witter  Managed  Assets/Dean  Witter 

10.5 

2.3 

242 

19.2 

12.5 

5.00b 

1.80 

Dean  Witter  Strategist/Dean  Witter 

* 

Ml 

2.1 

111 

20.2 

6.1 

5.00b 

1.61 

Delaware  Group  Delaware  Fund/Delaware 

1  A  1 

14.1 

3.5 

476 

17.6 

3.4 

5.75 

0.85 

A 

C 

Dodge  &  Cox  Balanced/Dodge 

14.0 

18.2 

3.8 

372 

21.4 

7.5 

none 

0.63 

D 

C 

Dreyfus  Convertible  Securities/Dreyfus 

10.9 

6.0 

3.8 

192 

33.5 

6.6 

none 

1.14 

Duff  &  Phelps  Utilities  Income/closed-end 

 * 

19  0 

7.6 

1,596 

14.9 

4.2 

NA 

0.88 

C 

C 

E3ton  Vance  Investors/Eaton  Vance 

12.3 

inn 
10.9 

4.6 

216 

16.7 

6.4 

4.75 

0.89 

EBI  Flex  Fund/lnvesco 

in  i 

10./ 

2.2 

236 

18.9 

7.0 

none 

2.25 

Ellsworth  Convertible  Growth  &  Inc/closed-end 

17.4 

5.2 

62 

NA 

NA 

NA 

1.20 

Evergreen  American  Retirement/Lieber 

16.3 

5.2 

29 

17.9 

1.5 

none 

1.51a 

Evergreen  Foundation  Fund/Lieber 

oi  n 

2.1 

134 

17.6 

3.9 

none 

1.40a 

Fidelity  Advisor  Income  &  Growth/Fidelity 

 * 

1  7  7 
U.I 

3.6 

1,029 

24.1 

0.8 

4.75 

1.58 

Fidelity  Asset  Manager/Fidelity 

 ★ 

17  O 

11. 3 

5.1 

5,799 

23.2 

2.7 

none 

1.10 

Fidelity  Asset  Manager-Growth/Fideiity 

 * 

24.9 

1.1 

825 

20.7 

4.0 

none 

1.19 

Fidelity  Balanced  Fund/Fidelity 

 * 

18.4 

4.8 

3,222 

19.7 

1.3 

none 

0.91 

Fidelity  Convertible  Securities/Fidelity 

00  0 

li.i 

4.2 

851 

24.0 

0.9 

none 

0.96 

A  + 

B 

Fidelity  Puritan  Fund/Fidelity 

16.2 

00  1 

22.1 

4.9 

7,529 

21.3 

4.2 

2.002 

0.68 

First  Investors  Total  Return/First  Inv 

 * 

9.0 

2.7 

61 

NA 

NA 

6.25 

1.64a 

First  Prairie  Diversified  Asset/Dreyfus 

 * 

11.4 

5.6 

46 

16.7 

16.3 

4.50 

0.02a 

First  Union-Balanced-B/Federated 

 * 

12.6 

3.6 

57 

NA 

NA 

4.00 

0.91 

Flag  Investors  Value  Builder-A/Brown 

 * 

1 1\  i 
14./ 

1.7 

95 

NA 

NA 

4.50 

1.35a 

Fortis  Advantage-Asset  Alloc/Fortis 

 * 

1  o  c 

3.8 

102 

26.5 

3.2 

4.50 

1.54 

Franklin  Convertible  Securities/Franklin 

 * 

00  0 

Li.  a 

5.7 

36 

23.9 

0.2 

4.00 

0.25a  ' 

C 

B 

Franklin  Income  Fund/Franklin 

14.0 

16.0 

7.9 

3,558 

15.4 

6.9 

4.00 

0.54 

FundTrust-Growth  &  Income/Signature 

 * 

14  3 

2.6 

40 

18.0 

6.8 

1.50 

1.69 

Gabelli  Convertible  Securities/Gabelh 

15.5 

5.3 

104 

16.8 

18.4 

4.50 

1.40 

Galaxy  Asset  Allocation-Retail/Galaxy 

14.4 

2.3 

63 

NA 

NA 

none 

1.01a 

Hancock  Asset  Allocation/Hancock 

17.6 

0.9 

35 

28.5 

2.4 

5.00 

2.21 

'und  rated  for  two  periods  oniy;  maximum  allowable  grade  A. 

*Fund  not  in  operation  for  full  period. 

§Distributor  may  impose  redemption  fee,  with  proceeds 

rerting  to  other  fund  shareholders,    a.  Net  of  absorption  of  expenses  by  fund  sponsor,  b: 

Includes  back-end  load  that  reverts  to  distributor. 

NA:  Not  applicable 

not  available.  1 

Dual  fund.  Performance,  asset  and  expense  data  on  capital  and  income  shares  treated  as  a  unit. 

2Sales  char 

?e  waived  through  12/31/95. 

Rules,  page  126.  Distributor  table,  page  202. 
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BALANCED  FUNDS 

FUND  SURVEY 

Performance 
UP  DOWN 

—markets— 

Fund/distributor 

 Total  return  

annual  last 
average  12 
1 1/80  months 
to  6/93 

Yield 

% 

Assets 
6/30/93 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Blended  stock  and  bond  market  index 

-  13.7% 

13.4% 

3.8% 

Forbes  balanced  fund  composite 

13.3% 

15.9% 

3.8% 

$1.19 

ncillagc  1  llLUinc-V.il  UWlll/nci  lid  gc 

16.1% 

LM  /o 

#00 

17  7 

#0  1 

01  IJd 

IAI  Balanced  Fund/IAI 

12.7 

1.9 

74 

NA 

NA 

none 

1.25a 

c 

c 

IDS  Mutual/IDS 

13.8% 

16.1 

4.5 

2,613 

17.2 

4.8 

5  00 

0.80 

B 

A  + 

Income  Fund  of  America/American  Funds 

15.9 

16.7 

7.2 

8,784 

19.9 

6.3 

5.75 

0.66 

Kemper  Invest-Total  Return-lnitial/Kemper 

 * 

13.6 

2.3 

1,349 

22.5 

4.2 

4.00b 

1.97 

Kpmnpr  Rptirpmpnt  FnnH  l/l(pmnpr 

lACIHJJCI  TACLII  CI  1 ICI 11  lUIIU  I/I\GIML1CI 

17.4 

3.3 

ILL 

LJ.O 

s  not 

J.UU  1 

o  <n 

V.  J  J 

Kemper  Retirement  Fund  1  l/Kemper 

18.2 

3.5 

203 

25.1 

6.4 

5.00t 

1.01 

Kemper  Retirement  Fund  II l/Kemper 

 * 

20.0 

1.7 

144 

25.8 

5.3 

5.00t 

0.92 

A 

D 

Kemper  Total  Return/Kemper 

12.1 

13.3 

2.3 

1,396 

22.7 

4.2 

5.75 

1  06 

D 

C 

Keystone  Custodian  K-l/Keystone 

11.S 

10.3 

4.0 

1,464 

17.6 

11.0 

4  00b 

1.93 

P-dl  lUilldi  K  DdldllLLU  r  Ul  lU/LdllU llldl n 

14.2 

1  Q 

l.J 

J.  1 

1  "id 
J.  Ju 

1  .Hud 

Liberty  Equity  Income-A/Federated 

20.2 

4.5 

41 

14.6 

4.0 

4.50 

0.99a 

Lincoln  National  Convertible  Secs/closed-end 

 * 

23.5 

4.9 

125 

NA 

NA 

NA 

0.83 

Lord  Abbett  Equity  FundVLord  Abbett 

 * 

25.7 

2.5 

57 

NA 

NA 

t 

1.80a 

Mackenzie  North  American2/Mackenzie 

 * 

13.3 

5.1 

39 

17.7 

5.9 

5.75 

1.68 

Main^tav— Pnnuprtihlp  FnnH/NYl  itp 

26.0 

L.J 

JL 

17  7 

l  i 
i .  i 

J.UUU 

1 .  Ju 

MainStay-Total  Return  Fund/NYLife 

16.5 

1.8 

449 

26.5 

1.2 

5.00b 

1.81 

Merrill  Lynch  Bal  Inv  &  Retire-A/ML  Funds 

 * 

12.2 

4.3 

881 

17.9 

7.2 

6.50 

0.81 

■  C 

■c 

Merrill  Lynch  Phoenix-A/ML  Funds 

 * 

29.9 

4.9 

392 

17.8 

0.2 

6.50 

1.35 

Merriman  Asset  Allocation/Merriman 

 * 

13.5 

1.4 

28 

22.2 

3.8 

none 

1.52 

Mpti  ifp-<\tatp  ^trppt  Mnorl  A«cpfc  A/<shtp  St 

21.5 

?  fi 

L.yj 

IUj 

n  0 

LJ.L 

i  l 

H.jU 

1  .L  Jd 

A 

c 

MFS  Total  Return/MFS 

14.6 

15.3 

3.2 

1,549 

19.0 

8.7 

4.75 

0.84 

Mimlic  Asset  Allocation/Mimlic 

11.9 

2.3 

53 

19.6 

9.1 

5.00 

1.35a 

D 

A 

Mutual  of  Omaha  Income/Mutual  of  Omaha 

11.9 

13.2 

6.3 

282 

21.1 

6.4 

4.75 

0.99 

B 

B 

National  Income  &  Growth-A/Phoenix 

15.5 

16.2 

4.4 

820 

16.5 

6.4 

5.75 

1.33 

A 

C 

National  Total  Rptiirn/Phnpnix 

13.6 

18.0 

2.3 

282 

16.0 

6.1 

5.75 

1.38 

North  American-Asset  Allocation/Wood  Logan 

33.1 

0.8 

83 

16.6 

1.8 

4.00 

1.99a 

Olympic  Trust-Balanced  Income/Olympic 

t 

10.1 

4.4 

30 

18.5 

5.1 

none 

1.00a 

Oppenheimer  Asset  Allocation/Oppenheimer 

— * 

13.8 

3.6 

275 

19.8 

2.7 

5.75 

1.17a 

B 

c 

Oppenheimer  Equity  Income/Oppenheimer 

14.7 

16.5 

4.4 

1,791 

16.4 

6.5 

5.75 

0.82 

OworlanH  Fvnrpcc  Accot  AMnp.A/riworlanH 

vjvcridnu  express  hssci  HiiuL-fvuvcUdMu 

~* 

16.2 

3  0 

O.L 

40 

1  j  J 

i  j.j 

4.  JU 

1  7<\» 

l  .Lja 

Pacifica  Balanced  Fund/Furman 

17.8 

3.4 

94 

16.1 

5.6 

4.50 

1.05a 

PaineWebber  Asset  Allocation-A/PaineWebbet 

t 

11.8 

2.8 

308 

NA 

NA 

4.50 

1 18 

Pasadena  Balanced  Return/Pasadena 

 * 

5.3 

0.6 

83 

19.3 

12.1 

5.50 

2.17 

D 

c 

Pax  World  Fund/Pax  World 

11.7 

2.6 

4.7 

503 

18.9 

4.0 

none 

103 

■  C 

■c 

Pprmanpnt  Pftpfr—  Pprmanpnt/Pprmanpnt 
rciiiiaiiCMi  rui  l  rCl  lllalicill/rciiiiaiici-l 

 * 

13.9 

l  7 

i ./ 

74 

?8  fi 
co.u 

0.9 

 3 

1.25 

B 

■c 

Phoenix  Balanced  Fund/Phoenix 

 * 

10.1 

2.9 

2,908 

19.3 

14.8 

4.75 

1.04 

C 

B 

Phoenix  Convertible  Fund/Phoenix 

14.2 

13.0 

4.1 

235 

19.2 

20.4 

4.75 

1.20 

Piper  Jaffray  Balanced  Fund/Piper 

 * 

11.9 

2.9 

52 

19.9 

17.7 

4.00 

1.32a 

PNC  Balanced  Fund/PNC 

161 

2.5 

43 

NA 

NA 

4.50 

1.40a 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.    'Fund  not  in  operation  for  full  period.    tClosed  to  new  investors.    §Distributor  may  impose 
redemption  fee,  with  proceads  reverting  toother  fund  shareholders.    * 'Available  only  through  monthly  contractual  plan,    a:  Net  of  absorption  of  expenses  by  fund 
sponsor,    b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available.    'Formerly  Lord  Abbett  Equity- 1990.    formerly  Mackenzie 
North  American  Total  Return    3Flat  fee  of  $35  on  initial  investment. 
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Performance 
JP  DOWN 
—markets— 

Fund/distributor 

 Total  return  

annual  last 
average  12 
1 1/80  months 
to  6/93 

Yield 

% 

Assets 
6/30/93 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 

$11)1) 

Blended  stock  and  bond  market  index 

13.7% 

13.4% 

3.8% 

Forbes  balanced  fund  composite 

U.o/o 

ij.y /o 

3.8% 

$1.19 

Portico-Balanced  Fund/Sunstone 

_* 

13.5% 

2.2% 

$70 

20.7 

$1.5 

none 

$0.75a 

B 

D 

T  Rowe  Price  BalancedVPrice 

11.9% 

12.2 

3.6 

286 

19.9 

9.4 

none 

1.00a 

Princor  Managed  Fund/Princor 

 * 

12.0 

3.1 

38 

18.0 

3.5 

5.00% 

1.27 

Prudential  IncomeVertible  + -A/Prudential 

17.4 

4.5 

343 

NA 

NA 

5.25 

1.39 

R 

n 

V 

Putnam  Convertible  Income-Growth-A/Putnam 

19  Q 

91  1 
il.l 

4.9 

678 

21.4 

4.4 

5.75 

1.11 

Putnam  Dividend  Income/closed-end 

 * 

19.2 

8.7 

208 

19.1 

4.2 

NA 

1.64 

B 

C 

George  Putnam  Fund  of  Boston-A/Putnam 

13.7 

12.0 

4.6 

826 

18.1 

10.5 

5.75 

1.06 

Quest  for  Value-Opportunity/Quest 

 * 

16.3 

0.4 

99 

16.5 

3.4 

5.50 

1.88 

RPF  of  America-Convertible  Sees/Venture 

— 

23.1 

3.5 

37 

NA 

NA 

4.75 

1.35 

SBSF  Convertible  Securities/SBSF 

1Q  <\ 
13.0 

5.4 

61 

17.8 

6.9 

none 

1.22 

C 

A 

Seligman  Income  Fund/Seligman 

13.1 

17.5 

5.6 

287 

16.1 

10.9 

4.75 

1.09 

C 

B 

Sentinel  Balanced  Fund/Equity 

14.3 

11.3 

4.2 

217 

18.9 

13.1 

5.00 

1.05 

CDC     1             AHUM.       ^•••loiiilUU      »9/Pn  OU«n-«j.« 

SBS  lncome-Convertible-A2/SB  Shearson 

— * 

14.4 

4.7 

75 

NA 

NA 

5.00 

1.36 

SBS  lncome-Utilities-A2/SB  Shearson 

 * 

18.3 

5.8 

2,739 

NA 

NA 

5.00 

1.07 

SBS  Principal  Return-1996-A2/SB  Shearson 

ins 

1U.0 

6.4 

101 

20.4 

23.6 

t 

0.77 

SBS  Principal  Return-1998-A2/SB  Shearson 

 * 

13.8 

4.5 

152 

20.1 

16.3 

t 

1.01 

SBS  Principal  Return-2000-A2/SB  Shearson 

15.4 

3.5 

106 

NA 

NA 

t 

1.15 

Stagecoach  Asset  Allocation/Stagecoach 

 * 

17.6 

4.4 

783 

19.4 

14.4 

4.50 

0.95a 

C 

F 

SteinRoe  Total  Return/Stein  Roe 

10.4 

13.4 

4.9 

206 

18.0 

9.0 

none 

0.81 

r 
r 

A 

M 

Stock  &  Bond  Fund-A3/Federated 

19  1! 

1 1  Q 
11.9 

3.7 

116 

18.0 

6.1 

none 

1.04a 

F 

■  A 

Strong  Investment  Fund/Strong 

 * 

11.8 

5.1 

223 

18.0 

4.1 

none 

1.20 

D 

■  B 

Strong  Total  Return/Strong 

 * 

18.5 

1.5 

553 

20.3 

3.0 

none 

1.24 

SunAmerica  Balanced  Assets/SunAmerica 

— * 

20.3 

1.9 

113 

19  3 

5.7 

5.00b 

1.92a 

SunAmerica  Multi-Asset-Tot  Ret/SunAmerica 

 * 

16.3 

2.7 

28 

18.2 

7.6 

5.75 

1.82 

TCW  Convertible  Securities/closed-end 

 * 

99  A 

9.6 

228 

NA 

NA 

NA 

0.88 

TNE  Balanced  Fund/TNE 

 * 

15.8 

2.6 

127 

19.7 

5.0 

5.75 

1.48 

Thomson-Equity  Income-A/Thomson 

 * 

15.4 

3.0 

77 

17.1 

10.5 

5.50 

1.35 

C 

C 

Transamerica  Growth  &  Income-A/Transamerica 

12.6 

13.6 

3.6 

161 

16.7 

2.5 

5.75 

1.34 

20th  Century  Balanced  lnv/20th  Century 

8.3 

2.4 

698 

23.9 

15.3 

none 

1.00 

A 
H 

United  Continental  Income/Waddell 

14.0 

14.9 

4.0 

400 

20.9 

3,3 

8.50 

0.77 

B 

C 

United  Retirement  Shares/Waddell 

13.2 

13.4 

2.9 

380 

22.3 

7.5 

8.50 

0.82 

USAA  Investment-Balanced/USAA 

 * 

12.3 

3.6 

110 

17.9 

9.1 

none 

0.93 

Vanguard  Asset  Allocation/Vanguard 

— * 

16.2 

4.1 

858 

19.7 

13.3 

none 

0.49 

Vanguard  Convertible  Securities/Vanguard 

19.4 

4.0 

191 

25.1 

0.8 

none 

0.85 

Vanguard  STAR  Fund/Vanguard 

13.1 

5.7 

3,247 

20.3 

9.0 

none 

0.37 

C 

A 

Vanguard/Wellesley  Income/Vanguard 

14.9 

17.6 

6.2 

4,589 

16.1 

3.4 

none 

0.35 

B 

C 

Vanguard/Wellington  Fund/Vanguard 

14.0 

14.2 

4.6 

6,894 

18.5 

8.0 

none 

0.35 

Westcore-Balanced  Investment/ALPS 

8.5 

3.3 

67 

16.1 

5.0 

4.50 

0.99a 

Working  Assets-Citizens  Balanced/Working  Assets 

13.7 

0.6 

31 

NA 

NA 

4.00 

1.75 

Zweig  Total  Return/closed-end 

11.4 

3.4 

642 

22.0 

7.4 

NA 

1.13 

jnd  rated  for  two  periods  only;  maximum  allowable  grade  A.    *Fund  not  in  operation  for  full  period.    tClosed  to  new  investors,    a.  Net  of  absorption  of  expenses 
und  sponsor,    b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available.    'Reflects  performance  of  Axe-Houghton-B  prior  to 
2  merger.    2Formerly  Shearson  Funds,    formerly  Fedeiated  Stock  &  Bond. 
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For  sixty  years 
Stein  Roe  &  Farnham 
has  provided 
personalized  ongoing 
investment  advice 
to  millionaires . 


Now  it's  Your  turn. 


teinRoe 


A  new  approach  to  no-load  investing. 

Wealthy  families  and  institutions  have  relied  on  professional 
advice  from  Stein  Roe  &  Farnham's  senior  investment  team 
for  more  than  sixty  years. 

Now  that  level  of  professional  ongoing  advice  is 
available  to  you  through  the  new  SteinRoe  Counselor 
and  SteinRoe  Counselor  Preferred*  investment  service. 

As  a  SteinRoe  Counselor  client,  you'll  enjoy  ... 

■  Personal  Portfolio  Recommendation  showing  you 
how  to  set  up  a  portfolio  of  SteinRoe' s  no-load  mutual 
funds,  based  on  your  specific  needs  and  goals. 

■  Comprehensive,  ongoing  advice  suggesting 
ways  you  can  shift  assets  as  your  personal  situation 
or  market  conditions  change. 

■  Distinctive,  personal  service  from  your  own 
Counselor  representative  at  no  charge. 

As  a  SteinRoe  Counselor  Preferred  client,  you'll  enjoy 
all  the  benefits  of  SteinRoe  Counselor  plus  the  convenience 
of  immediate  and  automatic  SteinRoe-directed  portfolio 
adjustments  for  a  nominal  charge. 

If  you  have  $50,000  or  more  to  invest, 
request  your  FREE  no-obligation 
Portfolio  Recommendation.  Put  the 
personalized  attention  millionaires  have 
long  enjoyed  to  work  for  your  portfolio. 

Call  1-800-322-8222  today. 

For  more  complete  information,  call  for  a  prospectus.  Read  it  carefully 
before  you  invest.  *Not  available  in  all  states.  Liberty  Securities 
Corporation,  Distributor.  Member  of  SIPC. 


STEIN 
R0E& 
FARNHAM 

Investment 
Management 


STEINROE  MUTUAL  FUNDS  ...  Your  Investment  Advisor 


MCD 1  Kin 


FUND  SURVEY 


Global  stock  funds 


Whih  r  funds  (see  p.  166)  invest  almost  exclusively 
in  overseas  stocks,  global  funds  are  a  smorgasbord  of  U.S. 
and  foreign  stocks.  That  gives  them  a  hedge  against- a  truly 
rotten  market  either  here  or  abroad.  It  also  means  global 
funds  will  lag  domestic  funds  when  the  U.S.  market  is  hot 
and  fall  behind  foreign  funds  when  overseas  bourses  are 


booming.  But  all  global  funds  are  not  equally  diversified. 
Some  invest  only  in  selected  industries  such  as  utilities, 
energy  or  real  estate.  Our  benchmark  is  a  50-50  blend  of 
the  Morgan  Stanley  Capital  International  eaff.  index  and 
the  s&P  500.  To  receive  a  grade,  a  fund  needs  data  going 
back  two  market  cycles,  to  August  1987. 


Performance 

rUnO/OISlNDUlOl 

 Total  return  

T  IcIQ 

Assets 

fVcignicu 

mctjlan 

ivi  d  x  i  m  u  m 

Annua  i 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

market 

sales 

expenses 

—markets— 

average 

12 

($mil) 

P/E 

cap 

charge 

per 

3/84 

months 

($bil) 

$100 

to  6/93 

Blended  domestic  and  foreign  stock  index 

16.9% 

17.3% 

2.0% 

Forbes  global  fund  composite 

11.3% 

16.1% 

1.1% 

$1.75 

Alliance  Global  Environment/closed-end 

 * 

-10.6% 

none 

^7  A 

$/4 

MA 

NA 

MA 

NA 

AIA 

NA 

51.04 

Benham  Gold  Equities  Index/Benham 

* 

52.4 

0.1% 

428 

44.6 

$4.8 

none 

0.75a 

■C 

■  A 

Blanchard  Global  Growth/Sheffield 

— * 

11.5 

2.9 

86 

19.1 

9.7 

 i 

2.40 

Blanchard  Precious  Metals/Sheffield 

— * 

46.1 

none 

48 

47.6 

1.4 

 1 

3.24 

D 

D 

Bull  &  Bear  Gold  Investors/Bull  &  Bear 

3.9% 

46.1 

none 

51 

38.6 

3.5 

none 

3.01 

■  B 

■C 

Clemente  Global  Growth/closed-end 

 * 

8.3 

A  o 
0.2 

61 

MA 

NA 

NA 

A!  A 

NA 

0  00 

2.23 

Colonial  Global  Equity-A/Colonial 

 * 

6.3 

1.2 

33 

NA 

NA 

5.75% 

1.25a 

■  F 

■  B 

Colonial  Natural  Resources-A2/Colonial 

— * 

16.2 

1.0 

37 

NA 

NA 

5.75 

2.06 

Dean  Witter  Prec  Metals  &  Mins/Dean  Witter 

— * 

32.3 

none 

35 

NA 

NA 

5.00b 

3.30 

C 

C 

Dean  Witter  World  Wide  Inv/Dean  Witter 

11.5 

9.7 

none 

230 

23.9 

9.0 

5.00b 

2.42 

Dreyfus  Global  Investing-A/Oreyfus 

 * 

7.4 

O.o 

/y 

1  n  c 
19. fa 

2.1 

a  cn 

4.50 

2. ,34 

■C 

■  A 

Dreyfus  Strategic  World  Inv/Dreyfus 

— * 

1.9 

none 

141 

22.5 

1.4 

3.00 

1.50a 

Evergreen  Global  Real  Estate/Lieber 

— * 

37.7 

none 

26 

31.2 

0.2 

none 

2.50a 

■  D 

■  A 

Fidelity  Select-American  Gold/Fidelity 

— * 

53.1 

none 

363 

41.7 

2.6 

3.00 

1.59 

Fidelity  Worldwide  Fund/Fidelity 

— * 

16.3 

2.3 

154 

18.4 

1.9 

3.003 

1.40 

C 

D 

First  Investors  Global/First  Inv 

11.2 

2.5 

0.8 

1  7C 

1/6 

on  o 

20.8 

i  c  n 

16.9 

c  on 

6.25 

i  no 

1.92 

Founders  Worldwide  Growth/Founders 

 * 

7.0 

none 

44 

25.5 

0.4 

none 

2.01 

Fremont  Global  Fund/Fremont 

* 

11.4 

3.1 

149 

22.7 

8.5 

none 

1.01 

Global  Utility  Fund-A/Prudential 

— * 

17.0 

3.5 

228 

16.5 

3.4 

5.25 

1.33 

GT  Global  Growth  &  Inc-A/GT  Global 

— * 

10.1 

4.8 

233 

17.7 

7.8 

4.75 

1.85a 

GT  Global  Health  Care-A/GI  Global 

— * 

-3.2 

none 

503 

22.7 

1.8 

4.75 

2.03a 

■  A 

■  C 

GT  Worldwide  Growth  -A/GT  Global 

11.8 

none 

159 

18.6 

4.9 

4.75 

2.07 

■  A 

■  D 

Hancock  Freedom  Global-A4/Hancock 

 * 

6.8 

none 

91 

NA 

NA 

5.00 

2.30 

IDS  Global  Growth/IDS 

4.4 

0.7 

141 

21.2 

0.2 

5.00 

1.58 

D 

■  C 

Invesco  Strategic-Gold/lnvesco 

46.8 

none 

302 

42.5 

1.5 

none 

1.41 

Janus  Worldwide  Fund/Janus 

14.2 

1.0 

429 

22.5 

3.0 

none 

1.51 

Kidder  Global  Equity-A/Kidder 

* 

6.9 

none 

153 

22.8 

11.0 

5.75 

1.63 

■  B 

■  C 

Lexington  Global  Fund/Lexington 

13.3 

0.5 

73 

21.1 

3.7 

none 

1.52 

D 

B 

Lexington  Goldfund/Lexington 

5.1 

34.5 

0.3 

133 

39.6 

4.8 

none 

1.69a 

Lord  Abbett  Global-Equity/Lord  Abbett 

* 

13.9 

1.0 

47 

.  17.8 

6.5 

5.75 

1.84 

Merrill  Lynch  Global  Allocation-A/ML  Funds 

 * 

17.3 

6.3 

2,831 

20.4 

1.9 

6.50 

1.07 

Merrill  Lynch  Global  Utility-A/ML  Funds 

 * 

20.2 

3.4 

337 

15.7 

7.8 

6.50 

1.01 

C 

C 

Merrill  Lynch  Healthcare-AE/ML  Funds 

8.8 

-1.6 

none 

105 

30.9 

0.8 

6.50 

1.83 

C 

■  B 

Merrill  Lynch  Intl  Holdings-A/ML  Funds 

12.9 

0.5 

226 

23.7 

7.2 

6.50 

1.49 

A 

C 

Merrill  Lynch  Technology-A5/ML  Funds 

14.3 

47.0 

6.1 

181 

30.1 

4.0 

6.50 

1.59 

■  Fund  rated  for  twc  periods  only;  maximum  allowable  grade  A.    "Fund  not  in  operation  for  full  period,    a:  Net  of  absorption  of  expenses  by  fund  sponsor. 

b:  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Flat  fee  of  $75  on  initial  investment.  2Reflects  performance  of 
Colonial  Advanced  Strategies  Gold  prior  to  6/92  merger.    3Sales  charge  waived  through  5/31/94.    "Formerly  Freedom  Investment  I  l-Global-A.    50nginally  part  of 

■  -i/Tech  Holdings. 
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Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP 

DOWN 

annual 

lac* 

% 

6/30/93 

average 

market 

sales 

expenses 

—markets— 

average 

12 

($mil) 

P/E 

cap 

charge 

per 

3/84 

months 

($bil) 

$100 

to  6/93 

Blended  domestic  and  foreign  stock  index 

16.9% 

17.3% 

2.0% 

Forbes  global  fund  composite 

11.3% 

16.1% 

1.1% 

$1.75 

MetLife-State  Street  Global  Energy-A/State  St 

 * 

68.7% 

none 

$35 

28.5 

$0.1 

4.50% 

$i  75a 

■  C 

■  B 

MFS  Lifetime  Worldwide  Equity/MFS 

 * 

11.9 

none 

110 

18.9 

14.8 

5.00b 

2.91 

MFS  Worldwide  Total  Return-A/MFS 

 * 

9.8 

4.7% 

58 

17.7 

12.1 

4.75 

2.16 

National  Worldwide  Oppors/Phoenix 

— * 

11.4 

none 

on 

89 

19.1 

6.4 

5.75 

2.06 

c 

A 

New  Perspective  Fund/American  Funds 

14.4% 

6.6 

1.5 

3  887 

21.9 

14.3 

5.75 

0.85 

Oppenheimer  Global  Bio-Tech/Oppenheimer 

-1.7 

none 

207 

18.6 

0.2 

5.75 

1.72 

Oppenheimer  Global  Environment/Oppenheimer 

 * 

-6.8 

none 

45 

21.2 

0.4 

5.75 

1.67 

B 

B 

Oppenheimer  Global  Fund/Oppenheimer 

13.6 

0.3 

0.4 

1,228 

20.5 

2.0 

5.75 

1.32 

Oppenheimer  Global  Growth  &  Inc/Oppenheimer 

— * 

7.4 

1.5 

66 

20.6 

2.7 

5.75 

1.62 

c 

c 

Oppenheimer  Gold  &  Spec  Mins/Oppenheimer 

8.0 

17.1 

1.1 

160 

36.0 

3.1 

5.75 

1.47 

B 

■  C 

PaineWebber  Atlas  Global  Growth-A/PaineWebber 

 * 

6.0 

none 

202 

19.2 

4.5 

4.50 

1.82 

PaineWebber  Global  Energy-A/PaineWebber 

 * 

16.0 

2.0 

38 

NA 

NA 

4.50 

2.06 

PaineWebber  Global  Growth  &  Inc-A/PaineWebber 

— * 

6.6 

0.4 

69 

23.3 

2.5 

4.50 

2.00 

Princor  World  Fund/Princor 

— * 

7.2 

0.8 

49 

17.5 

12.7 

5.00 

1.63 

c 

■  D 

Prudential  Global  Fund-A/Prudential 

— * 

9.5 

none 

200 

20.0 

7.6 

5.25 

1.77 

Prudential  Global  Genesis-A/Prudential 

19.7 

none 

40 

NA 

NA 

5.25 

1.74a 

■c 

■  F 

Prudential  Global  Nat  Resources-A/Prudential 

 * 

21.6 

none 

40 

NA 

NA 

5.25 

2.64 

A 

C 

Putnam  Global  Growth-A/Putnam 

15.6 

9.3 

0.8 

814 

20.5 

6.8 

5.75 

1.57 

Quest  for  Value  Global  Equity/Quest 

 * 

12.7 

0./ 

1  07 

12/ 

1  O  0 

18.3 

C  0 

6.8 

b.bO 

1  7C« 

l./oa 

■  A 

■  C 

Scudder  Global  Fund/Scudder 

 * 

13.4 

0.7 

576 

17.8 

3.9 

none 

1.48 

Scudder  Global  Small  Company/Scudder 

_* 

13.3 

0.5 

108 

23.5 

0.3 

none 

1.50a 

Scudder  Gold  Fund/Scudder 

 * 

32.1 

none 

88 

41.4 

0.7 

none 

2.30 

Smallcap  World  Fund/American  Funds 

 * 

16.3 

0.4 

1,877 

25.9 

0.5 

5.75 

1.21 

C 

■  D 

SBS  Global  Opportunities-AVSo  bhearson 

 * 

6.6 

none 

CO 

be 

i  o  n 

iy.u 

1  O  0 

U.o 

O.IHJ 

1  QQ 

smith  Barney  World— Intl  tquity/bb  bnearson 

 * 

8.6 

n  i 
U.l 

1  AC 

14b 

MA 

Nft 

MA 

NA 

1  A  1 

1.41 

■  A 

■A 

Templeton  Emerging  Markets/closed-end 

 * 

27.7 

2.4 

263 

NA 

NA 

NA 

1.87 

Templeton  Global  Opportunities/Templeton 

 * 

10.8 

1.2 

292 

23.0 

7.6 

5.75 

1.63 

Templeton  Global  Utilities/closed-end 

 * 

15.4 

4.5 

44 

NA 

NA 

NA 

1.41 

B 

B 

Templeton  Growth  Fund/Templeton 

14.4 

10.4 

O  O 

LL 

O  QOO 

OO  0 

/.U 

3./D 

u.yu 

■  C 

■  A 

Templeton  Income  Fund/Templeton 

 * 

5.2 

7  O 

/.y 

1QQ 

iyy 

MA 

MA 

a  cn 

1  fin 
l.UU 

Templeton  Real  Estate  Secs/Templeton 

 * 

15.3 

2.9 

54 

28.1 

0.6 

5.75 

1.63 

B 

D 

Templeton  Smaller  Cos  GrowtMempleton 

12.5 

10.6 

2.2 

1,045 

23.0 

0.4 

5.75 

1.37 

Templeton  Value  Fund/Templeton 

 * 

7.1 

i.7 

105 

24.6 

0.3 

5.75 

1.57 

C 

C 

Templeton  World  Fund/Templeton 

13.1 

11.1 

O  c 
2.0 

A  OQC 

4, zoo 

01  0 

21.9 

7  n 

/.U 

t  7t 
3.13 

n  oc 

u.yo 

■  B 

■  C 

Thomson-lnternational-A2/Ttiomson 

 * 

17.6 

none 

/4 

17  7 

M.I 

1 1  n 

11.9 

5.50 

1  oc 

1.85 

Thomson-Precious  Metals-A/Thomson 

_* 

49.4 

none 

27 

43.0 

2.0 

5.50 

1.85 

■  D 

■  D 

United  Services-World  Gold/United 

 * 

53.4 

none 

110 

40.0 

3.5 

none3 

2.18 

■  B 

■  B 

USAA  Investment-Cornerstone/USAA 

— * 

19.5 

2.8 

661 

26.1 

3.4 

none 

1.22 

■  D 

■  B 

Van  Eck  Gold/Resources/Van  Eck 

 * 

51.5 

(J.U 

107 
16/ 

A 1  O 

41.0 

A  Q 

4.0 

C  7t 

1  R7 
1.5/ 

■  D 

■  B 

Van  Eck  World  Trends  Fund/Van  Eck 

 * 

-0.8 

n  o 

U.2 

OO  A 

22.4 

1  A  0 

14. S 

A  7G 
4./D 

1  7C 

l./D 

■  B 

■  C 

Vanguard  International  Growth4/Vanguard 

 * 

7.0 

1.9 

1,134 

28.1 

13.4 

none 

0.58 

■  D 

■  D 

Worldwide  Value  Fund/closed-end 

 * 

-6.9 

0.3 

45 

NA 

NA 

NA 

2.28 

Yamaichi  Global  Fund/Yamaichi 

 * 

15.8 

0.7 

38 

16.7 

14.8 

4.75 

1.78 

D 

■  D 

Z-Seven  Fund/closed-end 

 * 

-0.9 

none 

26 

15.0 

0.4 

NA 

2.35 

Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.    *Fund  not  in  operation  for  full  period    a:  Net  of  absorption  of  expenses  by  fund  sponsor. 
:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available.    'Formerly  Shearson  Global  Opportunities,    formerly  Thomson  - 
ilobal-A.   3$10  account  closing  fee.   "Originally  part  of  Ivest  Fund. 
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FUND  SURVEY 


Foreign  stock  funds 


These  world  travelers  are  all  based  in  the  U.S.  but  invest 
primarily  abroad.  Foreign  stoek  markets  have  mostly  been 
sluggish  since  the  end  of  1989,  although  some  spring  has 
come  back  into  their  step  recently.  Forbes  measures 
foreign  funds  against  three  up  and  down  market  cycles, 
beginning  in  March  1984.  Our  benchmark  is  Morgan 
Stanley  Capital  International's  eafe  index,  which  tracks 


over  1,000  stocks  in  Europe,  Australia  and  the  Far  Fast. 
Because  that  index  is  dollar-denominated,  returns  will 
improve  in  periods  when  local  currencies  appreciate 
against  the  dollar  and  are  translated  back  for  U.S.  inves- 
tors. We  list  funds  with  at  least  $25  million  in  assets  and 
one  year  of  history.  Funds  must  be  around  since  at  least 
August  1987  to  be  graded  for  up  and  down  performance. 


Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Median 

Maximum 

Annua! 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

market 

sales 

expenses 

—markets— 

average 

12 

($mil) 

P/E 

cap 

charge 

per 

3/84 

months 

($bil) 

$100 

to  6/93 

Morgan  Stanley  Capital  Intl  EAFE  index 

16.5% 

20.3% 

1.6% 

Forbes  foreign  stock  fund  composite 

10.1% 

10.0% 

0.9% 

$1.79 

A 

C 

Alliance  International  Fund-A/Alliance 

13.3% 

7.9% 

0.2% 

$168 

23.8 

$14.8 

5.50% 

$1.91 

Alliance  New  Europe  Fund-A/Alliance 

 * 

0.8 

1.5 

83 

15.5 

7.0 

5.50 

2.25 

Argentina  Fund/closed-end 

 * 

-14.2 

0.5 

59 

NA 

NA 

NA 

2.24 

C 

D 

ASA  Limited/closed-end 

2.4 

26.0 

4.0 

482 

NA 

NA 

NA 

0.70 

■A 

■  A 

Asia  Pacific  Fund/closed-end 

 * 

9.3 

0.7 

143 

NA 

NA 

NA 

1.93 

Austria  Fund/closed-end 

 * 

-17.2 

0.2 

67 

NA 

NA 

NA 

2.08 

Babson-Stewart  Ivory  Intl/Jones  &  Babson 

 * 

3.1 

0.7 

32 

19.0 

14.8 

none 

1.58 

Bartlett  Capital-Value  Intl/Bartlett 

 * 

-1.6 

0.8 

32 

14.7 

7.4 

none 

2.00 

Bernstein  International  Vaiue/Bernstein 

 * 

16.5 

0.3 

336 

NA 

NA 

none 

1.68 

Brazil  Fund/closed-end 

33.7 

none 

223 

NA 

NA 

NA 

2.22 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A. 

*Fund  not  in  operation  for  full  period,    a:  Net  of  absorption  of  expenses  by  fund  sponsor. 

NA:  Not  applicable  or  not  available. 
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Performance       Fund/distributor   Total  return   Yield       Assets    Weighted    Median    Maximum  Annual 


UP  DOWN 

—markets— 

annual 
average 
3/84 
to  6/93 

last 
12 
months 

% 

6/30/93  , 
($mil) 

average 
P/E 

market 
cap 
($bil) 

sales  expenses 
charge  per 
$100 

Morgan  Stanley  Capital  Intl  EAFE  index 

16.5% 

20.3% 

1.6% 

Forbes  foreign  stock  fund  composite 

10.1% 

10.0% 

0.9% 

$1.79 

Brazilian  Equity  Fund/closed-end 

* 

44.1% 

0.2% 

$70 

NA 

NA 

NA 

$2.45 

R 

r 

L-enieriftno  rweinwon.  Benson  mil  to/boiornan 

io  no/ 

1  7 
1./ 

0.2 

CO 

58 

17.4 

$4.6 

4.50% 

2.31 

Chile  Fund/closed-end 

-8.1 

2.6 

181 

NA 

NA 

NA 

1.71 

CoreFund-lntl  Growth-A/SEI 

 * 

12.1 

0.6 

61 

NA 

NA 

4.50 

1.43 

Dean  Witter  European  Growth/Dean  Witter 

 * 

4.9 

none 

327 

NA 

NA 

5.00b 

2.41 

Dean  Witter  Pacific  Growth/Dean  Witter 

 * 

22.0 

none 

344 

NA 

NA 

5.00b 

2.56 

Emerging  Germany  Fund/closed-end 

 * 

-14.7 

0.9 

111 

NA 

NA 

NA 

1.49 

FniPrcinor  Mfwirn  FnnH/rlncoH  onH 
UlllClglllg  IVICAIUU  rUIIU'UIUjCU  ClIU 

 * 

7  Q 

1  A 

inc. 

MA 

MA 

NA 

NA 

1.92 

c 

■  A 

EuroPacific  Growth  Fund/American  Funds 

 * 

7.2 

1.6 

3,542 

22  5 

7.6 

5.75 

1.10 

Europe  Fund/closed-end 

 * 

-7.7 

2.2 

94 

NA 

NA 

NA 

1.47 

Fidelity  Canada  Fund/Fidelity 

 * 

19.9 

0.1 

130 

16.7 

2.1 

3.001 

2.00a 

Fidelity  Diversified  Intl/Fidelity 

 * 

9.9 

1.0 

147 

NA 

NA 

3.001 

1.62 

Fidelity  Emerging  Markets/Fidelity 

 * 

12.1 

0.6 

168 

NA 

NA 

3.001 

2.39 

■  r 

■  D 

Fidelity  Europe  Fund/Fidelity 

1  0 
1.0 

tec 
bob 

1  A  1 

14./ 

C  A 

0.4 

3.00 

1.18 

■  R 

Fidelity  Intl  Growth  &  Income/Fidelity 

 * 

9.8 

2.1 

223 

29.3 

11.2 

2.001 

1.43 

mC 

Fidelity  Overseas  Fund/Fidelity 

 * 

1.2 

1.6 

1,063 

25.3 

11.9 

3.00 

1.43 

■C 

■  D 

Fidelity  Pacific  Basin/Fidelity 

 * 

22.1 

0.7 

294 

32.2 

14.9 

3.00 

1.67 

D 

D 

Fidelity  Select-Prec  Metals  &  Mins/Fidelity 

1.7 

43.8 

1.0 

421 

37.1 

2.6 

3.00 

1.73 

■  r 

First  Australia  Fund/closed-end 

* 

-5.3 

1.7 

59 

NA 

NA 

NA 

2.18 

Fir<it  Ihprian  FunH/rlnspH-pnH 

 * 

-13.1 

?  4 

49 

NA 

NA 

NA 

2.33 

First  Philippine  Fund/closed-end 

 * 

6.4 

none 

134 

NA 

NA 

NA 

1.69 

France  Growth  Fund/closed-end 

 * 

-5.4 

0.2 

130 

NA 

NA 

NA 

1.76 

C 

D 

Franklin  Gold  Fund/Franklin 

5.0 

24.8 

1.6 

360 

37.0 

4.9 

4.00 

0.51a 

Future  Germany  Fund/closed-end 

 * 

-11.4 

1.2 

168 

NA 

NA 

NA 

1.47 

■  A 

GAM  International  Fund/GAM 

13.0 

2.1 

39 

24.6 

15.5 

5.00 

2.03 

■  A 

■  R 

■  D 

GAM  Pacific  Basin  Fund/GAM 

 * 

23.3 

0.3 

28 

33.4 

9.3 

5.00 

2.03 

mC 

Germany  Fund2/closed-end 

 * 

-10.7 

1.2 

138 

NA 

NA 

NA 

1.61 

Growth  Fund  of  Spain/closed-end 

 * 

-12.7 

none 

168 

NA 

NA 

NA 

1.22 

■  B 

■  D 

GT  Europe  Growth-A/GT  Global 

 * 

-4.0 

none 

767 

15.4 

8.5 

4.75 

2.01 

GT  Global  Emerging  Markets-A/GT  Global 

 * 

8.7 

0.7 

123 

9.8 

1.9 

4.75 

2.40a 

D 
D 

D 
D 

GT  Global  Growth-Pacif  ic-A/GT  Global 

14.1 

6.2 

0.5 

335 

22.4 

8.3 

4.75 

2.01 

■  P 

CJ  ftlnhal  International  firnwth-A/GT  Qlnhal 

 * 

0.2 

0.2 

443 

178 

1  /  .0 

O.J 

4.75 

1.91 

GT  Greater  Europe/closed-end 

 * 

6.0 

none 

194 

NA 

NA 

NA 

1.92 

■  A 

■  A 

■  r 

GT  Japan  Growth-A/GT  Global 

 * 

20.6 

none 

110 

24.8 

4.6 

4.75 

2.25a 

GT  Latin  America  Growth-A/GT  Global 

 * 

1.8 

0.7 

101 

NA 

14.9 

4.75 

2.40a 

Harbor  International/HCA 

 * 

8.5 

1.1 

1,440 

17.6 

11.9 

none 

1.26 

■  B 

■c 

IAI  International  Fund/IAI 

6.7 

2.4 

67 

27.2 

16.5 

none 

1.91 

■  C 

■  B 

IDS  International  Fund/IDS 

 * 

6.9 

0.2 

307 

17.8 

9.3 

5.00 

1.54 

■  C 

■  D 

IDS  Precious  Metals/IOS 

 * 

44.0 

0.3 

69 

40.8 

4.8 

5.00 

1.79 

■  C 

■  C 

IDS  Strategy-Worldwide  Growth/IDS 

 * 

6.8 

none 

74 

18.5 

10.2 

5.00b 

2.91 

India  Growth  Fund/closed-end 

 * 

-24.4 

none 

63 

NA 

NA 

NA 

2.35 

rund  rated  for  two  periods  oniy;  maximum  allowable  grade  A.    'Fund  not  in  operation  for  full  period,    a:  Net  of  absorption  of  expenses  by  fund  sponsor. 
Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available.  1Sales  charge  waived  through  5/31/94.   2Fund  performance  adjusted 
r  secondary  offering. 
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FOREIGN  STOCK  FUNDS 


HIND  SURVEY 


Performance 

runu^jiMriDUioi 

 Total  return  

ViplH 

Assets 

wcignicu 

median 

maximum 

Annual 

Mnnuai 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

market 

sales 

expenses 

-markets-- 

average 

($mil) 

P/E 

cap 

charge 

per 

3/84 

months 

($bil) 

$100 

to  6/93 

Morgan  Stanley  Capital  Intl  EAFE  index 

20.3% 

1.6% 

Forbes  foreign  stock  fund  composite 

in  1% 

IV.  1  /o 

10.0% 

0.9% 

$1.79 

Indonesia  Fund/closed-end 

— * 

4.9% 

none 

$43 

NA 

NA 

NA 

$2.04 

■  C 

■  C 

International  Equity-A/Federated 

 * 

-0.7 

1.2% 

137 

26.7 

$13.4 

4.50% 

1.56 

■C 

■  B 

Invesco  Intl-European'/lnvesco 

 * 

-6.6 

1.8 

164 

14.7 

8.5 

none 

1.29 

Invesco  Intl-lnternational  Growth  Vlnvesco 

 * 

9.4 

0.8 

75 

19.0 

11.3 

none 

1.36 

A 

C 

Invesco  Intl— Pacific  BasinVlnvesco 

11.5% 

17.5 

0.4 

170 

16.3 

7.7 

none 

1.78 

Irish  Investment  Fund/closed-end 

-4.4 

2.6 

45 

NA 

NA 

NA 

1.80 

■  D 

■  D 

Italy  Fund/closed-end 

 * 

-4.1 

none 

59 

NA 

NA 

NA 

1.70 

■  A 

■  B 

Ivy  International  Fund/Mackenzie 

 * 

9.4 

1.2 

123 

22.6 

10.2 

5.75 

1.71a 

Jakarta  Growth  Fund/closed-end 

 * 

9.3 

1.0 

39 

NA 

NA 

NA 

2.06 

B 

C 

Japan  Fund/Scudder 

13.4 

28.5 

0.1 

537 

32.5 

18.2 

none 

1.42 

Japan  OTC  Equity/closed-end 

none 

81 

NA 

NA 

NA 

1.59 

C 

B 

Kemper  International  Fund/Kemper 

4  (i 

2.0 

198 

16.2 

12.7 

5.75 

0.00a 

C 

C 

Keystone  International  Fund/Keystone 

10.1 

10.2 

0.6 

82 

20.0 

15.5 

4.00b 

3.14 

D 

C 

Keystone  Precious  Metals/Keystone 

3.8 

41.5 

0.2 

165 

38.4 

4.8 

4.00b 

2.83 

■  D 

■  C 

Korea  Fund2/closed-end 

 * 

8.6 

0.4 

258 

NA 

NA 

NA 

1.51 

Korean  Investment  Fund/closed-end 

 * 

10.7 

none 

45 

NA 

NA 

NA 

2.34 

Latin  America  Equity  Fund/closed-end 

 * 

5.5 

1.4 

95 

NA 

NA 

NA 

2.20 

Latin  America  Investment/closed-end 

 * 

2.1 

1.1 

109 

NA 

NA 

NA 

2.31 

D 

F 

Lexington  Strategic  Investments/Lexington 

-11.1 

82.5 

none 

44 

33.8 

1.5 

8.50 

4.08a 

D 

A 

Lexington  Worldwide  Emerg  Mkts/Lexington 

11.4 

8.9 

1.2 

37 

19.2 

4.1 

none 

1.89 

Mackenzie  Canada  Fund/Mackenzie 

 * 

46.9 

none 

i\i 

£9.i 

n  7 

U./ 

£  7C 

O  07 
1.61 

■  A 

■  A 

Malaysia  Fund/closed-end 

 * 

31  2 

0.9 

133 

NA 

NA 

NA 

1.72 

MAS  Pooled-lntl  Equity/MAS 

 * 

fi  7 

1.3 

788 

21.2 

10.8 

none 

0.68 

Merrill  Lynch  Devel  Capita!  Mkts/ML  Funds 

 * 

4  8 

1.2 

142 

14.7 

7.6 

4.00§ 

1.61 

Merrill  Lynch  Dragon-A/ML  Funds 

— * 

20.4 

0.7 

716 

17.6 

0.1 

4.00§ 

1.73 

■  D 

■  B 

Merrill  Lynch  EuroFund-A/ML  Funds 

 * 

-0.1 

none 

520 

17.5 

9.2 

6.50 

1.09 

Merrill  Lynch  Latin  American-A/ML  Funds 

 * 

9.2 

9  1 
L.i 

1Q1 

1  7  G 
1/.0 

1  Q 

4.UU 

1.00 

A 

B 

Merrill  Lynch  Pacific-AM  Funds 

18.8 

20.1 

3.8 

637 

30.5 

18.2 

6.50 

0.98 

Mexico  Eauity  &  Income/closed-end 

8.2 

0.4 

112 

NA 

NA 

NA 

1.74 

A  + 

A  + 

Mexico  Fund2/closed-end 

35.1 

1 1 0 

1.8 

710 

NA 

NA 

NA 

1.10 

Montgomery  Emerging  Markets/Montgomery 

 * 

11.3 

0.1 

204 

24.0 

0.2 

none 

1.90a 

New  Germany  Fund/closed-end 

 * 

-14.4 

1.2 

315 

NA 

NA 

NA 

1.28 

Newport  Tiger  Fund/Newport 

20  2 

0.3 

1  70 

i/y 

z4.b 

O.o 

D.UU 

1.03 

■  B 

■  C 

Nomura  Pacific  Basin/Nomura 

 * 

Lj.1l 

0.1 

51 

30.4 

14.9 

none 

1.51 

North  American-Global  Growth/Wood  Logan 

 * 

10. u 

0.1 

33 

20.3 

7.2 

4.00 

2.40 

PaineWebber  Europe  Growth-A/PaineWebber 

 * 

0.5 

none 

97 

.  17.6 

2.0 

4.50 

1.99 

Phoenix  Multi-lnternational/Phoemx 

 * 

-0.8 

none 

44 

13.4 

12.7 

4.75 

2.02 

Pierpont  International  Equity/Funds  Distributor 

* 

16.0 

0.1 

107 

NA 

NA 

none 

1.38a 

Pioneer  Europe  Fund/Pioneer 

 * 

^.0 

0.6 

40 

16.6 

7.4 

5.75 

2.00a 

Piper  Jaffray  Pacific-Euro  Growth3/Piper 

 * 

10.4 

none 

86 

NA 

NA 

4.00 

2.25a 

NC  International  Equity/PNC 

 * 

11.2 

1.4 

99 

NA 

NA 

4.50 

1.73a 

■  Fund  rated  for  two  period  inly;  maximum  allowable  grade  A. 

*Fund  not  in  operation  for  ful 

period. 

§Distributor  may  impose  redemption  fee,  with  proceeds 

reverting  to  other  fund  share    :ders.    a-  Net  of  absorption  of  expenses  by  fund  sponsor,    b:  Includes  back-end  load  that  reverts  to  distributor. 

NA:  Not  applicable 

or  not  available. 

'Formerly  Financial  Funds.    2Fund  performance  adjusted  for  secondary  offering.    3Formerly  Pacific-European  Growth. 
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Forbes  ■  August  30,  1993 


VanKampen  Merritt 


WHAT  DO  WE  NEED  TO  GET  MORE 
THAN  JUST  TAX-FREE  INCOME? 


Merritt 
Insured 
Munic/pa/s 
focome  Trust 


DIRECTION. 


Today,  you  hear  a  lot 
about  higher  taxes  and 
the  advantages  of  tax-free 
income.  The  Van  Kampen  Merritt  Insured  Municipals 
Income  Trust®  is  designed  to  offer  even  more:  monthly 
income  exempt  from  federal,  and  depending  on  where 
you  live,  state  and  local  income  taxes;  plus  insurance 
for  prompt  payment  of  principal  and  interest. 


Discover  real,  after-tax  earning  power  and 
the  benefits  of  insurance.  Ask  your  investment 
representative  for  an  investor's  brochure  and  a 
prospectus  containing  more  information,  including 
charges  and  expenses;  please  read  them  carefully 
before  you  invest  or  send  money. 

Or,  call  direct:  1-800-DIALVKM  ext.  1206 

( 1-800-342-5856)  7  days  a  week,  24  hours  a  day. 


Van  Kampen  Merritt" 

Investing  With  A  Sense  oe  Direction® 


Ask  your  investment  representative  about  special  state  trusts  offering  income  that 's  double  or  triple  tax  free. 

The  terms  of  the  insurance  are  more  fully  described  in  the  Trust  prospectus;  no  representation  is  made  as  to  the  insurer's  ability  to  meet  its 
commitments,  and  the  insurance  relates  only  to  the  bonds  in  the  Trust  and  not  to  the  units  offered.  The  insurance  does  not  remove  market  risk. 
The  principal  value  and  investment  return  of  Trust  units  will  vary  with  market  conditions,  therefore,  the  redemption  value  of  Trust  units  may  be 
more  or  less  than  the  original  value.  Units  may  or  may  not  be  available.  ®  Denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 


f  untlGN  STOCK  rUNUS 


FUMD  SURVEY 


Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

market 

sales 

expenses 

■ -markets — 

average 

12 

($mil) 

P/E 

cap 

charge 

per 

3/84 

months 

($bil) 

$100 

to  6/93 

Morgan  Stanley  Capital  Intl  EAFE  index 

•  16.5% 

20.3% 

1.6% 

Forbes  foreign  stock  fund  composite 

10.1% 

10.0% 

0.9% 

$1.79 

Pnrttioal  FnnH/plfKPri-pnH 
ruiLUgdi  ruiiu/uiuocu  cnu 

-13.3% 

0.6% 

$53 

NA 

NA 

NA 

$1.92 

T  Rnwp  Prirp  Eiironpan  Stork/Prirp 

-5.8 

1.7 

187 

15.9 

$12.7 

none 

1.48 

T  Rowe  Price  Intl  Discovery/Price 

— * 

3.4 

0.9 

225 

40  4 

0.1 

none 

1.50a 

B 

D 

D 

T  Rowe  Price  Intl  Stock/Price 

15.1% 

6.2 

1.6 

2,541 

19.6 

12.7 

none 

1.05 

T  Rowe  Price  Japan/Price 

— * 

20.5 

none 

85 

NA 

NA 

none 

1.50a 

T  Rowe  Price  New  Asia/Price 

 * 

12.1 

1.4 

700 

21.5 

8.2 

none 

1.45 

ROC*  Taiwan  Fiind/rln^prl-pnd 

-8.5 

0.2 

243 

NA 

NA 

NA 

2.47 

■  D 

a  r 

■  t 

^rhrnHpr  International  Fmiitv/SrhrnHpr 

JLIU  uuCI  II  HCI  HalllM  la  1        U 1  lyi  JL 1 1 1 UUCI 

9.0 

0.7 

244 

NA 

NA 

none 

0.96 

Scottish  Widows  International/Advest 

* 

4.1 

0.7 

34 

19.5 

16.5 

5.50% 

2.20 

O 
D 

D 
D 

Scudder  International  Fund/Scudder 

14.4 

9.5 

1.0 

1,350 

23.5 

10.2 

none 

1.26 

■  A 

■  A 

Scudder  New  Asia  Fund/closed-end 

— * 

20.4 

0.4 

127 

NA 

NA 

NA 

176 

Scudder  New  Europe  Fund/closed-end 

— * 

-6.3 

0.8 

154 

NA 

NA 

NA 

1.75 

^iprra— Intprnatinnal  ftrnwth/fit  Wp'stprn 

11.1 

0.3 

57 

20.7 

13.4 

4.50 

1.70a 

^inoannrp  FimH/HfKpH-Ptin1 

O  1 1  "KG \J\fi  C  1  U 1  IU/ LIUoCU  CHU 

11.3 

0.9 

67 

NA 

NA 

NA 

2.53 

Sit  New  Beginning  Intl  Growth/Sit 

 * 

12.4 

0.3 

35 

15.8 

14.8 

none 

1.85 

SBS  Invest-European-AVSB  Shearson 

 * 

-8.9 

none 

26 

NA 

NA 

5.00 

1.87 

■  u 

■  u 

SBS  Precious  Metals  &  Mins-A'/SB  Shearson 

— * 

35.8 

none 

68 

36.9 

3.5 

5.00 

2.50 

Spain  Fund/closed-end 

 * 

-22.3 

2.0 

89 

NA 

NA 

NA 

2.34 

Strong  International  Stock/Strong 

9.7 

0.4 

33 

23.7 

18.7 

none 

2.00 

■  r 

■  A 

^wiss  Hplvptia  FnnH/rln^pH-pnH 

Jitll)  IICIVCIIQ  I  UIIU/vIUjCU  ciiu 

15.1 

0.1 

150 

NA 

NA 

NA 

1.69 

■  R 

■  D 

■  r 

■  L- 

Taiwan  Fund2/closed-end 

— * 

-10.0 

0.6 

151 

NA 

NA 

NA 

2.66 

p 

U 

A 

Templeton  Foreign  Fund/Templeton 

16.1 

3.9 

2.4 

2,232 

21.6 

8.9 

5.75 

1.26 

Thai  Capital  Fund/closed-end 

— * 

30.8 

2.5 

76 

NA 

NA 

NA 

2.31 

Thai  Fund/closed-end 

 * 

31.4 

1.8 

207 

NA 

NA 

NA 

1.37 

Turkish  Inup^tmpnt  FunH/rlPApH-pnH 
i  umijii  mivcsuiiciii  i  uiiu/mujcu  cum 

37.8 

0.5 

59 

NA 

NA 

NA 

2.49 

20th  Cpnturv  intl  Enuitv/Pflth  Cpntiirv 

C\J  {1  <  WCI  ILUI  T    Mill   LUUI  IVi  Ll'M  1  vCIHUIV 

* 

5.8 

0.6 

442 

24.5 

9.3 

none 

1.90 

United  Gold  &  Government/Waddell 

— * 

29.5 

0.7 

42 

34.4 

3.5 

8.50 

1.93 

V 

A 

A 

United  International  Growth/Waddell 

11.4 

2.6 

1.0 

336 

31.6 

2.7 

8.50 

1.18 

■  U 

■  L) 

United  Kingdom  Fund/closed-end 

 * 

-0.6 

1.6 

44 

NA 

NA 

NA 

1.78 

c 
r 

u 

United  Services-Gold  Shares/United 

-8.1 

16.2 

2.0 

320 

33.2 

2.5 

none3 

2.58 

■  D 

■  D 

IISAA  Invpstmpnt-GnlH  Funri/IISAA 

U  Jnn  1 1 1  VCD  11 1 ICI 1 1   UUIU  l  UMU/UOnn 

45.6 

0  4 

183 

40.5 

2.5 

nofiB 

1.57 

USAA  Investment-lnternational/HSAA 

V  -J  ~  "    iilv\_ollilCI'l     1(1  It  1  I  IU  11 VI  ICJ 1/  UJnn 

8.5 

1.0 

62 

17.7 

13.4 

nons 

1.68 

UST  Master  Funds-lnternational/UST 

— * 

5.7 

0.1 

32 

21.8 

12.7 

4.50 

1.50 

r 
L 

ti 

Van  Eck  International  Investors/Van  Eck 

3.8 

42.3 

0.8 

647 

36.4 

2.6 

5.75 

1.18 

Van  Kampen  Short  Term  Global-A/Van  Kampen 

— * 

2.9 

8.7 

597 

NA 

NA 

3.00 

1.32 

Vanguard  Intl  Eq  Index-European/Vanguard 

— * 

-2.3 

2.6 

373 

14.5 

16.9 

l.OOt" 

0.32 

'■'anpuprH  Intl  Fn  InHpx— Parifir/VanDiiarrl 

'  QllgUalU  lllll  L-lf  iiiuca    r  QL  1  1  IK,  1  V  J  II  ^  U  G  1  u 

45.6 

0.5 

384 

30.2 

15.1 

LOOt" 

0.32 

D 

■  D 

Vanguard  Special-Gold  &  Prec/Vanguard 

35.6 

1.5 

456 

42.2 

2.6 

none§ 

0.36 

B 

C 

Vanguard/Trustees'  Equity-lntl5/Vanguard 

15.2 

8.5 

2.0 

823 

23.3 

7.2 

none 

0.42 

■  D 

■  B 

Vontobel  EuroPacific/Newport 

5.6 

0.6 

78 

13.4 

13.4 

none 

1.98 

Warburg  Pincus  Intl  Equity/Counsellors 

12.6 

0.1 

197 

32.4 

12.0 

none 

1.31a 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  'Fund  not  in  operation  for  full  period.  §Distributor  may  impose  redemption  fee,  with  proceeds 
reverting  to  other  fund  shareholders.  tDistributor  imposes  purchase  fee  with  proceeds  reverting  to  other  fund  shareholders,  a:  Net  of  absorption  of  expenses  by 
fund  sponsor.  NA:  Not  applicable  or  not  available.  'Formerly  Shearson  Funds.  2Fund  performance  adjusted  for  secondary  offering.  3$10  account  closing 
fee.    4Annual  $10  maintenance  *ee.    5Formerly  Vanguard  Trustees  Commingled-lnternational. 
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Forbes  ■  August  30,  1993 


{^Announcing 
the  1994 
Rochester  Institute 
of  Technology 
and  USA  TODAY 
Qualify  Cup 
Competition 


1993  WIN1NERS 

GOVERNMENT 

Naval  Aviation  Depot 
North  Island,  San  Diego,  CA 

MANUFACTURING 

lise  Cascade  Corp.,  Southern  Operation 
De  Ridder,  LA 

NOT-FOR-PROFIT 

SwedishAmerican  Hospital 
Rockford,  IL 

SERVICE  FIRM 

New  York  Telephone 
Telesector  Resources  Group 
New  York,  NY 

SMALL  FIRM 

Fitchburg  Coated  Products 
Scranton,  PA 


1992  WINNERS 

GOVERNMENT 

ival  Aviation  Depot  Operations  Center 
Patuxent  River,  MD 

MANUFACTURING 

US  Steel,  Garv  Works 
Gary,  IN 

NOT-FOR-PROFIT 

Sentara  Health  System 
Norfolk,  VA 

SERVICE  FIRM 

Federal  Express 
Memphis,  TN 

SMALL  FIRM 

L-S  ElectrchGalvanizing  Co. 
Cleveland,  OH 


S  MIMA  TODA  Y  Quality  Cup  an  original  work  of  art 
yjyerand  marble  In1  Leonard  Uno. 


mplqyees  are  the  power 
source  for  invoking  change... 
and  this  Quality  Cup  award  is 
a  testimony  to  their  efforts." 

—Dan  Moscato,  District  Staff  Manager,  Residence  Marketing  Operation 
New  York  Telephone 

ABOUT  THE  QUALITY  CUP  COMPETITION 

Rochester  Institute  of  Technology  (RIT)  and  USA  TODAY  believe  in  the  power  of  the  Quality 
movement,  with  its  emphasis  on  empowering  the  individual,  to  revolutionize  the  way  the  USA  does 
business.  Where  other  awards  may  honor  entire  companies,  only  the  prestigious  Quality  Cup 
honors  personal  efforts  by  teams  or  individuals. 

WE  WANT  TO  HEAR— AND  REWARD— YOUR  SUCCESS  STORIES 

Do  you  have  a  success  story  that  describes  how  small  groups  or  individuals  in  your  company  used 
total  quality  management  principles  to  boost  productivity?  Then  let  your  experience  be  an  inspiration 
for  others:  Nominate  yourself  or  an  individual  or  team  in  your  organization  in  one  of  the  five  categories 
for  the  award:  Government,  Manufacturing,  Service,  Small  Organizations  or  Not-For-Profit. 

HOW  TO  ENTER 

The  deadline  for  nominations  for  the  1994  RIT/USA  TODAY  Quality  Cup  Competition  is  November  15. 
If  you  would  like  to  receive  an  application,  call  the  toll-free  number  below.  For  complete  information 
about  the  competition,  contact  Carol  Skalski  at  USA  TODAY  at  703-276-5890. 


-800-1 


TODAY 


RIT 


HIND  SURVEY 


Taxable  bond  funds 


Bond  funds  are  a  motley  group.  Ginnie  Mac  funds  look 
long-term  bill  behave  more  like  medium  term  fluids  as 
mortgage  prepayments  reduce  the  effective  lite  of  their 
underlying  bonds.  Adjustable-rate  mortgage  funds  look 
sale  and  short  but  can  react  badly  to  interest  rate  changes  if 
they  own  turbocharged  derivatives.  Thus,  the  weighted 
average  maturity  column,  courtesy  of  M<  trningstar,  I  nc is 


only  a  rough  guide  to  a  fund's  rale  risk.  To  get  a  better 
handle  on  risk,  look  at  our  up  and  down  market  grades. 
Funds  with  high  up  market  grades  typically  have  a  high 
sensitivity  to  interest  rate  fluctuations;  funds  with  high 
down  market  grades  have  a  low  sensitivity.  Our  bench- 
mark: the  Merrill  Lynch  corporate/government  bond 
index,  sliced  into  monthly  periods  since  June  30,  19XX. 


115 


110 


Ratio  scale  (6/30/88=100) 


Rising  markets 


jj  Declining  markets 

This  price  return  graph  of  the  Merrill  Lynch 
corporate/government  bond  index,  scaled  so  that 
June  30,  1988  equals  100,  is  the  benchmark  for 
taxable  bond  fund  ratings.  Funds  are  measured  by 
their  composite  bull-  and  bear-month  performances 


105 


100 


1988 

1989 

1990 

1991 

1 

1992 

1993 

Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

sales 

expenses 

—markets— 

average 

12 

($mil) 

maturity 

charge 

per 

6/88 

months 

(years) 

$100 

to  6/93 

Merrill  Lynch  corporate/govt  bond  index 

11.4% 

13.1% 

7.1% 

Forbes  taxable  bond  fund  composite 

10.4% 

11.3% 

7.0% 

$0.97 

B 

C 

AAL  Bond  Fund/AAL 

10.4% 

11.1% 

6.0% 

$393 

6.0 

4.75% 

$1.03 

D 

B 

AARP  Inc-GNMA  &  US  Treasury/Scudder 

9.8 

8.4 

7.3 

6,471 

3.5 

none 

0.71 

B 

C 

AARP  Inc-High  Quality  Bond/Scudder 

10.7 

12.5 

5.6 

531 

11.5 

none 

103 

A 

D 

ACM  Government  Income/closed-end 

12.7' 

18.8 

8.5 

'552 

8.0 

NA 

1.16 

ACM  Government  Opportunity/closed-end 

 * 

18.0 

8.1 

121 

NA 

NA 

1.23 

A 

C 

ACM  Government  Securities/closed-end 

13.1 

20.2 

8.9 

771 

8.6 

NA 

1.16 

A 

D 

ACM  Government  Spectrum/closed-end 

12.3 

19.3 

8.8 

306 

6.4 

NA 

1.27 

ACM  Managed  Income/closed-end 

33.0 

10.2 

294 

NA 

NA 

1.08 

'Fund  not  in  operation  lor  full  period.  ^Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund, 
sponsor,    b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available. 


a:  Net  of  absorption  of  expenses  by  fund 
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Forbes  ■  August  30,  19m 


Performance 

Fund/distributor 

 Total  return  

ASS6IS 

VVclglllcU 

ividxirnjin 

Annual 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

sales 

expenses 

—markets— 

average 

12 

($mil) 

maturity 

charge 

per 

6/88 

months 

(years) 

$100 

to  6/93 

Merrill  Lynch  corporate/govt  bond  index 

11.4% 

13.1% 

7.1% 

Forbes  taxable  bond  fund  composite 

10.4% 

11.3% 

7.0% 

$0.97 

n 
D 

C 

Advantage  Government  Securities/Advest 

11.4% 

21.0% 

5.7% 

$168 

20.8 

4.00%b 

1.32%a 

D 

B 

AIM  Government  Securities  (Q/AIM 

9.4 

8.4 

6.8 

142 

5.2 

4.75 

1.00 

A 

D 

AIM  Income  Fund  (Q/AIM 

11.2 

16.1 

7.1 

240 

16.7 

4.75 

1.00 

F 

A 

AIM  Limited  Maturity  Treas  Shares/AIM 

o  ^ 
6.1 

3.4 

4.4 

351 

1.5 

1.00 

0.46 

A  + 

D 

Alliance  Bond-Corp  Bond-A/Alliance 

14.3 

29.6 

8.8 

275 

14.0 

4.75 

1.49 

B 

D 

Alliance  Bond-US  Government-A/Alliance 

10.3 

12.2 

7.9 

1,142 

17.3 

3.00 

1.09 

C 

B 

Alliance  Mortgage  Sees  Income-A/Alliance 

10.8 

12.4 

7.9 

2,246 

11.3 

3.00 

1.17 

Alliance  Mortgage  Strategy-A/Alliance 

— * 

7.2 

6.3 

240 

NA 

3.00 

1.67 

American  Adj  Rate  Term-1995/closed-end 

 * 

4.3 

6.5 

108 

2.0 

NA 

0.72 

American  Adj  Rate  Term-1996/closed-end 

— * 

5.1 

6.8 

257 

16.0 

NA 

0.62 

American  Adj  Rate  Term-1997/closed-end 

bo 

6.9 

486 

18.3 

NA 

0.60 

American  Adj  Rate  Term-1998/closed-end 

 * 

7.9 

7.0 

552 

NA 

NA 

0.58 

c 

D 

American  Capital  Bond/closed-end 

9.6 

16.3 

7.7 

236 

21.5 

NA 

0.71 

c 

C 

American  Capital  Corp  Bond-A/Amencan  Cap 

9.6 

13.3 

7.3 

194 

18.5 

4.75 

1.00 

D 

D 

American  Capital  Federal  Mort-A/American  Cap 

7.6 

3.2 

5.2 

116 

1.2 

2.25 

.  0.91a 

B 

D 

American  Capital  Govt  Secs-A/American  Cap 

10.8 

10.6 

7.6 

3,930 

5.7 

4.75 

1.01 

American  Capital  Income  Trust/closed-end 

* 

14.1 

10.0 

125 

11.9 

NA 

0.99 

A  + 

D 

American  Govt  Income  Fund/closed-end 

1  7  1 
l/.l 

9.5 

188 

7.1 

NA 

1.25 

American  Govt  Income  Portfolio/closed-end 

* 

25.2 

10.2 

266 

7.2 

NA 

1.25 

American  Opportunity  Income/closed-end 

23.9 

10.9 

236 

7.2 

NA 

1.15 

Atlas  US  Govt  &  Mortgage  Sees/Atlas 

_* 

9.6 

7.2 

268 

8.3 

2.50 

0.89a 

B 

C 

Babson  Bond-Portfolio  L/Jones  &  Babson 

10.9 

12.3 

7.1 

160 

13.3 

none 

0.99 

C 

c 

Bartlett  Capital-Fixed  Income/Bartlett 

9.4 

9.1 

5.3 

131 

5.6 

none 

1.00 

Benham  Adjustable  Rate  Govt  Secs/Benham 

5.0 

6.1 

1,368 

0.7 

none 

0.50a 

c 

B 

Benham  GNMA  Income/Benham 

i  n  q 
1U.8 

Q  1 

y.i 

7.0 

1.255 

7.0 

none 

0.54 

A  + 

F 

Benham  Target  Maturities-20007Benham 

18.3 

21.3 

none 

279 

7.4 

none 

0.64 

A  + 

F 

Benham  Target  Maturities-2005/Bentiam 

24.1 

29.4 

none 

156 

12.5 

none 

0.64 

C 

C 

Benham  Treasury  Note/Benham 

9.7 

10.0 

4.9 

394 

7.0 

none 

0.53 

Bernstein  Govt  Short  Duration/Bernstein 

 * 

5.5 

3.7 

228 

7.0 

none 

0.68 

Bernstein  Intermed  Duration/Bernstein 

 * 

12.2 

5.7 

630 

15.6 

none 

0.66 

Bernstein  Short  Duration  +/Bernstein 

 * 

6.2 

4.6 

542 

6.3 

none 

0.66 

BlackRock  Advantage  Term  Trust/closed-end 

* 

in  o 

W.l 

7.9 

103 

7.0 

NA 

1.37 

BlackRock  Govt  Income-A/Prudential 

2.2 

6.6 

120 

3.0 

3.00 

1.00 

BlackRock  Income  Trust/closed-end 

7.8 

9.8 

561 

10.0 

NA 

1.04 

BlackRock  Target  Term  Trust/closed-end 

* 

12.8 

7.7 

1,021 

7.0 

NA 

0.89 

Wm  Blair-lncome/Wm  Blair 

9.5 

7.4 

172 

4.9 

none 

0.79 

c 

B 

Bond  Fund  of  America/American  Funds 

11.6 

16.0 

7.7 

4,84/ 

9.1 

4.75 

0.73 

D 

A 

Cardinal  Government  Obligations/Cardinal 

9.3 

6.4 

8.7 

207 

10.5 

4.50 

0.75 

A 

D 

PnlnniAl  FpHpral  ^pr^-A/Tfilnnial 

11.2 

14.9 

7.1 

1,820 

11.3 

4.75 

1.17 

C 

B 

Colonial  Income  Fund-A/Colonial 

10.1 

13.3 

7.7 

170 

16.2 

4.75 

1.16 

Colonial  InterMarket  Income  l/closed  end 

 * 

13.9 

9.1 

131 

9.9 

NA 

1.04 

Fund  not  in  operation  for  full  period.    §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  trie  fund.    a-.  Net  of  absorption  of  expenses  by  fund 

ponsor. 

b:  Includes  back-end  load  that  reverts  to  distributor.  NA: 

Not  applicable  or  not  available. 
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lAAApLt  BUNU  rUWUb 

jjWNOSURtfEY 


Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Maximum 

Annual 

UP 

DOWN 

annual 

qui  i ud i 

last 

% 

6/30/93 

average 

sales 

expenses 

--markets— 

average 

12 

($mil) 

maturity 

charge 

per 

O/oo 

months 

(years) 

$100 

to  6/93 

Merrill  Lynch  corporate/govt  bond  index 

11.4% 

13.1% 

7.1% 

Forbes  taxable  bond  fund  composite 

10.4% 

11.3% 

7.0% 

$0.97 

D 

A 

PAlnnial  1 1^  nrtwornmpnt.A/r nlnnial 
UUIUIIIdl  UO  UUVcnilNCf IL'n/Ol'lUIHdl 

0.4  /o 

K  7% 

7  1"L 

1 .1  /o 

V  ]W 

NA 

lln 

1  7S% 

4 .  /  J  /O 

$1 . 14 

A 

D 

C' nlnmhi')  PivoH  Inrnmo  ^&f*c/i  nliimhilt 
UJIMMIUfd  rlACU  IMLUIIIC  OCLo/uUI UIIIUIq 

1  1  fi 

11.0 

1?  7 

fi  fi 

D.D 

L3L 

7  n 

/  .u 

none 

n  fis 

U.OJ 

D 

f  n m m r\ n  Qonco   f^nuDrnmontirnm  mnn  \onco 
IsUMllHUM  OKI  lie    OUVtll  II 1 ICI  (1/ UUIH 1  HUH  OfcUoC 

10.6 

10.7 

fi  Q 

04/ 

S  7 

0./ 

fi  7S 

0./ J 

U.3J 

Compass  Capital  Fixed  Income/Compass 

 * 

13.5 

6.2 

241 

9.8 

3.75 

0.87 

Compass  Capital  Short  Intermed/Compass 

 * 

8.5 

5.9 

241 

3.3 

3.75 

0.88 

c 

c 

Composite  US  Government  Secs/Murphey 

10.1 

9.9 

6.7 

246 

6.9 

4.00 

1.07a 

c 

rj 

Comstock  Partners  Strategy-A/Comstock 

8.8 

5.7 

7.6 

527 

20.6 

4.50 

1.41 

B 

D 

Ucdn  VVIllcf  rcUcrdl  OcCS/Ucdll  VVIUcl 

in  3 

IU.j 

19  n 

fi  fi 
D.D 

1  Idfi 

i  j.j 

J.UUU 

1  JR 
1.40 

D 

A 

Dean  Witter  Gov6rnm6nt  lnc/clos6d-6nd 

Q  R 

fi  Q 

D.j 

7  3 
/.j 

ODD 

MA 

n  79 

U./ L 

UcdM  VVIllci  inicilTlcUlalc  inC/Ucdll  VVIUcl 

9.1 

fi  9 
v.L 

9d7 

^  nnh 

J.UUU 

1  fid 
1.04 

Dean  Witter  Premier  Inc/Dean  Witter 

— * 

3.3 

6.8 

125 

12.2 

3.00 

0.99 

D 

B 

Dean  Witter  US  Govt  Securities/Dean  Witter 

8.9 

9.2 

7.3 

12.675 

7.4 

5.00b 

1.20 

D 

A 

Delaware  Group  Treas  Res  Intermed/Delaware 

8.9 

7.1 

7.0 

1,072 

2.5 

3.00 

0.90 

c 

c 

Delaware  Group  US  Govt/Delaware 

9.9 

10.2 

8.5 

219 

7.5 

4.75 

1.27 

PlnHoo  SL  Pay  InrAmo/HnHop 

L/UUgC  Ot  VUA  II  1LUI 1 IC/  UUUgc 

 * 

i  j  j 

fi  8 

u.o 

IS? 

(1  fi? 

A 

D 

Droufiic  A  Rnnrlc  Plnc/nravfiic 

LVlCjIUo  H  DUMUb  ilUo/UlcylUo 

11.0 

lfi  0 

1U.U 

fi.  7 
u.  / 

17  S 

1  /  .0 

none 

U.  3  J 

c 

c 

Hrpufiic  fiMM A  Fi mH/rirpvff ik 
uicyiuj  vjI'iivih  runu/uicyiuo 

9.6 

9.6 

7 1 

1  873 

1,01  J 

7  5 

none 

0  94 

B 

D 

Dreyfus  100%  US  Treasury  Intermed/Dreyfus 

10.8 

14.1 

7.0 

260 

6.9 

none 

0.52a 

A  + 

F 

Dreyfus  100%  US  Treasury  L-T/Oreyfus 

12.9 

19.6 

6.8 

233 

21.6 

none 

0.56a 

Dreyfus  100%  US  Treasury  S-T/Dreyfus 

— * 

8.8 

8.0 

188 

NA 

none 

0.03a 

c 

B 

Dreyfus  Premier  GNMA-AVDreyfus 

10.8 

10.3 

6.7 

205 

NA 

4.50 

0.71a 

D 

B 

ureyius  onon-inicrmcuiaic  uovuuicyiUi 

Q  R 

j.o 

Q  9 

fi  ii 

0.0 

40/ 

0.0 

none 

U.OJd 

C 

C 

ureyius  oiraiegic  uovernmcnis  incurnc/Liuocu-ciiu 

Q  R 

J.O 

7  fi 

8  ? 

O.L 

104 

8  8 

0.0 

lln 

n  88 

U.00 

A 

D 

Dreyfus  Strategic  Income/Dreyfus 

12.3 

15.8 

fi  Q 

?cn 

n  q 

10.3 

3  nn 

J.UU 

U.OJd 

c 

B 

Eaton  Vance  Government  Oblig/Eaton  Vance 

10.1 

10.6 

8.2 

513 

5.0 

4.75 

1.10 

Eaton  Vance  Prime  Rate  Res2/Eaton  Vance 

 * 

6.0 

5.0 

909 

NA 

3.00b 

1.44 

Eaton  Vance  Short-Term  Treas/Eaton  Vance 

 * 

2.7 

none 

1093 

0.1 

none 

0.70 

Emerald  US  Government  Sees/Emerald 

 * 

11.0 

6.8 

125 

13.7 

4.50 

0.51a 

D 

A 

riuciiiy  Muvisor  onori  rixea-inc/riuciiiy 

fl  Q 

R  Q 

O.J 

7  7 

i317 

O.u 

i  sn 

U.30 

C 

B 

nueiiiy  uinnie  iviac/riuciuy 

in  9 

L\J.L 

R  9 

O.L 

fi  9 

O.L 

Q7^ 

ji  j 

7  i 
1 .4 

none 

fl  81 

U.Ol 

B 

c 

riuciiiy  ouvci i ii i ici ii  oclui i uco/ r luciiiy 

11.4 

14  8 

fi  S 
U.J 

fid? 

in  s 

1  U.J 

0  69 

c 

B 

Fidelity  Intermediate  Bond/Fidelity 

10.1 

11.8 

7.3 

1.699 

9.2 

none 

0.61a 

B 

B 

Fidelity  Investment  Grade  Bond/Fidelity 

11.8 

15.5 

7.5 

1,028 

13.2 

none 

0.68 

D 

B 

Fidelity  Mortgage  Securities/Fidelity 

9.9 

6.7 

6.5 

422 

6.5 

none 

0.78 

Fidelity  Short-Intermediate  Govt/Fidelity 

 * 

7.4 

6.6 

179 

2.7 

none 

0.49a 

D 

A 

riuciiiy  onon-ierm  Donu/riuciuy 

q  n 

j.U 

R  9 

O.L 

7  <i 

9  flQQ 

9  8 

L.O 

none 

n  77 

u./  / 

C 

A 

First  Boston  Income/closed-end 

11.7 

12.3 

in  l 

ilO 

a  o 

3.0 

NA 

lin 

fl  8fi 

U.00 

C 

D 

First  Investors  Government/Eirst  Inv 

9.4 

7.2 

6.5 

305 

3.2 

6.25 

1.38a 

Flag  Inv  Total  Return  US  Treas-A/Brown 

 * 

15.4 

7.3 

4524 

13.7 

4.50 

0.78 

A 

D 

Fort  Dearborn  Income  Securities/closed-end 

12.2 

15.1 

72 

123 

15.3 

NA 

0.86 

D 

A 

Fortis  Securities/closed-end 

10.9 

12.0 

10.0 

123 

13.7 

NA 

0.83 

*Fund  not  in  operation  for  full  period.    §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,    a:  Net  of  absorption  of  expenses  by  fund 
sponsor,    b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available.    'Formerly  Premier-GNMA.    2Closed-end  fund  that  acts  like 
a  money  market.    3Assetsas  of  12/31/92.    "Assets  include  sister  fund  ISI  Total  Return. 

Rules,  page  126.  Distributor  table,  page  202. 
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Performance 

Fi  mH/H  icfrihi  itnr 

1  Ul  lU/Uloll  \  UU  11.11 

 Total  return  

1 1610 

Assets 

• 

Weighted 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

sales 

expenses 

—markets— 

average 

12 

($mil) 

maturity 

charge 

per 

6/88 

months 

(years) 

$100 

to  6/93 

Merrill  Lynch  corporate/govt  bond  index 

11.4% 

13.1% 

7.1% 

Forbes  taxable  bond  fund  composite 

10.4% 

11.3% 

7.0% 

$0.97 

C 

C 

Fortis  US  Govt  Securities/Fortis 

10.2% 

9.7% 

8.0% 

$646 

6.4 

4.50% 

$0.78 

Fortress  Adjustable  Rate  US  Govt/Federated 

 * 

4.0 

4.9 

999 

4.4 

1.00 

1.04a 

B 

B 

FPA  New  Income/FPA 

11.6 

13.0 

6.4 

109 

13.0 

4.50 

0.75 

F 

A  + 

Franklin  Adjustable  US  Govt  Secs/Franklin 

7.5 

3.3 

4.5 

3,186 

1.3 

2.25 

0.36a 

Franklin  Principal  Maturity  Trust/closed-end 

 * 

16.2 

6.4 

190 

10.0 

NA 

3.27 

D 

B 

Franklin  Short- Intermed  US  Govt/Franklin 

8.8 

10.2 

5.1 

262 

3.8 

2.25 

0.56a 

C 

B 

Franklin  Tax-Advantaged  US  Govt/Franklin 

10.7 

10.6 

6.9 

453 

8.4 

4.00 

0.67 

D 

A 

Franklin  US  Government  Secs/Franklin 

10.2 

9.3 

7.8 

14,316 

4.9 

4.00 

0.52 

D 

B 

Fund  for  US  Government  Secs-A/Federated 

9.6 

6.6 

8.1 

1,897 

6.2 

4.50 

0.88 

Galaxy  High-Quality-Retail/Galaxy 

 * 

14.2 

6.0 

144 

11.1 

none 

0.74a 

Galaxy  Intermediate  Bond-Retail/Galaxy 

11.0 

5.9 

409 

7.7 

none 

0.81a 

C 

B 

GNA  Investors-US  Govt  Secs/GNA 

9.9 

10.0 

6.8 

1,165 

60 

5.00b 

1.70 

D 

B 

Government  Income  Securities/Federated 

9.5 

6.9 

7.9 

3,881 

5.1 

2.00b 

0.95a 

Gradison-McDonald  Govt  Income/Gradison 

 * 

9.8 

6.1 

261 

6.3 

2.00 

0.94 

B 

B 

Hancock  Income  Securities/closed-end 

11.8 

15.1 

7.9 

171 

17.8 

NA 

0.86 

B 

B 

Hancock  Investors  Trust/closed-end 

11.6 

15.0 

8.1 

166 

17.2 

NA 

0.87 

D 

B 

Hancock  Limited  Term  Govt-AVHancock 

8.7 

8.7 

5.7 

258 

4.2 

3.00 

1.55 

C 

B 

Hancock  Sovereign  Bond-A/Hancock 

11.1 

13.3 

7.4 

1,492 

16.5 

4.50 

1.44 

B 

C 

Hancock  Sovereign  US  Govt  lnc-A2/Hancock 

10.7 

11.0 

6.6 

595 

7.4 

4.50 

1.22 

A 

C 

Harbor  Bond/HCA 

12.1 

14.0 

6.2 

127 

8.3 

none 

0.70a 

Harbor  Short  Duration/HCA 

 * 

5.7 

4.0 

122 

0.8 

none 

0.36a 

Heritage  Income-Ltd  Mat  Govt/Heritage 

 * 

3.2 

6.2 

117 

5.8 

2.003 

0.88a 

Hyperion  Short  Duration  US  Govt  I/Hyperion 

 * 

0.6 

5.6 

108 

NA 

3.00 

0.95 

Hyperion  Short  Duration  US  Govt  1  I/Hyperion 

 * 

-0.5 

4.6 

121 

NA 

none 

1.95 

Hyperion  Total  Return/closed-end 

8.7 

10.7 

267 

5.0 

NA 

1.06 

A  + 

F 

IAI  Bond  Fund/IAI 

11.5 

15.5 

5.8 

129 

11.1 

none 

1.10a 

A 

C 

IDS  Bond  Fund/IDS 

12.0 

16.3 

7.6 

2,409 

14.0 

5.00 

0.71 

D 

A 

IDS  Federal  Income/IDS 

9.1 

8.9 

6.2 

1,025 

7.6 

5.00 

0.77 

A 

C 

IDS  Selective  Fund/IDS 

11.5 

15.4 

6.8 

1,697 

14.2 

5.00 

0.74 

B 

D 

IDS  Strategy-lncome/IDS 

10.8 

15.3 

6.8 

659 

12.6 

5.00b 

1.65 

IDS  Strategy-Short-Term  Income/IDS 

 * 

4.7 

4.4 

180 

3.7 

5.00 

1.76 

D 

A 

InterCapital  Income  Securities/closed-end 

10.7 

11.5 

9.1 

231 

15.5 

NA 

0.70 

D 

B 

Intermediate  Bond  Fund  of  Amer/Amencan  Funds 

9.6 

11.5 

7.1 

1,604 

5.3 

4.75 

0.90 

D 

A 

Invesco  Select  lncome4/lnvesco 

10.7 

13.7 

7.5 

157 

9.4 

none 

1.14 

ISI  Total  Return  US  Treasury/ISI 

 * 

15.5 

7.3 

452* 

13.7 

4.45 

0.78 

r 
1* 

u 

Janus  Flexible  Income/Janus 

9.3 

14.9 

8.1 

389 

14.0 

none 

1.00a 

D 

D 

Kemper  Adjustable  Rate  US  Govt/Kemper 

8.6 

6.6 

5.2 

213 

3.5 

3.50 

0.28a 

C 

B 

Kemper  Inc  &  Cap  Preservation/Kemper 

10.6 

13.7 

7.2 

540 

12.0 

4.50 

0.80 

Kemper  Intermediate  Government/closed-end 

 * 

7.0 

8  1 

O.J 

0\JL 

<;  9 

J.O 

MA 

u.yj 

D 

A 

Kemper  Invest-Diversified-lnitial/Kemper 

12.1 

15.3 

8.3 

345 

9.1 

4.00b 

?  ni 

L.Vl 

B 

D 

Kemper  Invest-Govt-lnitial/Kemper 

8.9 

6.6 

7.7 

5,695 

4.5 

4.00b 

1.79 

Fund  not  in  operation  for  full  period,    a:  Net  of  absorption  of  expenses  by  fund  sponsor,    b:  Includes  back-end  load  that  reverts  to  distributor. 

NA:  Not 

pplicable  or  not  available.    'Formerly  John  Hancock  US  Government  Securities,    formerly  Freedom  Investment-Government  Income. 

3Sales  charj 

*e  waived 

irough  10/93.  4 

Formerly  Financial  Bond  Shares-Select  Income. 

5Assets  include  sister  fund  Flag 

Investors  Total  Return. 

Rules,  page  126.  Distributor  table,  page  202. 
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IMAMbLt  PUHU  rUWUb 


FUND  SUBVEY 


Performance 

Fund/  '  Uributor 

 Total  return  

Yield 

Assets 

Weighted 

Maximum 

Annual 

HP 

DOWN 

dnnud  1 

lad 

Idol 

0/ 
70 

average 

sales 

expenses 

--markets-— 

average 

12 

($mil) 

maturity 

charge 

per 

6/88 

months ' 

(years) 

$100 

to  6/93 

Merrill  Lynch  corporate/govt  bond  index 

11.4% 

13.1% 

7.1% 

Forbes  taxable  bond  fund  composite 

10.4% 

11.3% 

7.0% 

$0.97 

Kemper  Invest-S-I  Govt-lnitial/Kemper 

t 

D.j  /o 

5.4% 

$279 

8.6 

4.00%b 

$1.84 

Kemper  Multi-Market  Income/closed-end 

 * 

19  (1 

lev 

9.6 

224 

6.7 

NA 

0.99 

Kemper  US  Government  Secs/Kemper 

10.2% 

7.2 

7.8 

6,886 

7.8 

4.50 

0.64 

Keystone  America  Cap  Pres  &  Inc  ll-B/Keystone 

 * 

3.0 

4.0 

159 

0.7 

3.00 

1.50a 

r 

Keystone  Custodian  B-l/Keystone 

9.1 

8.6 

7.9 

458 

12.6 

4.00b 

2.01 

o 

B 

Keystone  Custodian  B-2/Keystone 

8.7 

14.1 

10.1 

968 

13.5 

4,00b 

1.94 

c 

Legg  Mason  Inc-US  Govt  Intermed/Legg  Mason 

9.7 

8.2 

5.2 

297 

5.7 

none 

0.90a 

B 

D 

Lexington  GNMA  Income/Lexington 

in  i 
w.i 

O.U 

7.2 

128 

8.0 

none 

1.01 

D 

C 

Liberty  Financial  US  Govt  Sees/Liberty 

a  7 

0./ 

8  9 
6.1 

7.5 

943 

4.3 

4.50 

0.76a 

A 

o 

Lord  Abbett  US  Govt  Sees/Lord  Abbett 

11.0 

13.0 

8.4 

3,623 

8.5 

4.75 

0.87 

c 

Lutheran  Brotherhood  Income/Lutheran 

11.0 

12.3 

7.0 

1,000 

16.3 

5.00 

0.90 

A 

D 

Mackenzie  Fixed  Income  Trust/Mackenzie 

11.3 

16.3 

5.3 

130 

12.5 

4.75 

1 50a 

c 

D 

MainStay-Government'/NYLife 

8.5 

7.0 

8.2 

1,175 

9.8 

5.00b 

1.69 

A 

c 

MAS  Pooled-Fixed  Income/MAS 

11.9 

14.5 

7.1 

878 

11.1 

none 

0.47 

F 

A  + 

MassMutual  Corporate  Investors/closed-end 

1 1  n 
11. U 

18  8 
18.0 

8.6 

139 

NA 

NA 

2.69 

Merrill  Lynch  Adj  Rate  Secs-A/ML  Funds 

 * 

9  7 
L.I 

4.5 

708 

NA 

3.00 

0.93 

B 

c 

Merrill  Lynch  Corp-High  Quality-A/ML  Funds 

11.4 

14.3 

6.6 

855 

9.9 

4.00 

0.58 

B 

B 

Merrill  Lynch  Corp-lntermed-A/ML  Funds 

10.8 

13.3 

6.4 

293 

7.7 

2.00 

062 

c 

B 

Merrill  Lynch  Federal  Secs-A/ML  Funds 

10.2 

8.6 

6.0 

4,042 

8.7 

4.00 

0.80 

Merrill  Lynch  Prime  Fund2/ML  Funds 

 * 

5.9 

5.4 

757 

NA 

3.00b 

1.39a 

B 

D 

MetLife-State  Street  Govt  Secs-A/State  St 

10.3 

11.5 

6.1 

110 

9.1 

4.50 

1.24a 

B 

C 

MFS  Bond  Fund/MFS 

i  t  i 
ill 

19  (1 

7.1 

499 

10.4 

4  75 

0.88 

MFS  Charter  Income/closed-end 

 * 

in  9 

8.1 

936 

10.3 

NA 

0.98 

MFS  Government  Limited  Maturity3/MFS 

10.1 

4.9 

279 

14.2 

2.50 

0.98a 

c 

c 

MFS  Government  Markets  Income/closed-end 

9.7 

8.3 

6.8 

771 

11.9 

NA 

1.03 

Q 

D 

MFS  Government  Mortgage'VMFS 

9.1 

10.4 

6.4 

583 

8.5 

4.75 

1.42 

B 

c 

MFS  Government  Securities/MFS 

10.0 

12.9 

6.9 

380 

12.5 

4.75 

1 .20 

D 

B 

MFS  Intermediate  Income/closed-end 

9.1 

7.4 

7.0 

1,624 

4.4 

NA 

1.01 

C 

D 

MFS  Lifetime  Government  Mortgage5/MFS 

8.4 

in  n 

5.6 

1,845 

8.5 

5.00b 

1.96a 

MFS  Lifetime  Government  Secs/MFS 

 * 

ll.U 

5.1 

105 

130 

5.00b 

2.16 

MFS  Lifetime  Intermediate  Income/MFS 

 * 

5.7 

5.9 

503 

4.5 

5.00b 

2.20 

c 

B 

MFS  Multimarket  Income  Trust/closed-end 

10.9 

8.6 

7.7 

960 

84 

NA 

1 11a 

B 

A 

Montgomery  Street  Income  Secs/closed-end 

12.1 

14.4 

8.0 

203 

11.7 

NA 

0.80 

c 

A 

Mutual  of  Omaha  Interest  Shares/closed-end 

11.1 

11.7 

7.9 

103 

23.0 

NA 

0.82 

A 

D 

National  Federal  Securities/Phoenix 

10.6 

10.8 

7.2 

313 

6.0 

4.75 

1.12 

National  Multi-Sector  Fixed  Inc-A/Pboenix 

 * 

Ib.D 

8.8 

378 

9.5 

4.75 

1.40 

B 

D 

Nationwide  Bond  Fund/Nationwide 

11.1 

13.2 

8.2 

•  131 

13.8 

4.50 

0.64 

D 

A 

N  &  B  Limited  Maturity/Neuberger 

8.8 

7.6 

5.8 

329 

3.4 

none 

0.65a 

F 

A  + 

N  &  B  Ultra  Short  Bond/Neuberger 

68 

3.5 

4.6 

107 

1.1 

none 

0.65a 

F 

D 

New  America  High  Income/closed-end 

2.8 

30.9 

9.9 

204 

10.9 

NA 

1.87 

F 

A  + 

Nicholas  Income  Fund/Nicholas 

9.3 

13.0 

8.2 

146 

7.5 

none 

0.69 

'Fund  not 

m  open 

1       ii  full  period,    a:  Net  of  absorption  of  expenses  by  fund  sponsor,    b:  Includes  back-end  load  that  reverts  to  distributor. 

NA:  Not 

.i;>l>hi'.]hle  hi  nut  ,i.                   not !y  MainSt.iv  Government  Plus. 

^Technically  a  closed-end  fund 

formerly  MFS  Government  Premium.    4Formerly  MFS 

Government  Income  Plus,    "'i  ormerly  MFS  Lifetime  Government  Income  Plus. 
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F  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
;  quaint,  as  secluded  as  any  undiscovered  island, 
tucala,  a  Forbes  Magazine  South  Pacific  Property  - 
e  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
eir  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 
;ople  who  want  the  ultimate  vacation  experience  - 
e  finest  amenities  without  the  formalities.  Go  deep 
;a  fishing  on  board  the  island's  private  fishing  boat.  If 
)u  wish,  our  master  chef  will  prepare  your  catch  for 
>ur  dining  pleasure.  Dive  in  azure  waters,  world 
nowned  for  the  beauty  and  abundance  of  their 
epical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 

EXTRA  COST.  "       -      "       J:  " 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager,  4LC8 
Box  149,  Fort  Garland,  CO 
81133,  or  call  1-800-FORBES-5. 


FORBES 

MAGAZINE'S 
I  I  I  I  ISLAND 


AXABLE  BOND  FUNDS 


IND  SURVEY 


Performance 

Fund/''i)tnljLitor 

 Total  return  

VipIH 
1  iclu 

Asssts 

V  ¥ClgI  IICU 

IVIdAlll  IUIII 

Annual 
Ml  IllUdl 

UP 

DOWN 

annual 

last 

%  1 

5/30/93 

average 

sales 

expenses 

— n* 

srkets — 

aVCIdgC 

($mil) 

maturity 

charge 

per 

6/88 

months 

(years) 

$100 

to  6/93 

Merrill  Lynch  corporate/govt  bond  index 

11.4% 

13.1% 

7.1% 

Forbes  taxable  bond  fund  composite 

10.4% 

11.3% 

7.0% 

$0.97 

c 

C 

North  American-US  Govt  Sees/Wood  Logan 

9.1% 

9.5% 

5.8% 

$149 

4.2 

4.00% 

$1.25 

D 

A  + 

Northeast  Investors  Trust/Northeast 

9.9 

18.4 

10.5 

497 

8.5 

none 

0.75 

C 

C 

Oppenheimer  Government  Secs-A/Oppenheimer 

10.3 

8.2 

6.9 

168 

6.5 

4.75 

0.98 

Oppenheimer  Invest  Grade  Bond-A/Oppenheimer 

12.0 

6.5 

114 

9.5 

4.75 

1.10 

/\ 

Oppenheimer  Multi-Sector  Income/closed-end 

10.6 

12.0 

9.8 

314 

7.5 

NA 

1.03 

Oppenheimer  Strategic  Income-A/Oppenheimer 

12.7 

9.1 

2,877 

NA 

4.75 

1.08 

Q 

Q 

Oppenheimer  US  Government/Oppenheimer 

9.4 

9.7 

6.9 

450 

8.9 

4.75 

1.19 

Overland  Express  Variable  Rate  Govt-A/Overland 

 * 

4.5 

4.9 

2,293 

1.2 

3.00 

0.75a 

D 

A 

Pacific  American  Income  Shares/closed-end 

11.9 

13.8 

8.1 

154 

17.3 

NA 

0.75 

C 

B 

Pacific  Horizon-US  Government/Pacific 

10.8 

9.6 

6.3 

148 

5.5 

4.50 

0.51a 

Pacifica  Asset  Preservation/Furman 

4.9 

4.9 

153 

1.0 

none 

0.77a 

Pacifica  Government  Income/Furman 

9.9 

6.9 

163 

7.0 

4.50 

0.83a 

A 

D 

PaineWebber  Income  Fund-A/PaineWebber 

11.2 

153 

7.3 

192 

14.3 

4.00 

1.19 

B 

B 

PaineWebber  Inv  Grade  Income-A/PaineWebber 

11.6 

14.4 

7.3 

288 

16.0 

4.00 

1.01 

C 

C 

PaineWebber  US  Govt  Income-A/PameWebber 

9.9 

7.8 

6.9 

1,012 

10.7 

4.00 

0.93 

F 

A  + 

Permanent  Port-Treasury  Bill/Permanent 

5.6 

2.3 

3.7 

153 

0.2 

 1 

0.75 

Pilgrim  Adjustable  Rate  Sees  Ill/Pilgrim 

8.1 

7.9 

3012 

22.0 

5.00 

0.50 

Pilgrim  Adjustable  US  Govt  Sees  Ill/Pilgrim 

 * 

6.5 

6.8 

1,246* 

26.2 

5.00 

0.34 

F 

A  + 

Pilgrim  Prime  Rate  Trust3/closed-end 

8.8 

6.4 

6.0 

738 

NA 

NA 

1.42 

PIMCO  Low  Duration  Fund/PIMCO 

 * 

8.7 

6.9 

1,606 

1.9 

none 

0.45 

PIMCO  Low  Duration  Fund  ll/PIMCO 

 * 

7.7 

6.0 

115 

1.9 

none 

0.50 

PIMCO  Total  Return/PIMCO 

 * 

14.6 

6.7 

3,588 

10.5 

none 

0.43 

C 

B 

Pioneer  Bond  Fund/Pioneer 

10.6 

12.7 

7.2 

113 

10.2 

4.50 

1.09 

B 

D 

Piper  Jaffray  Govt  Income/Piper 

10.2 

10.6 

8.4 

154 

8.7 

4.00 

1.11 

Piper  Jaffray  Inst  Govt  Income/Piper 

20.5 

7.5 

675 

4.0 

1.50 

0.65a 

PNC  Intermediate  Govt- Investor/PNC 

 * 

9.1 

5.2 

153 

5.1 

4.50 

1.35 

PNC  Managed  Income-lnvestor/PNC 

 * 

13.4 

6.2 

330 

10.4 

4.50 

1.35 

Portico-Bond  IMMDEX  Fund/Sunstone 

 * 

13.4 

6.2 

242 

10.7 

0.25 

0.50a 

Portico-Short-Term  Bond  Market/Sunstone 

 * 

8.0 

5.7 

135 

2.7 

0.25 

0.53a 

Preferred  Income  Fund/closed-end 

— * 

18.6 

7.6 

222 

NA 

NA 

1.63 

T  Rowe  Price  Adj  Rate  US  Govt/Price 

 * 

2.1 

5.5 

352 

0.7 

none 

0.40a 

c 

c 

T  Rowe  Price  GNMA  Fund/Price 

10.2 

8.4 

7.4 

918 

5.3 

none 

0.79 

B 

c 

T  Rowe  Price  New  Income/Price 

10.2 

10.1 

6.0 

1.554 

8.3 

none 

0.84 

D 

„ 

T  Rowe  Price  Short-Term  Bond/Price 

8.3 

7.4 

6.5 

592 

2.1 

none 

0.76 

T  Rowe  Price  Spectrum-lncome/Pnce 

 * 

11.5 

6.5 

503 

6.5 

none 

0.88 

T  Rowe  Price  US  Treasury  Intermed/Price 

 * 

10.4 

5.7 

.168 

4.0 

none 

0.80 

Prime-Altura  Govt  Income/Forum 

 * 

10.4 

7.2 

137 

3.5 

4.50 

0.60a 

Prime  Income  Trusf/Dean  Witter 

5.7 

5.7 

343 

NA 

3.00b 

1.47 

A 

D 

Princor  Government  Sees  Income/Princor 

11.3 

11.1 

6.5 

214 

11.7 

5.00 

0.89 

D 

C 

Prudential  GNMA  Fund-A/Prudential 

8.7 

7.9 

7.2 

348 

NA 

4.50 

1.10 

B 

C 

Prudential  Government  Plus-A/Prudential 

10.1 

10.9 

6.8 

2,617 

6.3 

4.50 

0.94 

'Fund  not  in  operation  for  full  period.    §Distr ibutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,    a:  Net  of  absorption  of  expenses  by  fund 
sponsor,    b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available.    'Flatfeeof  $35  on  initial  investment.    2Spokefund.  Assets 
are  for  underlying  hub  fund     'Closed-end  fund  that  acts  like  a  money  market.    4Technically  a  closed-end  fund. 

Rules,  page  126.  Distributor  table,  page  202. 

178 


Forbes  ■  August  30,  1993 


Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

sales 

expenses 

—markets— 

average 

12 

($mil) 

maturity 

charge 

per 

C/QQ 

O/OO 

months 

(years) 

$100 

to  6/93 

Merrill  Lynch  corporate/govt  bond  index 

11.4% 

13.1% 

7.1% 

Forbes  taxable  bond  fund  composite 

10.4% 

11.3% 

7.0% 

$0.97 

D 

C 

Prudential  Govt  Secs-lntermed-B/Prudential 

9.0% 

9.2% 

7.2% 

$320 

3.5 

none 

$0.79 

Prudential  Structured  Maturity-A/Prudential 

 * 

8.7 

6.5 

187 

3.0 

3.25% 

0.83a 

A 

F 

Prudential  US  Government-A/Prudential 

10.7 

14.9 

6.4 

169 

NA 

4.50 

0.97 

F 

A 

Putnam  Adjustable  Rate  US  Govt-A/Putnam 

6.4 

1.4 

5.1 

318 

NA 

3.25 

1.15 

e 

D 

Putnam  American  GovernmentVPutnam 

8.5 

8.5 

7.6 

3,700 

NA 

4.75 

0.96 

Putnam  Diversified  Income  Trust-A/Putnam 

— * 

15.2 

7.6 

775 

NA 

4.75 

1.30 

B 

D 

Putnam  Federal  Income/Putnam 

9.8 

8.7 

7.8 

640 

9.5 

4.75 

1.11 

D 

A  + 

Putnam  High  Inc  Convert  &  Bond/closed-end 

14.1 

22.7 

9.2 

121 

10.2 

NA 

1.13 

B 

B 

Putnam  Income  Fund-A/Putnam 

11.3 

13.4 

8.0 

809 

15.5 

4.75 

0.97 

B 

B 

Putnam  Intermediate  Govt  Income/closed-end 

10.8 

12.6 

6.9 

601 

6.9 

NA 

0.92 

B 

A 

Putnam  Master  Income  Trust/closed-end 

13.8 

15.5 

8.4 

504 

8.4 

NA 

0.95 

C 

B 

Putnam  Master  Intermediate  Inc/closed-end 

10.1 

14  6 

8.2 

346 

7.5 

NA 

0.98 

B 

C 

Putnam  Premier  Income  Trust/closed-end 

11.5 

15.0 

8.3 

1,249 

8.4 

NA 

0.88 

D 

B 

Putnam  US  Govt  Income-A/Putnam 

9.4 

8.2 

8.0 

6,751 

6.2 

4.75 

1.01 

D 

B 

Quest  for  Value-US  Govt  Income/Quest 

9.8 

9.7 

6.1 

196 

20.0 

4.75 

1.15 

RAC  Income  Fund/closed-end 

10.2 

9.9 

134 

24.0 

NA 

1.11 

C 

C 

Scudder  GNMA  Fund/Scudder 

10.3 

9.0 

8.4 

647 

5.9 

none 

0.93 

B 

C 

Scudder  Income  Fund/Scudder 

11.5 

13.3 

6.4 

503 

11.8 

none 

0.93 

D 

A 

Scudder  Short  Term  Bond/Scudder 

10.0 

8.5 

7.2 

2,980 

2.9 

none 

0.75 

B 

B 

Security  Income-Corporate  Bond/Security  Dist 

11.0 

16.0 

7.1 

117 

20.6 

4.75 

1.01 

B 

C 

Sentinel  Government  Securities/Equity 

10.8 

12.2 

6.3 

134 

6.0 

5.00 

0.94 

Sierra-Corporate  lncome2/Gt  Western 

 * 

16.6 

7.7 

395 

22.5 

4.50 

1.20a 

Sierra-US  Government3/Gt  Western 

 * 

8.9 

7.2 

839 

7.7 

4.50 

0.90a 

Smith  Barney-S-T  US  Treasury/SB  Shearson 

-* 

7.8 

4.5 

175 

2.6 

none 

0.87 

B 

C 

Smith  Barney-US  Govt-A4/SB  Shearson 

11.1 

9.2 

8.0 

499 

7.0 

4.00 

0.50 

SBS  Income-Diversified  Strat-A4/SB  Shearson 

8.8 

8.3 

2,068 

5.0 

4.50 

1.10 

A 

D 

SBS  Invest-Govemment  Secs-A4/SB  Shearson 

10.6 

13.1 

6.1 

957 

9.6 

4.50 

0.68 

A  + 

F 

SBS  Invest-lnv  Grade  Bond-A4/bB  Shearson 

12.9 

18.6 

7  O 

12 

482 

26.9 

4.50 

1.03 

B 

C 

SBS  Managed  Governments-A4/SB  Shearson 

10.4 

11.3 

6.8 

939 

6.0 

4.50 

0.92 

Society-lntermed  Govt  Obligations/Winsbury 

 * 

10.4 

6.0 

113 

4.2 

4.00 

0.76 

Spartan  Ginnie  Mae/Fidelity 

 * 

7.7 

6.6 

740 

4.3 

none 

0.31a 

Spartan  Government  Income/Fidelity 

 * 

10.1 

6.3 

453 

6.7 

none 

0.65 

D 

A 

Spartan  Limited  Maturity  Govt/Fidelity 

8.8 

7.9 

5.9 

1,541 

3.5 

none 

0.65 

Stagecoach  GNMA/Stagecoach 

9.4 

7.4 

281 

11.0 

4.50 

0.46a 

A 

D 

Stagecoach  US  Govt  Allocation/Stagecoach 

11.2 

19.5 

5.2 

218 

25.3 

4.50 

1.00a 

C 

A 

State  Mutual  Securities  Trust/closed-end 

11.8 

14.5 

8.2 

10! 

11.7 

NA 

0.75 

B 

D 

State  Street  Research  Govt  lnc-A5/State  St 

10.6 

11.7 

6.8 

944 

9.9 

4.50 

1.05 

C 

B 

SteinRoe  Income  Fund/Stein  Roe 

10.5 

14.6 

7.4 

152 

8.2 

none 

0.82 

B 

C 

SteinRoe  Intermediate  Bond/Stein  Roe 

10.3 

10.6 

7.1 

312 

5.1 

none 

0.67 

Strong  Advantage  Fund/Strong 

 * 

8.1 

6.4 

321 

3.0 

none 

0.91 

C 

A  + 

Strong  Government  Securities/Strong 

13.3 

15.3 

7.0 

150 

9.6 

none 

0.81 

rund  not  in  operation  for  full  period,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not 
apl icable  or  not  available.  'Formerly  Putnam  High  Income  Government,  formerly  GW  Sierra-Corporate  Income.  3Formerly  GW  Sierra-U.S.  Government 
scurities.    "Formerly  Shearson  Funds,    formerly  MetLife-State  Street  Government  Income. 
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Performance 

'"i  lnci/r'V't  ri  hi  itnr 

 Total  return  

Yield 

AqqpK 

Wpiphtpd 

Maximum 

■  via  A  IIIIUMI 

Annual 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

sales 

expenses 

average 

12  . 

it  ™:  i\ 

($mil) 

maturity 

charge 

per 

6/88 

months 

(years) 

$100 

tv  D/JJ 

Merrill  Lynch  corporate/govt  bond  index 

11.4% 

13.1% 

7.1% 

Forbes  taxable  bond  fund  composite 

10.4% 

11.3% 

7.0% 

$0.97 

D 

B 

Strong  Income  Fund/Strong 

6.2% 

14.9% 

7.3% 

$115 

8.2 

none 

$1.40 

D 

A 

Strong  Short-Term  Bond/Strong 

8.7 

8.5 

6.9 

1,049 

2.7 

none 

0.99 

r 

A 

A 

SunAmerica  Equity-US  Govt  Secs/SunAmenca 

7  k 
/.□ 

O.J 

7.0 

1,261 

19.4 

5.00%b 

1.82 

D 

c 

SunAmerica  Federal  Securities/SunAmerica 

9.3 

6.1 

D-D 

1  1  C 

lib 

to  0 

vd.l 

D.UUD 

\  QA 

B 

c 

TNE  Bond  Income/TNE 

11.0 

13.8 

6.5 

168 

8.0 

4.50 

1.08 

A 

F 

TNE  Government  Securities/TNE 

9.6 

11.1 

5.4 

188 

8.0 

4.50 

1.23 

TNE  Limited  Term  US  Govt'/TNE 

 * 

8.3 

5.6 

542 

5.0 

3.00 

1.16 

D 

C 

Thomson-Income-A/Thomson 

7.6 

10.6 

8.6 

256 

8.0 

4.75 

1.15 

C 

D 

Thomson-US  Government-A/Thomson 

9.3 

8.7 

7.4 

504 

6.5 

4.75 

1.05 

A 
A 

Thornburg  Ltd  Term  US  Govt/fbomburg 

Q  9 

q  i 

6.0 

158 

NA 

2.50 

1.00a 

A 

F 

Transamerica  Govt  Securities/Transamerica 

10.2 

10.9 

8  1 

8.1 

7(18 
/Uo 

D.D 

*t./D 

i  on 
lxu 

A 

B 

Transamerica  Income  Shares/closed-end 

13.1 

15.9 

7.8 

162 

23.3 

NA 

0.60 

A 

D 

Transamerica  !nv  Quality  Bond-A/Transamerica 

10.2 

10.4 

8.1 

109 

5.3 

4.75 

1.24 

B 

D 

Transamerica  Spec  Govt  income/Transamerica 

9.0 

9.5 

7.4 

275 

5.3 

5.00b 

1.95 

A 

D 

20th  Century  Long-Term  Bond/20tb  Century 

10.7 

10.9 

6.7 

175 

6.2 

none 

0.98a 

D 

B 

20th  Century  US  Governments/20th  Century 

7.6 

5.3 

3.9 

528 

1.5 

none 

0.99a 

D 
D 

n 

U 

United  Bond  Fund/Waddell 

1U.8 

10. 3 

6.4 

631 

15.0 

8.50 

0.65 

A 

D 

United  Government  Securities/Waddell 

10.8 

12.8 

C  Q 

o.y 

1  QA 

1  Q  Q 

io.o 

A  Ot 

n  7i 

C 

B 

US  Government  Securities/American  Funds 

10.5 

13.5 

7.8 

1,509 

8.7 

4.75 

0.87 

USAA  Investment-GNMA/USAA 

 * 

10.4 

7.5 

294 

6.2 

none 

0.35 

A 

C 

USAA  Mutual-lncome/USAA 

12.6 

14.2 

7.0 

1,788 

9.4 

none 

0.42 

A 

F 

UST  Master  Funds-Managed  Inc/UST 

10.3 

15.2 

5.7 

107 

11.4 

4.50 

0.89a 

C 

B 

Value  Line  US  Government  Sees/Value  Line 

10.6 

11.6 

6.8 

449 

8.7 

none 

0.60 

Van  Kampen  Intermediate  High  Inc/closed-end 

 * 

90  Q 
ii.O 

14.3 

151 

7.8 

NA 

1.87 

Van  Kampen  Limited  Term  High  Inc/closed-end 

 * 

21.0 

1  9  £ 

12.0 

1  1  7 
11/ 

b.l 

MA 

NA 

1  70 
l./J 

Van  Kampen  Prime  Rate  lnc2/closed-end 

 * 

6.4 

6.1 

975 

NA 

3.00 

1.48 

B 

C 

Van  Kampen  US  Government-A/Van  Kampen 

10.9 

10.1 

8.3 

3,971 

8.4 

4.65 

0.83 

B 

C 

Vanguard  Bond  lndex3/Vanguard 

10.9 

11.7 

6.6 

1,286 

9.1 

 4 

0.20 

B 

B 

Vanguard  Fixed  Inc-GNMA/Vanguard 

11.1 

8.7 

6.9 

7,604 

8.9 

none 

0.29 

Vanguard  Fixed  Inc-I-T  US  Treas/Vanguard 

 * 

15.1 

5.9 

874 

7.7 

none 

0.26 

H  T 

n 
u 

Vanguard  Fixed  Inc-lnvest  Grade/Vanguard 

n  o. 

loo 

1  7  R 
1/.0 

7.0 

3,188 

17.6 

none 

0.31 

A  + 

F 

Vanguard  Fixed  Inc-L-T  US  Treas/Vanguard 

12.9 

20.0 

DO 

ODD 

III 

none 

fl  97 

D 

A 

Vanguard  Fixed  Inc-Short-Term/Vanguard 

9.7 

8.2 

6.0 

3,189 

2.7 

none 

0.27 

D 

A 

Vanguard  Fixed  Inc-S-T  Federal/Vanguard 

9.3 

8.1 

5.5 

1,759 

2.7 

none 

0.27 

Vanguard  Fixed  Inc-S-T  US  Treas/Vanguard 

 * 

7.9 

4.9 

616 

2.7 

none 

0.26 

A 

C 

Vanguard  Preferred  Stock/Vanguard 

13.3 

13.4 

9.3 

292 

NA 

none 

0.59 

A 

Q 

Vestaur  Securities/closed-end 

1 1 .4 

11  7 
11./ 

7.6 

'  101 

15.6 

NA 

0.90 

B 

c 

vuydgcur  uo  uovcrnmcni  occs/vuyagcui 

11.7 

14.3 

7  1 

in 

110 

j.L 

4./  J 

1  1fla 

D 

B 

Westcore-lntermed-Term  Bond/ALPS 

9.9 

11.7 

5.8 

102 

4.8 

4.50 

0.65a 

C 

B 

WPG  Government  Securities/Weiss 

10.8 

11.6 

7.3 

316 

6.0 

none 

0.79 

D 

A 

Zenix  income  Fund/closed-end 

9.5 

27.4 

11.5 

109 

10.1 

NA 

1.99 

*Fund  not  in  operation  for  full  period.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption  of  expenses  by  fund 
sponsor.  b:lnciudes'  ;  .  rvj  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Formerly  TNE  Premium  Income.  2Closed-end  fund  that 
acts  like  a  money  market,    formerly  Vanguard  Bond  Market.    "Annual  $10  maintenance  fee. 


Rules,  page  126.  Distributor  table,  page  202. 
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CONVENTIONAL  VIEW. 


FORBES  VIEW. 


On  April  2nd,  known  today  as  Marlboro  Friday." 
'hilip  Morris  announced  a  surprising  strategy.  It  was  cutting 
>rices  on  its  premium  brand 

Wall  Street's  reaction  was  swift.  Seeing  the  move  as  a 
>recipitous  bow  to  pressures  from  private  brand  cigarettes, 
t  stripped  $13  billion  off  PM's  market  value  in  a  single  day. 

Forbes  took  a  different  \  iew. 

In  a  May  10th  cover  story  ,  we  reported  Philip 
/lorris  s  aggressive  pricing  plan  as  part  of  a  bold,  long  term 


strategy  to  help  regain  market  share.  Not  a  panicky  tactical 

response- 
It  s  this  kind  of  in-depth  analysis  of  management 

strategies  Forbes  readers  have  come  to  expect.  People  who 

prefer  valuable  insights  over 

shallow  speculation. 

Now  what  client  of 

yours  wouldn't  want  to  talk 

to  75().()()()  people  like  that' 


Forbes 

CAPITALIST  TOOL' 


FUND  SURVEY 


nicipal  bond  funds 


These  tables  track  tax  exempt  bond  funds  w  ith  at  least  one 
year  of  performance  history  and  $100  million  in  assets  We 
measure  them  against  the  Lehman  Brothers  municipal 
bond  price  index  since  June  30,  1988,  taking  each  month 
as  bullish  or  bearish.  Then  we  calculate  composite  up  and 
down  market  performances  for  all  tunds  at  least  five  years 
old  and  grade  them  on  a  curve.  If  interest  rates  are  falling. 


as  they  have  been  in  recent  years,  long  term  hands  prosper 
racking  up  high  up-market  grades.  But  when  interest  rate? 
go  back  up,  shorter  term  funds  do  better,  earning  hiu;r 
down  market  ratings  Besides  the  grades,  look  at  tht 
weighted  average  maturity  column  (provided  by  Morn 
ingstar,  Inc.)  to  get  a  sense  of  a  fund's  interest  raft 
sensitivity. 


Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

% 

5/30/93 

average 

sales 

expenses 

—markets— 

average 

12 

($mil) 

maturity 

charge 

per 

6/88 

months 

(years) 

$100 

to  6/93 

Lehman  Brothers  municipal  bond  index 

102% 

12  0% 

6.3% 

Forbes  municipal  bond  fund  composite 

9.6% 

12.4% 

58% 

$0  81 

AAL  Municipal  Bond  Fund/AAl 

9.9% 

4  2% 

$292 

14  0 

4  75% 

$100 

A  + 

F 

AARP  Insured  T-F  Inc-Genl  Bond/Scudder 

10.5% 

12.9 

49 

1.923 

12  6 

none 

0  72 

D 

D 

ABT  Southern  Master-FIa  T-F/ABT 

76 

12.3 

5.9 

206 

217 

4  75 

058 

A 

D 

AIM  Municipal  Bond  (Q/AIM 

100 

116 

59 

288 

23  8 

4  75 

090 

D 

A 

Alliance  Muni  Income-Calif-A/AHi.mrp 

104 

123 

58 

577 

27  0 

4  50 

0  59a 

C 

B 

Alliance  Muni  Income-  Ins  Calif-A/Alliance 

101 

129 

51 

119 

22  0 

4  50 

0  78a 

B 

C 

Alliance  Muni  Income-Ins  Natl-A/Alliance 

104 

12  6 

54 

204 

23  0 

4  50 

081a 

B 

B 

Alliance  Muni  Income-Natl  A/Allianre 

10  8 

125 

58 

497 

24  0 

4  50 

0  83a 

C 

A 

Alliance  Muni  Income-New  York-A/Alliance 

108 

128 

58 

237 

25  0 

4  50 

0.70a 

'Fund  not  in  operation  for  full  period.    §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund  a. 

Net  of  absorption  of  expense 

5  by  fund 

sponsor 

b:  Includes  back-end  load  that  reverts  to  distributor. 

NA  Not  applicable  or  not  available. 

Rules,  page  1  26.  Distributor  table,  page  202. 
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Performance         Fund/distributor   Total  return   Yield        Assets      Weighted    Maximum  Annual 

UP      DOWN  annual        last  %        6/30/93     average       sales  expenses 

—markets—  average         12  ($mil)      maturity      charge  per 


6/88 
to  6/93 

months 

(years) 

$100 

Lphman  Brothers  munirinal  hnnri  inHpY 

L  v  '  l '  l  l  u  l  l  Ul  VU  11.1  J  1 1 IUI IIV  1  L/CII  UUIIU  1IIUCA 

ixj.L  /o 

1?  C\°l 

Ll  V  /o 

D.J  /o 

Forbes  munir  inal  honH  fund  romnositp 

1  ul          J  1 1 IU  1 1  H,  IL/C)  1   UUMU   lUIIU             1  1  UUo  1  tC 

1?  i0/ 
IlM  /o 

h  R% 

J  o  /o 

til  Rl 

F 

B 

Ambassador  T-F  Intermed-lnvest/Ambassador 

4.3% 

7.7% 

3.9% 

$123 

NA 

none 

$0  71a 

B 

C 

American  Capital  Muni  Bond-A/Amencan  Cap 

10.2 

11.5 

5.9 

340 

21.3 

4.75% 

090 

D 

A 

American  Caniial  T-F-Hi  Yld-A/Ampnran  Pan 

If)  s 

7  1 

41R 
mo 

?]  i 

+ 

i 

i  n7 

1  vr 

D 

B 

fimpriran  Cpnital  T-F— Ins-A/Ampriran  Pan 

0.4 

o  q 

Q.J 

S  R 

J.O 

ini 

1U1 

1Q  fi 
1  J.O 

4  7fi 

H./ J 

i  ?n 

l.ZU 

Ampriran  Munirin^l  Tprm  Triist/rln^pH-pnH 

 * 

10.4 

■i  7 

3./ 

i4n 

1HU 

iU.  J 

NA 
lln 

n  sfi 

U.JO 

Ampriran  MiinirinAl  Tprm  Tfirct  M/rln^pd-pnH 

m i ici  iv»a 1 1  ivi  ui i il> ipa i  1  ci  1 1 1  1 1  uji  ii/liu>cuciiu 

 * 

IRQ 

10.  J 

J.J 

ItU 

NA 

NA 

n  sr 

U.JO 

Adpy  Munirinal  Fund/rln^pd-pnH 

nL/CA   IVI  U  1  1  11.  I  L/CJ  ■   1    ~l  '  1  GIIU 

9  i 

J. 4 

r  n 

o.u 

?n? 

L  J.O 

NA 

n  ri 

U  OJ 

Atlas  California  Municipal  Bond/Atlas 

 * 

12.4 

5.2 

174 

21.0 

2.50 

0.69a 

D 

A 

Benham  Calif  Muni  High  Yield/Benham 

9.8 

12.1 

5.9 

107 

258 

none 

055 

p 

Rpnham  Palif  T^y-Ftpp  InQiirpH/Rpnham 
DCinidiii  bain  i  ah  rice  iiiouicu/uciillalll 

in  i 

ii  i 

J.O 

iuj 

n  i 
ij.i 

none 

U.Jl 

D 

B 

Rpnhaim  Palif  T^y-Ftpp  IntprmpH/Rpnham 

UCIIIIdlll  vulM    IdA  1  ICC  1 1 1 ICI 1 1 ICU' Del  1 1  Id  11 1 

0. 1 

in  4 

s  n 

J.U 

4nR 

r  n 

o.u 

none 

U.  OU 

B 

o 

Rpnham  Palif  Tax-Frpp  1  -T/Rpnharn 

ucinidin  vain   laA  i  ICC  L.  1  / ucinidin 

JO 

1?  R 

■>  7 

j./ 

JLU 

LL.O 

none 

U.  JU 

Rprnstpin  Calif  Mnni/Rprn<;tpin 

 * 

9.1 

H.J 

133 

16  5 

n  7^ 

u.  /  J 

Rprnstpin  DivprsifipH  Mimi/Rprn^tpin 

UCI  1 1  3  ICI  II  UlVtl  Oil  ICU  IVI  UI  1 1/  UUI  1 1 JLCI 1 1 

* 

q  n 

J.U 

4  R 

4.0 

416 

7.7 

none 

U.U  J 

Bernstein  New  York  Muni/Bernstein 

 * 

9.1 

5.1 

297 

15.3 

none 

0.69 

C 

A 

California  Tax-Free  Income/California  Inv 

10.5 

13.2 

5.3 

264 

22.1 

none 

0.60 

p 

A  + 

Pali/pet  T^y-Ftpp  Rpsptvps— 1  imitpH/f  al\/prt 
V/O  ivcil  ioa  rice  rvcoci  ves  lii  ■  1 1  icu/  \jq  i  vni  i 

5.9 

f.J 

1  9 

J.J 

586 

0  8 

?  nn 

n  ?i 

U.  f  1 

c 

A 

Churrhill  T-F  Funri  of  Kpotnrkv/Annila 

\sllUIVrlllll    I    I    1  UIIU  UI  T\CI  1  IUvRJ  /  nl| U 1 1  d 

9.7 

10.5 

5  9 

J.J 

230 

14  5 

4  00 

n  4?a 

A 

C  nlnni^l  Pal  if  TaY-FYPmnt-A/Pnlnni?il 

V*  UIUI 1  Id  1  'jOMI    1  OA  LACII 1 U I  r\l  UUIUI 1  Id  1 

9.0 

10.1 

6  1 

428 

22  6 

i  7S 

n  7ci» 

U  /  Ja 

Colonial  Conn  TaY-FYpmnt-A/Pnlnmal 

wUIUI  1  Id  1  vUl  III   I  OA  LACI 1  IUI  rv  uUIUI  1  Id  1 

12.7 

5.8 

133 

19  V 

4.75 

0  20a 

Colonial  Hiph  Inrnmp  Miinirinal/rln^pri-prtH 

V  U 1  U 1  1 1  CJ  1   I  lit'1    MlvUlllt    ITIUIMLIUul/l  IUjCU  CIIU 

* 

8.9 

77 

273 

23.2 

NA 

0.96 

Colonial  Investment  Grade  Muni/closed-end 

* 

10.1 

7.4 

129 

22.5 

NA 

086 

C 

C 

Colonial  Mass  Tax-Exempt-A/Colomal 

9.8 

12.6 

6.0 

241 

21.6 

4.75 

0.60a 

F 

A 

Colonial  Municipal  Income  Tru st/c loscd -end 

6.1 

8.3 

80 

215 

21 5 

NA 

0.87 

n 

R 

C nlnnial  Ohin  Tav.Fvpmnt.fl 'Pnlnmal 

V*UIUMidl  WIIIU  I  QA  L.ACI lipi  H/VjUIUMIhI 

9.3 

11.0 

5.9 

103 

21 8 

4  75 

4.  /  J 

i  nna 

1  UUa 

o 

A 

C nlnnial  TaY-FYpmnt-A/Pnlnmal 

\*<J1UI  Hdl    1  dA  LACI  lip l "M/UUIUIMdl 

8  9 

10.5 

6.3 

3,548 

23.1 

4.75 

1  03 

r 

r 

w 

C nlnmal  Tav.Fvpmnt  InciirpH-A/PnlnniPl 

V*UlUllldl   IdA  tACllipi  IllbUlcU  H  ■  "!■''  . 

9.3 

10.9 

5  6 

274 

22.7 

4  75 

i  n9 

c 

c 

Cnlnmhia  Mnnirinat  Rnnri/Pnhimhi/i 

\«UI  UI  1  lUld  IvIUIIlv,!  yJQ  1  UUI  IU'  vUl  U  1 1 1  Uld 

88 

10.9 

5.4 

397 

16.0 

none 

0  58 

c 

c 

Composite  Tax-Exempt  Bond/Murphey 

9.1 

13.0 

5.1 

226 

11.5 

4.00 

0.88 

c 

c 

Dean  Witter  Calif  Tax-Free  Inc/Dean  Witter 

9.0 

10.8 

5.2 

1,108 

22.6 

5.00b 

1.32 

Dpan  Wittpr  M-S  Muni-Calif/npan  Wittpr 

L/CQII    VVIllCI    IVI    ■J   IVIUIII     VO"1  TIIIIGI 

  * 

13.3 

5.8 

124 

NA 

4.00 

01 5a 

c 

c 

Dpan  Wittpr  NY  Tax-Free  Inc/Dpan  Wittpr 

l/Cfll  1    V  V  1  UCI    IVI     IOA    1   ItV    IHV.    I  1      !       III  I IUI 

9.5 

12.1 

5.3 

232 

22.4 

5.00b 

1 40 

r 
v. 

Hoan  Wittor  Tav.Fvpmnl  ^prc/ripan  Wittpr 

L/Cdll  vVlllCl    1  dA  LACIIIjJl  OCv»o/Ur,dll  V V 1 1 IC 1 

10.1 

116 

6.4 

1,472 

21.5 

4.00 

0.49 

B 

Dplawarp  firm  in  TaY-Frpp  1  I^A/Dpl^w?irp 

U'CldYVdlC  UlUUU   IdAllCC  v/Orv  UcldVVdl  C 

9.8 

11.9 

6.0 

754 

22.1 

4.75 

0.89 

B 

DpI^u/arP  TaY-FrPP  Ppnn'/nplawarp 

l/CldWalC   IdA  IICC  iCIIII  /UCIdirvdir. 

9.7 

116 

5.9 

984 

22.3 

4.75 

086 

Dreyfus  Calif  Intermed  Muni/Dreyfus 

* 

13.0 

5.3 

210 

9.0 

none 

0.00a 

D 

B 

Dreyfus  Calif  Tax-Exempt  Bond/Dreyfus 

8.8 

108 

5.7 

1,852 

24.6 

none 

069 

Dreyfus  Florida  Intermediate  Muni/Dreyfus 

 ★ 

12.9 

5.4 

432 

9.6 

none 

0.00a 

B 

D 

Dreyfus  Insured  Muni  Bond/Dreyfus 

9.6 

12.5 

5.4 

285 

250 

none 

0.94 

D 

A 

Dreyfus  Intermediate  Muni  Bond/Dreyfus 

9.0 

11.0 

5.5 

1,745 

9.9 

none 

0.71 

D 

B 

Dreyfus  Mass  Tax-Exempt  Bond/Dreyfus 

9.2 

11.4 

5.6 

186 

24.2 

none 

0.81 

Fund  not  in  operation  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a-  Net  of 
Dsorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Formerly  DMC  Tax-Free 
ennsylvania. 
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ICIPAL  BOND  FUNDS 


Performance 

Piin/i/nictrihiit/w 

 Total  return  

Yield 

Wpiphtprt 

May  imi  im 

Annual 

HUM  t.Jd  1 

UP 

DOWN 

annual 

last 

%  l 

5/30/93 

average 

sales 

expenses 

average 

12  . 

($mil) 

maturity 

charge 

per 

6/88 

months 

(years) 

$10C 

to  0/9  3 

Lehman  Brothers  municipal  bond  index 

10.2% 

120% 

6.3% 

Forbes  municipal  bond  fund  composite 

9.6% 

12.4% 

5.8% 

$081 

C 

B 

Dreyfus  Municipal  Bond/Dreyfus 

9.9% 

119% 

5.9% 

$4,626 

23.9 

none 

$0  69 

Dreyfus  Municipal  Income/closed-end 

 * 

12.2 

6.7 

204 

24.2 

NA 

0  83 

Dreyfus  NJ  Intermed  Muni/Dreyfus 

* 

1J.U 

5.1 

170 

NA 

none 

0  00a 

B 

c 

Dreyfus  NJ  Municipal  Bond/Dreyfus 

10.3 

12.7 

ti  7 

J./ 

/Uj 

OA  A 

none 

n  7o~ 
U  Hi 

B 

c 

Dreyfus  NY  Insured  T-E  Bond/Dreyfus 

9.7 

11.6 

5.1 

200 

24.5 

none 

090a 

D 

B 

Dreyfus  NY  T-E  Bond/Dreyfus 

9.7 

12.3 

5.8 

2,120 

23.1 

none 

0  70 

D 

B 

Dreyfus  NY  T-E  Intermed  Bond/Dreyfus 

9.1 

110 

5.1 

333 

9.6 

none 

0  85a 

F 

A  + 

Dreyfus  Short-Intermediate  T-E/Dreyfus 

6.9 

7.1 

4.6 

469 

3.0 

none 

0  75 

Dreyfus  Strategic  Municipal  Bond/closed-end 

 * 

10.8 

6.7 

452 

23.5 

NA 

0  84 

0 

A 

Dreyfus  Strategic  Municipals/closed-end 

9.4 

W.I 

7.2 

559 

23.4 

NA 

0.87 

D 

A  + 

Dupree-Kentucky  Tax-Free  Income/Oupree 

100 

12.4 

3.0 

1 1  n 

none 

n  7 1 
U  71 

D 

D 

Eaton  Vance  California  Munis/Eaton  Vance 

8.0 

9.8 

6.0 

466 

23.2 

6.00%b 

1.87 

Eaton  Vance  Florida  Tax-Free/Eaton  Vance 

 * 

12.2 

5.7 

623' 

25.7 

6.00b 

1.63 

Eaton  Vance  Mass  Tax-Free/Eaton  Vance 

 * 

11.1 

5.8 

2301 

238 

6  00 

167 

Eaton  Vance  Michigan  Tax-Free/Eaton  Vance 

— * 

11.1 

5.6 

1461 

23.2 

6.00 

165 

A 

D 

Eaton  Vance  Muni  Bond  Fund  LP/Eaton  Vance 

10.8 

12.5 

6.1 

110 

24.1 

4.75 

0  74 

C 

D 

Eaton  Vance  National  Munis/Eaton  Vance 

9.2 

13.0 

6.4 

1,907 

25.9 

6.00b 

1.77 

t.aton  Vance  NJ  Tax-rree/taton  Vance 

 * 

12.7 

5.0 

30b1 

24.6 

6  00b 

1  bb 

Eaton  Vance  NY  Tax-Free/Eaton  Vance 

_* 

130 

5.7 

534' 

24  3 

6  00b 

164 

Eaton  Vance  Ohio  Tax-Free/Eaton  Vance 

 * 

128 

5.7 

234' 

21.6 

6.00 

165 

Eaton  Vance  Penn  Tax-Free/Eaton  Vance 

 * 

11.0 

5.8 

387' 

220 

600b 

1 65 

Emerald  Florida  Tax-Exempt/Emetald 

 * 

14.2 

5.8 

174 

208 

450 

0  52a 

C 

B 

Empire  Builder  Tax-Free  Bond/Furman 

10.0 

12.2 

5.0 

101 

8.1 

4.25 

1.03 

D 

B 

Federated  Intermediate  Municipal/Federated 

8.2 

9.9 

5.1 

278 

6.9 

none 

0.47a 

C 

A  + 

Fidelity  Advisor  High  Inc  Muni/Fidelity 

118 

13.7 

b  0 

occ 
dbb 

20.il 

4./b 

U  9b 

B 

C 

Fidelity  Calif  Tax-Free  Insured/Fidelity 

10.0 

134 

5.4 

293 

204 

none 

0.35a 

C 

B 

Fidelity  Calif  Tax-Free  High  Yield/Fidelity 

9.9 

12.4 

5.9 

582 

20.8 

none 

0.60 

C 

A 

Fidelity  Mass  Tax-Free  High  Yield/Fidelity 

9.9 

11.7 

6.0 

1,369 

20.5 

none 

0  55 

B 

C 

Fidelity  Mich  Tax-Free  High  Yield/Fidelity 

10.2 

13.2 

5.9 

537 

20.4 

none 

0.61 

D 

B 

Fidelity  Minn  Tax-Free/Fidelity 

9.1 

10.6 

5.8 

323 

21.4 

none 

067 

L 

Q 

D 

Fidelity  NY  Tax-Free  High  Yield/Fidelity 

10  0 

1  O  t 

12.3 

5.7 

478 

22.2 

none 

0  61 

c 

c 

Fidelity  NY  Tax-Free  Insured/Fidelity 

10.0 

12.3 

A 

jA 

jyu 

none 

U  01 

c 

D 

Fidelity  Ohio  Tax-Free  High  Yield/Fidelity 

88 

11.6 

5.9 

435 

19.2 

none 

0.61 

D 

A 

Fidelity  Tax-Free-Aggressive/Fidelity 

10.3 

12.5 

6.5 

903 

208 

none§ 

064 

B 

B 

Fidelity  Tax-Free-High  Yield/Fidelity 

10.5 

11.3 

5.9 

2.207 

196 

none 

057 

B 

D 

Fidelity  Tax-Free-lnsured/Fidelity 

9.9 

12.7 

5.5 

_  432 

20.2 

none 

0  63 

D 

A 

Fidelity  Tax-Free-Ltd  Term  Munis/Fidelity 

88 

115 

5.3 

1.190 

9.6 

none 

064 

B 

C 

Fidelity  Tax-Free-Municipal  Bond/Fidelity 

10.1 

12.6 

5.6 

1,305 

20.6 

none 

0.49 

A  + 

F 

Financial  Tax-Free  Income  Shares/lnvesco 

11.1 

12.6 

5.4 

332 

25.5 

none 

1.02 

D 

B 

First  Investors  Insured  T-E/First  Inv 

8.8 

97 

5.9 

1.453 

190 

6.25 

124 

D 

B 

First  Investors  NY  insured  T-F/First  Inv 

9.3 

10.6 

5.5 

197 

20.0 

6.25 

1.32 

'Fund  n 

ot  m  operal 

lion  for  full  period    §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,    a:  Net  of  absorption  of  expenses  by  fund 

sponsor. 

b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available. 

'Assets  as  of  3/31/93 

Rules,  page  126.  Distributor  table,  page  202. 
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Forbes  ■  August  30,  19931 


Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Maximum 

Annual 

UP 

DOWN 

annual 

lac* 

% 

6/30/93 

average 

sales 

pvnpnse^ 

LAp^l  J 

—markets— 

average 

12 

($mil) 

maturity 

charge 

per 

6/88 

months 

(years) 

$100 

to  6/93 

1  phman  Rrothpri  munirin^l  hnnri  inrfoy 

^dllllQII  uluLIICl  J  1 1 IUI IIW IUOI  UUMU  IIIUCA 

10.2% 

12.0% 

0.  J  /o 

Forney  munirinAl  honH  fnnH  rnmiVKitp 

1  Ul  UvS  1 1  IUI  1  llf  IVO  1  UUIIU  IUIIU  I.UIIIUU2UC 

9.6% 

12.4% 

S  8°/ 
J.0  /o 

tn  ai 

First  Union-Insured  Tax-Free-B/Federated 

 * 

1?  V/ 

I  L.J  fO 

5.2% 

$135 

14.1 

4.00% 

$0  90a 

Flagship  Tax-Ex-All-American-A/Flagship 

1/1  3 
14. J 

60 

177 

21.7 

4.20 

0.65a 

B 

D 

Flagship  Tax-Ex-Conn  Double/Flagship 

9.6% 

12.5 

5.7 

190 

19.8 

4.20 

0.66a 

Flagship  Tax-Ex-Florida  Double/Flagship 

 * 

12.1 

5.8 

380 

21.4 

420 

0.45a 

c 

c 

Flagship  Tax-Ex-Georgia  Double/Flagship 

9.4 

10.7 

5.7 

105 

20.1 

4.20 

0.62a 

A 

D 

Ftapshin  Tax-Fx— Kpnturkv  Trinlp/Flaoshin 

1  lUgJllll/    1  CJ  A   LA    l^tllllll.ni  lllUIC/llugjIIIU 

10.4 

12.3 

S  8 

J.O 

■JLJ 

9(1  7 

Lv.l 

A  9(1 

4  dU 

n  fila 
u.oid 

D 

A 

Plaochin  Tax-Fv-I  imitpri  Tprm/Flaonhin 

■  lagOIIIL/    1  OA  1  A                            ICIIII'I  lOCJlllU 

8.2 

9.5 

S  1 

j.  i 

jjj 

J.U 

9  sn 

n  7tta 
U./Ud 

B 

D 

Flagship  Tax-Ex-Michigan  Triple-A/Flagship 

q  Q 

J.0 

1?  i 

IL.l 

5.7 

232 

18.1 

420 

0.81a 

A 

D 

Flagship  Tax-Ex-Missouri  Double/Flagship 

in  ? 

19  8 

5.8 

153 

22.2 

4.20 

0.55a 

B 

D 

Flagship  Tax-Ex-NC  Triple/Flagship 

9.9 

11.6 

5.6 

176 

17.9 

4.20 

0.95a 

B 

c 

Flagship  Tax-Ex-Ohio  Double-A/Flagship 

9.6 

11.3 

5.7 

422 

17.6 

420 

0.96a 

B 

D 

Flagship  Tax-Ex-Tenn  Double/Flagship 

9.8 

12.1 

5.5 

199 

20.0 

420 

0.88a 

D 

A 

Pnrtrocc  Miinii^inal  Inrnmo/TpHptarpH 
rUlllC33  IVIUIMH|Jd1  1 1 IUUN1C/ IcUcI  dlcU 

9.8 

10.6 

j.  / 

4£J 

9<<  3 
£  J.  J 

9  fldh 

1  nq 

1.(13 

c 

c 

Franklin  A 1  a h ^ m 3  Tav.Fro**  Inrnmo/Tranldin 
ridiiMin  HldUdllid  i  dATicc  iiiLUllltr/ndHrMHl 

9.4 

11.4 

R  8 

J.O 

1K1 

101 

99  (1 

LLM 

a  nn 

4.UU 

n  K8 

U.00 

C 

C 

Franklin  Arizona  Tax-Free  Income/Franklin 

Q  7 

3.1 

19  1 

58 

745 

16.0 

4.00 

0.55 

C 

B 

Franklin  Calif  Insured  T-F  Income/Franklin 

q  q 

11  7 
11./ 

5.7 

1,364 

240 

4.00 

0.55 

D 

A 

Franklin  Calif  Tax-Free  Income/Franklin 

9.4 

106 

6.3 

13,937 

22.0 

4.00 

0.49 

c 

c 

Franklin  Colo  Tax-Free  Income/Franklin 

9.9 

12  7 

6.0 

174 

21.0 

4.00 

0.67 

Franklin  Conn  Tax-Free  Income/Franklin 

— * 

11.7 

5.7 

142 

21.0 

4.00 

0.69 

c 

B 

PranLlin  ForfAra!  Tav.Froo  Inrnrnp/Franblin 

9.9 

11.4 

O.J 

fi  fijn 

99  (1 

LLM 

&  (in 

4.UU 

n  si 

U.Jl 

c 

c 

Franlrlin  Flnrirla  Tsv.Froo  lnrnmp/Fnnl<  hi 
ridnnDii  nuiiud  idA-ricc  iinuiiic/ridiiniiii 

9.9 

118 

0.1 

i  ?sn 

1  ,L  JU 

91  (1 

LLM 

i  nn 

n  y 

U.  J4 

B 

C 

Franklin  Georgia  Tax-Free  Income/Franklin 

in  n 

10. U 

11  7 
11/ 

5.6 

103 

21.0 

4.00 

0.71 

C 

A 

Franklin  High  Yield  Tax-Free  Income/Franklin 

Q  Q 

j.  j 

19  1 

IL.  1 

7.0 

2,968 

21.0 

4.00 

0.54 

c 

B 

Franklin  Insured  Tax-Free  Income/Franklin 

100 

114 

6.0 

1,636 

20.0 

4.00 

0.53 

c 

B 

Franklin  Louisiana  Tax-Free  Income/Franklin 

100 

11.7 

6.0 

104 

22.0 

4.00 

0.70 

Franklin  Maryland  Tax-Free  Income/Franklin 

 * 

11.8 

58 

135 

25.0 

4.00 

0.71 

c 

B 

FrinLlin  Mace  IncnroH  T  F  In^nmo/Tr^nLlifl 

rrdriKiiri  ividbs  insured  i-r  incuiTic/ridimiin 

9.4 

115 

J.O 

9Q9 

91  (1 

LIM 

a  nn 

4.UU 

n  kj 

0.04 

c 

B 

Franklin  Miph  IncnroH  T.F  In/'nmo/t-rantdif. 

9.6 

11.6 

58 

J.O 

961 

20  0 

4  00 

0  58 

D 

8 

Franklin  Minn  Insured  T-F  Income/Franklin 

1(1  8 

1U  0 

5.8 

474 

19.0 

4.00 

0.63 

C 

B 

Franklin  Missouri  Tax-Free  Income/Franklin 

q  q 

j  j 

19  (1 

5.8 

191 

22.0 

4.00 

0.67 

c 

Q 

Franklin  NJ  Tax-Free  Income/Franklin 

10.0 

11.3 

5.9 

484 

22.0 

4.00 

059 

Franklin  NY  Insured  T-F  Income/Franklin 

 * 

12.0 

5.5 

207 

NA 

4.00 

0.33a 

n 

V 

Franklin  NY  Tax-Free  Income/Franklin 

102 

12.4 

6.4 

4,446 

21.0 

4.00 

0.51 

c 

Q 

Pr^nLtm  Mf*  Tav  Prop  1  nprtmo/Franklin 

rranKiin  riv*  lax-rree  incornc/ridiiMiii 

9.9 

12.1 

J.U 

182 

21.0 

4.00 

0.67 

r 

w 

R 

rranKiin  unio  insureu  i-r  incurnc/ridiiMin 

9.8 

12.3 

5  7 

J.I 

617 

21.0 

4.00 

0  59 

C 

c 

Franklin  Oregon  Tax-Free  Income/Franklin 

j.j 

11  l 

li.i 

5.6 

335 

22.0 

4.00 

0.62 

c 

B 

Franklin  Penn  Tax-Free  Income/Franklin 

9.9 

12.4 

6.0 

546 

21.0 

4.00 

0.58 

c 

B 

Franklin  PR  Tax-Free  Income/Franklin 

9.5 

109 

5.9 

155 

18.0 

4.00 

0.69 

B 

D 

Franklin  Texas  Tax-Free  Income/Franklin 

9.9 

108 

6.0 

145 

20.0 

4.00 

0.66 

C 

B 

Franklin  Virginia  Tax-Free  Income/Franklin 

10.0 

12.0 

5.7 

229 

22.0 

4.00 

0.65 

Galaxy  Tax-Exempt  Bond-Retail/Galaxy 

 * 

12.4 

4.9 

128 

10.4 

none 

0.57a 

Fund  not  in  operation  for  full  period.    §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,    a:  Net  of  absorption  of  expenses  by  fund 

ponsor. 

b:  Includes  back-end  load  that  reverts  to  distributor. 

NA:  Not  applicable  or  not  available, 

Rules,  page  126.  Distributor  table,  page  202. 
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IUNICIPAL  BOND  FUNDS 


IND  SURVEY 


Performance 

Fund/d'Stributur 

 Total  return  

Yield 

Assets 

Weighted 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

sales 

expenses 

- -ntarkets — 

average 

12  , 

Km  ill 

maturity 

cnarge 

per 

6/88 

months 

(years) 

$100 

to  o/yj 

Lehman  Brothers  municipal  bond  index 

10.2% 

12.0% 

6.3% 

Forbes  municipal  bond  fund  composite 

9.6% 

12.4% 

5.8% 

$0.81 

General  Calif  Municipal  Bond/Dreyfus 

— * 

12.9% 

5.9% 

$444 

25.2 

none 

$0.60a 

A 

C 

General  Municipal  Bond/Dreylus 

11.6% 

12.6 

6.0 

1,336 

23.5 

none 

041a 

D 

B 

General  NY  Municipal  Bond/Dreyfus 

Q  7 

1  JO 

5.6 

397 

21.7 

none 

0  69a 

A 

D 

Hancock  Freedom  Mngd  Tax-Exempt-A'/Hancock 

9.9 

11.9 

5.7 

262 

NA 

4.50% 

0.70a 

B 

D 

Hancock  Tax-Exempt  Income/Hancock 

9.6 

11.3 

5.3 

525 

23.8 

4.50 

1 28 

D 

A 

Hawaiian  Tax-Free  Trust/Aquila 

8.8 

10.2 

5.7 

629 

14.9 

400 

0.72a 

C 

C 

IDS  California  Tax-Exempt/IDS 

9.3 

106 

5.6 

261 

24.9 

5.00 

063 

C 

B 

IDS  High  Yield  Tax-Exempt/IDS 

9.4 

9.9 

6.4 

6,605 

210 

5.00 

0.62 

B 

D 

IDS  Insured  Tax-Exempt/IDS 

9.9 

11.6 

5.3 

464 

23.8 

5  00 

0.65 

D 

B 

IDS  Minnesota  Tax-Exempt/IDS 

Jo 

in  r 

5.7 

402 

22.6 

500 

0  66 

C 

B 

IDS  New  York  Tax-Exempt  Fund/IDS 

100 

11.7 

5.6 

117 

24.4 

5.00 

0.6? 

B 

D 

IDS  Tax-Exempt  Bond/IDS 

9.1 

10.8 

5.3 

1.287 

19.9 

5.00 

0.64 

B 

D 

Kemper  California  Tax-Free  Income/Kempet 

9.7 

11.8 

5.2 

1.305 

170 

4.50 

064 

Kemper  Florida  Tax-Free  Income/Kemper 

 * 

12.8 

4.9 

126 

19.0 

450 

0.42a 

A 

D 

Kemper  Municipal  Bond/Kemper 

104 

12.7 

60 

3,886 

20.0 

450 

0.47 

Kemper  Municipal  Income  Trust/closed-end 

 * 

14.2 

6.6 

490 

22.8 

NA 

071 

C 

C 

Kemper  New  York  Tax-Free  Income/Kemper 

0.  7 

1  9  0 
III 

5.2 

334 

20.3 

4.50 

0.00a 

Kemper  Strategic  Municipal  Income/closed -end 

 * 

12.1 

7.3 

127 

22.0 

NA 

0.77 

D 

A 

Keystone  America  Tax-Free  Income-A/Keystone 

9.2 

10.7 

6.3 

145 

21.1 

4.75 

1.20 

C 

D 

Keystone  Tax-Exempt  Trust/Keystone 

9.0 

9.8 

5.5 

801 

21.2 

4  00b 

186 

c 

C 

Keystone  Tax-Free  Fund/Keystone 

9.3 

10.4 

5.8 

1.538 

21.1 

4  00b 

1.38 

B 

D 

Landmark  NY  Tax-Free  Income/Landmark 

9.9 

11.4 

5.0 

103 

18.2 

3.00 

0.80a 

Legg  Mason  Maryland  Tax-Free  Inc/Legg  Mason 

 * 

12.2 

5.3 

141 

17.7 

2.75 

0.45a 

D 

B 

Liberty  Financial  Tax-Free  Bond2/Liberty 

Q  Ct 

3,0 

1  1  7 

5.4 

245 

18  9 

4.50 

0  55a 

B 

C 

Liberty  Muni  Securities-A3/Federated 

9.9 

11.1 

5.6 

776 

7.3 

4.50 

0.84 

A 

C 

Lord  Abbett  Calif  Tax-Free  Inc/Lord  Abbett 

108 

13.1 

5.7 

317 

28.4 

4.75 

0.67a 

Lord  Abbett  Tax-Free  Inc-Fla/Lord  Abbett 

 * 

14.1 

5.8 

170 

27.6 

4.75 

0.47a 

A 

C 

Lord  Abbett  Tax-Free  Inc-Natl/Lord  Abbett 

10.5 

12.9 

5.8 

663 

25.7 

4.75 

0.83 

Lord  Abbett  Tax-Free  Inc-NJ/Lord  Abbett 

 * 

14.2 

5.6 

160 

26.5 

4.75 

0.35a 

C 

B 

Lord  Abbett  Tax-Free  Inc-NY/Lnrd  Abbett 

105 

12.6 

5.7 

359 

253 

4.75 

0.81 

A 

D 

Lord  Abbett  Tax-Free  Inc-Tex/Lord  Abbett 

in  7 

1 1  7 
1  1  / 

5.9 

102 

22.5 

4.75 

0.60a 

B 

C 

Lutheran  Brotherhood  Muni  Bond/lutheran 

100 

12.4 

5.8 

588 

20.4 

5.00 

0.80 

D 

C 

MainStay-Tax-Free  Bond/NYhfe 

8.5 

110 

5.9 

444 

21.3 

5.00b 

120 

B 

C 

Merrill  Lynch  Calif  Muni  Bond-A/Ml  Funds 

9.6 

12.5 

5.8 

855 

242 

4  00 

063 

Merrill  Lynch  Fla  Muni  Bond-A/ML  Funds 

 * 

12.3 

5.5 

283 

248 

400 

0.66a 

Merrill  Lynch  High  Income  Muni"/ML  Funds 

 * 

13.5 

6.1 

206 

9.4 

300 

1.30a 

A 

D 

Merrill  Lynch  Muni-lnsured-A/ML  Funds 

10.0 

124 

5.8 

3,137 

20.0 

400 

043 

F 

A  + 

'    "rri.l  1  unrh  Mimi   1        Matiirifu  A/Ml  piinHc 

merrm  i_yncn  rfluni— Liu  iviaiuniy-M/ivii  nuius 

6.1 

5.3 

A  1 

4  I 

1  0 

n  71 

B 

D 

Merrill  Lynch  Muni-Natl-A5/Ml  Funds 

10.0 

122 

6.6 

1.778 

22.0 

400 

055 

D 

C 

Merrill  Lynch  Municipal  Income-A/ML  Funds 

8.3 

10.9 

5.4 

167 

11.5 

2.00 

086 

Merrill  Lynch  NJ  Muni  Bond-A/ML  Funds 

11.5 

5.5 

212 

22.5 

400 

060a 

in  operation  for  full  period.    ^Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  a-. 

Net  of  absorption  of  expenses  by  fund 

sponsor 

Includes  l  ack  end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available. 

'Formerly  Freedom 

nv  Managed  Tax-Exempt. 

2Formerly 

Liberty  Ad 

.'sntage  Tax-Fr.  n  Bond,    formerly  Federated  Tax-Free  Income 

"Technically  a  closed-end  fund. 

formerly  Merrill  Lynch  Muni- High  Yield. 

Rules,  page  126.  Distributor  table,  page  202. 
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Forbes  ■  August  30,  19SH 


Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

0/ 

ro 

average 

sales 

expenses 

—markets— 

average 

12 

($mil) 

maturity 

charge 

per 

6/88 

months 

(years) 

$100 

to  6/93 

10.2% 

120% 

C  00/ 

Fnrhpc  miinirinnl  hnnH  fiinH  r Am rvnc i fa 
IUI  UCO  IIIUIIILipdl  UUilU  IUIIU  LUiiipubiic 

9.6% 

124% 

£  QO/ 

9.070 

#n  oi 

$0  81 

B 

C 

Merrill  Lynch  NY  Muni  Bond-A/ML  Funds 

ft  no/ 

y  y  % 

12.7% 

5.8% 

$725 

23.0 

4.00% 

$0.65 

Merrill  Lynch  Penn  Muni  Bond-A/ML  Funds 

1 o  n 

5.5 

136 

22.6 

4.00 

0.77a 

D 

MetLife-State  Street  Tax- Exempt-A/State  St 

10.0 

12.7 

5.0 

276 

190 

4.50 

120 

MFS  Arkansas  Muni  Bond/MFS 

 * 

12.4 

5.8 

167 

NA 

4.75 

0.54a 

B 

MFS  California  Muni  Bond/MFS 

10.1 

13.0 

5.8 

307 

23.0 

4.75 

0.66a 

n 

MF^  HipH  VipIH  Mi.ru  Rnnrl  (  H 
iviro  mgii  i iciu  iviumi  DUiiU'ivirj 

8.6 

10.6 

7  0 
1.0 

770 
I/O 

01  0 

21.2 

T 

1.04 

D 

q 

MtC  1  ifplmip  Muni  Rrtnri  Ml 

iviro  Liiciiiiic  iviufii  Dunu/iviro 

8.7 

10.2 

D.I 

DUO 

01  t 
21.3 

b.OUb 

o  no 

2.03 

0 

C 

MFS  Maryland  Muni  Bond/MFS 

n  r 
0  D 

i  n  o 

5.9 

163 

23.2 

4.75 

1.26 

D 

B 

MFS  Massachusetts  Muni  Bond/MFS 

n  i 
U.J 

1  1  0 

11.3 

6.0 

286 

21.8 

4.75 

1.20 

/\ 

H 

n 

MFS  Municipal  Bond/MFS 

10.3 

12.8 

5.7 

2,121 

194 

475 

0.61 

A  + 

MFS  Municipal  Income  Trust/closed-end 

8.2 

9.8 

7.8 

333 

NA 

NA 

1.34 

3 

Q 

MFS  New  York  Muni  Bond/MFS 

10.0 

13.2 

5.7 

166 

25.3 

4.75 

0.90a 

D 

Q 

Mpc  Mnrth  PamlinD  Muni  RnnH/MPQ 

iviro  iNorin  Carolina  iviuni  rjonu/iviro 

87 

10.9 

J.J 

a  tn 
4jU 

00  7 

li.l 

A  1L 

1  1  7 
1  1/ 

c 

Q 

U  CC  Qnuth  fTrniin  .  Muni  RnnrT/MI 

iviro  oouin  Carolina  iviuni  Dona/iviro 

9.2 

10.6 

C.  A 

ICQ 

i  by 

0/1  0 

in  y 

A  7C 

4./D 

1  00 

1.22 

MFS  Tennessee  Muni  Bond/MFS 

in  3 

1U  ,3 

5.5 

113 

22.9 

4.75 

1.28 

c 

c 

MFS  Virginia  Muni  Bond/MFS 

0  0 
3.1 

in  o 

5.8 

440 

22.6 

4.75 

1.18 

B 

MFS  West  Virginia  Muni  Bond/MFS 

9.3 

11.2 

5.6 

131 

6.7 

4.75 

1.15 

Municipal  High  Income/closed-end 

 * 

9.0 

7.0 

185 

21.0 

NA 

0  87 

n 

LJ 

Municipal  Income/closed-end 

9.2 

8.4 

67 

358 

19.0 

NA 

0.73 

n 

A 

iviunicipai  income  ji/uuicii  ciiu 

9.9 

10.4 

0.4 

"ins 

MA 

MA 
IN  A 

n 

U  00 

iviunicipai  income  upporiunixicb/LiubtU  ciK] 

— * 

2.8 

7  fi 
1.0 

104 

MA 
nn 

MA 

nft 

l  in 

Municipal  Income  Opportunities  1  l/closed  end 

A  C 

4,3 

7.0 

185 

22.2 

NA 

Ml 

Municipal  Income  Opportunities  Ill/closed-end 

Q  A 

0,4 

7.5 

110 

NA 

NA 

1.12 

Municipal  Premium  Income'/closed-end 

 * 

14.1 

7.1 

409 

NA 

NA 

1.42 

MuniEnhanced  Fund/closed-end 

 * 

17.5 

6.8 

374 

23.0 

NA 

069 

MuniVest  Fund/closed-end 

 * 

14.9 

7.6 

630 

22.2 

NA 

065 

MuniYield  California  Fund/closed -end 

 * 

168 

0,1 

Cut 

MA 

MA 

INA 

n  70 

Muni  Yield  California  Insured  Fund/closed-end 

— * 

13.2 

t;  1 

J.J 

0A1 

CHI 

MA 
lift 

MA 

INA 

n  C3i 

MuniYield  Florida  Fund/closed-end 

19  P. 
loo 

6.0 

126 

NA 

NA 

080 

MuniYield  Fund/closed  end 

1  7  Q 
1  /  0 

6.8 

600 

26.0 

NA 

0.65 

MuniYield  Insured  Fund/clnsed-end 

_* 

17.5 

6.2 

728 

NA 

NA 

0.67 

MuniYield  Michigan  Fund/closed -end 

 ★ 

18.1 

6.2 

124 

NA 

NA 

0.74 

MuniYield  New  Jersey  Fund/closed  end 

 * 

16.3 

6.3 

139 

NA 

NA 

0.70 

MuniYield  New  York  Insured  Fund/closed-end 

— * 

18.3 

fi  1 

D.  1 

1Q7 

13/ 

MA 

MA 
IN  A 

n  7n 
U  /u 

MuniYield  New  York  Insured  Fund  ll/closed-end 

— * 

14.9 

J.J 

1  7 1 
1  / 1 

MA 

MA 
NA 

n  co* 

MuniYield  Quality  Fund/closed  end 

 * 

IC  0 

13V 

5.6 

468 

NA 

NA 

0.60 

A 

D 

Mutual  of  Omaha  Tax-Free  Inc/Mutual  of  Omaha 

106 

12.4 

5.5 

513 

20  7 

4.75 

0.87 

D 

B 

National  Calif  Tax-Exempt  Bonds/Phoenix 

9.3 

9.6 

5.7 

147 

20.1 

4.75 

0.90 

V':C 

C 

National  Securities  T-E  Bonds/Phoenix 

9.6 

10.1 

6.0 

113 

20.8 

4.75 

096 

B 

C 

Nationwide  Tax-Free  Income/Nationwide 

9.7 

12.5 

5.1 

226 

22.9 

5.00b 

0.97 

A 

F 

New  York  Muni  Fund/NY  Mum 

9.9 

12.3 

4.8 

248 

19.0 

none 

1.50 

■'und  not  in  operation  for  full  period.    tClosed  to  new  investors. 

^Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund. 

a:  Net  of 

bsorption  of  expenses  by  fund  sponsor,    b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available.    'Formerly  Allstate  Municipal 

remium 

Income. 

Rules,  page  126.  Distributor  table,  page  202. 
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IUNICIPAL  BOND  FUNDS 

flllHI  jllffllEY  


Perfor 

mance 

fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Maximum 

Annual 

(IP 

DOWN 

annual 

last 

% 

6/30/93 

average 

sales 

expenses 

average 

12 

Kmil) 

V  .pi  I II 1 1 

iiiaiui  iiy 

Uiaigc 

per 

6/88 

months 

(years) 

$10C 

to  6/93 

Lehman  Brothers  municipal  bond  index 

10.2% 

12.0% 

6.3% 

Forbes  municipal  bond  fund  composite 

9.6% 

12.4% 

5.8% 

$0.81 

A 

D 

Nuveen  Calif  Insured  T-F  Value/Nuveen 

10.3% 

12.2% 

5.2% 

$187 

23.5 

4  75% 

$075 

Nuveen  Calif  Invest  Quality  Muni/closed -end 

14.6 

6.9 

299 

24.0 

NA 

079 

Nuveen  Calif  Muni  Market  Oppor/closed  end 

14.3 

7  0 

183 

NA 

NA 

0.82 

D 

A 

Nuveen  Calif  Muni  Value/closed-end 

9.1 

9.0 

6.3 

199 

21.8 

NA 

0.80 

Nuveen  Calif  Performance  Plus  Muni/closed-end 

 * 

13.0 

7.0 

289 

NA 

NA 

0.82 

Nuveen  Calif  Quality  Inc  Muni/closed-end 

 * 

16.2 

6.1 

483 

NA 

NA 

0.83 

Nuveen  Calif  Select  Quality  Muni/closed-end 

 * 

15.4 

6.6 

507 

NA 

NA 

0.85 

C 

B 

»|.  T   P  W.I      —  lit   

Nuveen  Calif  T-F  Value/Nuveen 

10.1 

11.3 

5.6 

198 

220 

4.75 

071 

Nuveen  Florida  Invest  Quality  Muni/closed-end 

14.3 

6.4 

365 

22.7 

NA 

0.81 

Nuveen  Florida  Quality  Inc  Muni/closed-end 

15.7 

6.2 

273 

24.4 

NA 

0.88 

A 

D 

Nuveen  Insured  Muni  Bond/Nuveen 

10.8 

13.1 

5.3 

638 

23.1 

475 

0.72 

Nuveen  Insured  Muni  Opportunity/closed-end 

 * 

15.6 

6.4 

1,860 

NA 

NA 

0.82 

Nuveen  Insured  Quality  Municipal/closed-end 

 * 

14.4 

7.3 

864 

24.3 

NA 

0.80 

Nuveen  Investment  Quality  Muni/closed-end 

 * 

13.0 

7.6 

819 

NA 

NA 

0.77 

Nuveen  Michigan  Quality  Inc  Muni/closed-end 

16.4 

6.1 

255 

24.7 

NA 

0.90 

Nuveen  Municipal  Advantage/closed-end 

13.5 

7.7 

989 

245 

NA 

075 

D 

A 

Nuveen  Municipal  Bond  Fund/Nuveen 

9.4 

9.2 

5.6 

2,492 

193 

4.75 

061 

Nuveen  Municipal  Market  Oppor/closed-end 

 * 

13.5 

7.4 

1,027 

23.1 

NA 

076 

C 

B 

Nuveen  Municipal  Value/closed-end 

10.0 

95 

6.4 

1,801 

21.5 

NA 

075 

Nuveen  NJ  Invest  Quality  Muni/closed  end 

 * 

14.5 

6.3 

271 

21.7 

NA 

087 

Nuveen  NJ  Quality  Inc  Muni/closed-end 

 * 

13.8 

6.6 

161 

21.6 

NA 

0  38 

B 

C 

hi                 in/  i                i  v  r  ii    i  ni 

Nuveen  NY  Insured  T-F  Value/Nuveen 

10.4 

13.3 

5.1 

348 

22.8 

4  75 

0.73 

Nuveen  NY  Investment  Quality  Muni/closed-end 

16.0 

6.5 

405 

259 

NA 

0.84 

Nuveen  NY  Muni  Market  Opportunity/closed-end 

16.5 

7.3 

138 

23.1 

NA 

0.84 

D 

B 

Nuveen  NY  Muni  Value/closed-end 

10.0 

10.7 

6.2 

127 

23.9 

NA 

0.84 

Nuveen  NY  Performance  Plus  Muni/closed-end 

 * 

16.9 

7.0 

169 

NA 

NA 

084 

Nuveen  NY  Quality  Inc  Muni/closed-end 

 * 

17.1 

5.7 

543 

NA 

NA 

0.83 

Nuveen  NY  Select  Quality  Muni/closed-end 

 * 

17.1 

6.3 

519 

NA 

NA 

087 

B 

C 

Nuveen  NY  T-F  Value/Nuveen 

10.4 

12.7 

5.5 

120 

23.3 

4.75 

0.75a 

Nuveen  Ohio  Quality  Inc  Muni/closed-end 

169 

5.8 

105 

224 

NA 

1.02 

A 

D 

M i  luppn  OhiA  T.F  Vali ip/Muwppn 

HUVCcll  UIIIU  1    I    ValUC/ liUVuCl  1 

in  fi 

12.5 

5.4 

147 

20.7 

4  75 

0.75a 

Nuveen  Penn  Investment  Quality  Muni/closed-end 

16  4 

68 

198 

23.0 

NA 

0.87 

Nuveen  Penn  Quality  Inc  Muni/closed  end 

 * 

17  3 

6.4 

164 

NA 

NA 

0.89 

Nuveen  Performance  Plus  Muni/closed-end 

 * 

12.2 

75 

1,311 

24.0 

NA 

0.76 

Nuveen  Premier  Insured  Muni  Income/closed-end 

17.2 

6.0 

440 

NA 

NA 

081 

Nuveen  Premier  Muni  Income/closed-end 

16.7 

6.3 

445 

NA 

NA 

0.83 

Nuveen  Premium  Income  Muni/closed  end 

 * 

10.9 

8.3 

1,207 

22.4 

NA 

078 

Nuveen  Quality  Income  Muni/closed-end 

 * 

15.3 

7  n 

1  9/17 
1,111 

NA 

NA 
lln 

n  si 

Nuveen  Select  Quality  Muni/closed-end 

 * 

13.2 

7.5 

764 

NA 

NA 

0.83 

Nuveen  Select  Tax-Free  Income/closed-end 

 * 

14.5 

6.1 

253 

NA 

NA 

0.27 

Nuveen  Select  Tax-Free  Income  2/closed-end 

 * 

13.6 

60 

269 

NA 

NA 

042 

"Fund  not 

in  ope 

'        ;  full  period.    §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a: 

Net  of  absorption  of  expenses  by  fund 

sponsor. 

b:  Iricl 

jdes  back-end  load  that  reverts  to  distributor.    IMA:  Not  applicable  or  not  available. 

Rules,  page  126.  Distributor  table,  page  202. 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


MHhe  land  we're  offering  is  far 
I  from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  pat  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  5WK6 
Ft.  Garland,  CO  81 133. 


« 1 1  --.-/sir* 

lin  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has 
ed  the  merits  or  value,  it  any.  of  this  property  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
tment  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  nol  constitute  approval 
;  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secrelary  of  State  or  that  the  Secretary  of  State  has  in  anyway  passed 
i  the  merits  ot  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Crislo 
:hes.  NYA86  1 53  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
i  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value  Obtain  the  New  Jersey  Public 
'ing  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO.  Florida  AD  20537 


MUNICIPAL  BOND  FUNDS 


FUND  SURVEY 


Performance 

Funo'.'iistnbutor 

 Total  return  

Yield 

Assets 

Weighted 

Maximum 

Annual 

DOWN 

annual 

last 

% 

6/30/93 

average 

sales 

expenses 

average 

1  5 

($mil) 

maturity 

charge 

per 

6/88 

months 

(years) 

$100 

to  6/93 

Lehman  Brothers  municipal  bond  index 

10.2% 

12.0% 

6.3% 

Forbes  municipal  bond  fund  composite 

9.6% 

12.4% 

5.8% 

$081 

Nuveen  Texas  Quality  Inc  Muni/closed-end 

13.2% 

6.3% 

$160 

NA 

NA 

$093 

Oppenheimer  Calif  Tax-Exempt-A/Oppenheimer 

— * 

12.5 

5.6 

253 

24.0 

4.75% 

1.07 

D 

B 

Oppenheimer  New  York  Tax-Exempt-A/Oppenheimer 

9.2% 

12.6 

5.5 

739 

22.3 

4  75 

0  92 

r 

MnnDnhaimar  T^v  fraa  D/\n/"l   A  lf\ nnon  hoi  mar 

uppenneirner  iax-rree  Donu-H/uppeniiciniei 

9.7 

12.5 

c  c 

J.D 

ko-j 
jjj 

9S  7 

H  7S 

Overland  Express  Calif  T-F  Bond-A/Overland 

 * 

12.4 

5.7 

380 

20.7 

4.50 

0.50a 

c 

c 

Pacific  Horizon-Calif  T-E  Bond/Pacific 

9.4 

12.3 

5.6 

223 

20.4 

4.50 

0.62a 

Pacifica  California  Tax-Free/Furman 

11.5 

5.1 

218 

13.0 

4.50 

0.84a 

c 

B 

PaineWebber  California  T-F  Inc-A/PaineWebber 

9.6 

11.2 

5.4 

328 

23.0 

4  00 

0.99 

B 

C 

PaineWebber  Municipal  High  Inc-A/PaineWebber 

10.3 

12.0 

5.9 

139 

7.4 

4  00 

0.87a 

B 

D 

PaineWebber  Natl  T-F  Income-A/PaineWebber 

9.3 

12.0 

5.5 

665 

25.0 

4.00 

0.88 

ricrpuui  idX-LAciripi  DuFiu/ruiiub  uimnuuiui 

 * 

10.0 

S  1 

j.i 

NA 

lln 

(1  78a 

U./  Oa 

Piper  Jaffray  Minnesota  Tax-Exempt/Piper 

 * 

114 

5.5 

159 

10.0 

4  00 

0.93 

B 

B 

Premier  Calif  Muni  Bond-A/Dreyfus 

10.5 

12.7 

5.9 

246 

24.5 

450 

0.65a 

A 

B 

Premier  Muni  Bond-A/Dreyfus 

11 3 

12.3 

6.2 

593 

25.4 

4.50 

0.74a 

A 

D 

Premier  NY  Muni  Bond-A/Dreyfus 

11.3 

13.9 

5.6 

167 

22.0 

4.50 

0  77a 

B 

C 

Premier  State  Muni-Conn-A/Dreyfus 

9.9 

13.4 

5.6 

389 

22.1 

4.50 

069a 

A 

C 

Premier  State  Muni-Florida-A/Dreyfus 

11.0 

12.7 

6.0 

322 

23.7 

4.50 

0.69a 

B 

c 

Premier  State  Muni— Md-A/Dreyf us 

10.3 

11.9 

R  7 

j.i 

JJl 

91  7 

U.D  jd 

A 

c 

Premier  State  Muni-Mich-A/Dreyfus 

10  8 

13 1 

5.8 

196 

22.9 

450 

069a 

B 

B 

Premier  State  Muni-Minn-A/Dreyfus 

10  5 

11  8 

5.9 

161 

24.2 

4.50 

069a 

B 

B 

Premier  State  Muni-Ohio-A/Dreyfus 

in  7 

12.7 

5.8 

318 

22.0 

4.50 

0.70a 

B 

B 

Premier  State  Muni-Penn-A/Dreyfus 

11.1 

13.0 

5.9 

254 

23.3 

450 

069a 

C 

C 

T  Rowe  Price  Calif  T-F  Income  Bond/Price 

9.5 

12.0 

53 

149 

18.5 

none 

0.60a 

C 

C 

T  Rowe  Price  Maryland  T-F  Bond/Price 

9.5 

12.6 

5.4 

766 

17.6 

none 

0.61 

c 

B 

\  nuwc  rncc  incw  ions  i-r  Donu/rriic 

9.9 

13.6 

D.J 

1 1  7 
1 1  / 

none 

n  Rib 

D 

A 

T  Rowe  Price  T-F  High  Yield/Price 

10  1 

LU.O 

1?  7 

6.2 

900 

21.3 

none 

081 

B 

D 

T  Rowe  Price  T-F  Income/Price 

9.5 

13.2 

5.5 

1,471 

19.6 

none 

0.61 

F 

A  + 

T  Rowe  Price  T-F  Short- Intermed/Price 

fi  7 

u.  / 

4.4 

489 

3.4 

none 

0.63 

T  Rowe  Price  Virginia  T-F  Bond/Price 

 * 

13.1 

5.2 

135 

20.0 

none 

0.65a 

Prime-Altura  Tax-Free  Income/Forum 

— * 

8.4 

6.4 

113 

112 

450 

0.34a 

B 

C 

Princor  Tax-Exempt  Bond/Princor 

10.3 

12.9 

5.3 

151 

25.7 

5  00 

0.91 

c 

D 

PruHpntiaf  P alif  Muni— Palif-A/PrnH&ntial 
r  i  uucmidl  v^dlil  IVIUIII   V*alll  H/rlUUtrlllldl 

q  n 

i  i  q 

J.O 

711 

L 1 J 

NA 

4  50 

0.97 

Prudential  Calif  Muni-lncome-A/Prudential 

 * 

11  3 

6.4 

188 

12.1 

4  50 

0.32a 

c 

B 

Prudential  Muni  Bond-High  Yield-A/Prudential 

j.j 

1 1  i 

11.4 

6.8 

1.138 

NA 

450 

0.74 

B 

D 

Prudential  Muni  Bond-lnsured-A/Prudential 

Q  7 

1 1  8 

1 1 .0 

52 

832 

NA 

450 

072 

Prudential  Muni  Ser-Florida-A/Prudential 

 * 

13  0 

5.9 

141 

116 

4  50 

0.20a 

A 

D 

Prudential  Muni  Ser-New  Jersey-A/Prndential 

10.4 

12.3 

5.6 

'  356 

NA 

450 

0  90 

C 

D 

Prudential  Muni  Ser-New  York-A/Prudential 

9.6 

13.0 

5.7 

359 

NA 

4.50 

0  74 

B 

D 

Prudential  Muni  Ser-Ohio-A/Prudential 

9.4 

120 

5.6 

122 

NA 

4  50 

096 

A 

D 

Prudential  Muni  Ser-Penn-A/Prudential 

9.9 

13.0 

56 

261 

NA 

4.50 

0  96 

B 

D 

Prudential  Natl  Municipals-A/Prudentia! 

9.5 

12.1 

56 

880 

NA 

4.50 

0.72 

"Fund  not 

in  operation  for  Full  period.    ^Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a: 

Net  of  absorption  of  expenses  by  fund 

sponsor. 

b:  Includes  baclt-ond  load  that  reverts  to  distributor.    IMA:  Not  applicable  or  not  available. 

Rules,  page  126.  Distributor  table,  page  202. 
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Forbes  ■  August  30,  1993 


Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

10 

average 

sales 

expenses 

—markets— 

average 

12 

($mil) 

maturity 

charge 

per 

6/88 

months 

(years) 

$100 

to  6/93 

1  phman  Rmthprc  msinirinal  KnnH  inrinv 
i_ciiiiiaii  uiujiuii  IMUI  llLI(Jdl  UUI1U  IIIUcX 

10.2% 

12.0% 

C  00/ 

0.3% 

FnrhpQ  munirinal  KnnH  fnnrf  rnmrv-»cito 

1  UIUC3  IMUIMLIfJal  UUI1U  lUliU  LUIIipUbflC 

9.6% 

12.4% 

C  00/ 

$0.81 

Putnam  Arizona  Tax-Exempt  Income-A/Putnam 

11.7% 

5.9% 

$137 

22.0 

4.75% 

$1.16 

B 

C 

Putnam  Calif  Tax-Exempt  Income-A/Putnam 

10.3% 

12.6 

6.5 

3,533 

240 

4.75 

0.80 

Putnam  Fla  Tax-Exempt  Income-A/Putnam 

 * 

12.5 

5.8 

296 

24.3 

4.75 

1.05 

Putnam  High  Yield  Municipal  Trust/closed-end 

 * 

14.7 

8.2 

245 

10.4 

NA 

1.17 

Putnam  Investment  Grade  Muni/closed-end 

 * 

17.0 

7.2 

402 

9.0 

NA 

1.45 

Putnam  ManaopH  Mimirinal  Inmmo/HncaH  onH 
ruuiam  ivialiagcu  iviuilllipdl  HILU(Ilc/LIUocU-cMU 

* 

15.6 

7  0 

COC 

bob 

O.U 

NA 

1.24 

Putnam  Mace  Tav-Fvomnt  Inr  II  fl/Pntnom 
ruilldlll  ividbb  1  dA-CXciiipi  IflL  1  l-H/T  Ullldlil 

 * 

12.7 

c  n 
b.U 

OOA 

224 

OIL  0 

25.2 

4.75 

1.15 

Putnam  Michigan  Tax-Exempt  Inc  ll-AVPutnam 

12.6 

6.0 

118 

23.1 

4.75 

1.25 

Putnam  Municipal  Income-A/Putnam 

12.9 

6.5 

932 

22.8 

4.75 

1.20 

Putnam  New  Jersey  Tax-Exempt  Inc-A/Putnam 

 * 

13.0 

5.8 

250 

23.3 

4.75 

1.08 

A 
H 

n 

u 

Putnam  New  York  Tax-Exempt  Inc-A/Putnam 

10.5 

13.8 

6.2 

2,306 

24.3 

4.75 

0  86 

Putnam  NY  Tax-Exempt  Opportunities/Putnam 

 * 

9.9 

6.5 

154 

24.3 

4.75 

1.23 

n 

R 

Pllfnam  Ohirt  Tav  Pyomnt  In/-  II  A^/Pntnom 
run Idlll  UdlU  1  dX-QXciTipi  IflC  1 1  -M  / r U I II 3 In 

9.2 

11.7 

C  0 
3.0 

lot 

00  1 

22.1 

4.75 

1.21 

ruLiidiri  rcfin  idx-cxempi  inc-M/r utria m 

 * 

12.0 

3.3 

1  £7 

Id/ 

00  0 

23.2 

4.75 

1.04 

A  + 

F 

Putnam  Tax-Exempt  Income-A/Putnam 

1  i"l  0. 

IOC 

13.6 

6.1 

2,403 

23.5 

4.75 

0.86 

D 

A 

Putnam  Tax-Free  Income-High  Yld/Putnam 

9.5 

13.2 

6.3 

1,457 

24.1 

5.00b 

1.45 

D 

D 

u 

Putnam  Tax-Free  Income-Insured/Putnam 

9.4 

110 

4.8 

569 

23.8 

5.00b 

1.79 

Quest  for  Value  National  Tax-Ex/Quest 

 * 

12.7 

6.0 

112 

21.0 

4.75 

012a 

n 

A  4- 

Rochester  Fund  Municipals/Rochester 

11.1 

15.1 

6.4 

1,462 

15.5 

4.00 

0.70 

rcocnesier  Limiieo-ierm  int  rviuni/nocnester 

 * 

10.5 

oUb 

D.U 

o  nn 
L  0U 

0.95a 

A  4- 

n 

JdlcLO  IVIUr'ICipdl  DOnU/odlclU 

108 

12.7 

J.D 

JO/ 

00  c 

none 

n  co 

A 

D 

Scudder  Calif  Tax-Free/Scudder 

10./ 

13.9 

5.2 

324 

11.8 

none 

0.79 

A 

C 

Scudder  High  Yield  Tax-Free/Scudder 

11.0 

1  0  A 

5.5 

279 

13.1 

none 

0.98a 

Scudder  Managed  Muni  Bonds/Scudder 

10.6 

13.0 

5.4 

900 

12.7 

none 

0.63 

H  i 

r 

r 

Scudder  Massachusetts  Tax-Free/Scudder 

10.5 

14.2 

6.0 

313 

12.0 

none 

0.00a 

p 

Scudder  Medium  Term  Tax-Free/Scudder 

8.1 

HO 

5.7 

908 

6.7 

none 

0.00a 

A 
H 

n 

^niHHpr  Mpuu  YnrLf  Tav.PrPp/^rnHHor 

10.4 

13.4 

3.C 

cm 

3.3 

none 

rt  89 

A 
H 

n 

^plioman  f* alif  Tav.Pv  Oiiilttu/^plioman 
OCMgllldll  VfdIM   1  dA~L.A~uiUdlllj/0t.Mglll(1i! 

9.9 

12.3 

J.J 

01  8 

LJ.O 

H./3 

U.oj 

Seligman  Quality  Municipal/closed-end 

 * 

l  7  A 

5.9 

107 

228 

NA 

1.12 

Seligman  Select  Municipal/closed-end 

 * 

13.3 

6.4 

246 

25.8 

NA 

0.90 

R 
D 

n 
u 

Seligman  Tax-Exempt-Mass/Seligman 

9.5 

12.2 

5.7 

137 

22.7 

4.75 

0  90 

A 
M 

n 

Seligman  Tax-Exempt-Michigan/Seligman 

10.1 

12.4 

5.4 

160 

21.9 

4.75 

0.84 

r 

jb 

u 

Seligman  Tax-Exempt-Minnesota/Seligman 

9.0 

11.7 

5.9 

143 

20.3 

4.75 

0.90 

A  x 
M  -r 

c 

r 

Cn | irima n  Tav  Pvomnf  Matmnal/^olinman 
ocMglNafl  1  dX-CAClTipi—  naUUnal/Ocllgllldll 

10.2 

13.5 

3.4 

1  JH 

H./D 

U  oD 

A 
M 

u 

Qoliam^n  Tav  Pvpmnt  NJaiaj  VrirL/^nliomsn 
Ocl  Igl  1  Idll   1  aA'LACl  II  pi    liCW  I  Uf  ft/  Jcllglllall 

10.2 

13.2 

J. 4 

1(1? 

LH.J 

H./3 

U.ju 

B 

C 

Seligman  Tax-Exempt-Ohio/Seligman 

0  c 

9.6 

1  1  c 

lib 

5.5 

184 

19.6 

4.75 

0.84 

A 

D 

Seligman  Tax-Exempt-SC/Seligman 

9.8 

11.1 

5.2 

111 

21.2 

4.75 

0.84 

Sentinel  Tax-Free  Income/Equity 

 * 

12.5 

5.5 

104 

9.9 

5.00 

0.50a 

Sierra-Calif  Municipal3/Gt  Western 

 * 

13.8 

5.5 

509 

24.7 

4.50 

0.80a 

Sierra-National  Muni4/GI  Western 

 * 

13.4 

5.7 

389 

22.8 

4.50 

0.87a 

Sit  New  Beginning  Tax-Free  Income/Sit 

 * 

9.8 

6.0 

339 

159 

none 

080 

und  not  in  operation  for  full  period.    ^Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,    a:  Net  of  absorption  of  expenses  by  fund 

onsor. 

b:  Includes  back-end  load  that  reverts  to  distributor.  NA: 

Not  applicable  or  not  available. 

'Reflects  performance  of  Putnam  Michigan  Tax-Exempt 

come  1 

prior  to  3/92  merger.    Reflects  performance  of  Putnam  Ohio  Tax-Exempt  Income  1  prior  to  3/92  merger.    3Formerly  GW  Sierra  California  Municipal 

come. 

■•Formerly  GW  Sierra  National  Municipal  Income. 

Rules,  page  126.  Distributor  table,  page  202. 
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1^1 


MUNICIPAL  BOND  FUNDS 


nimi  swum 


Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Maximum 

Annual 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

sales 

expenses 

-markets— 

avcidgc 

12 

maturity 

charge 

per 

6/88 

months 

(years) 

$100 

to  6/93 

Lehman  Brothers  municipal  bond  index 

10.2% 

120% 

6.3% 

Forbes  municipal  bond  fund  composite 

9.6% 

12.4% 

5.8% 

$0.81 

B 

c 

Smith  Barney  Muni  Bond-Calif -A/SB  Shearson 

10.6% 

12.0% 

6.0% 

$168 

23.6 

4.00% 

$0  53 

Smith  Barney  Muni  Bond-Fla-A/SB  Shearson 

 * 

13.0 

5.9 

108 

229 

4.00 

0.46a 

Smith  Barney  Muni  Bond-Ltd  Term-A/SB  Shearson 

95 

5.7 

262 

7.6 

2.00 

0  55 

A 

C 

^mith  Rarnpv  Muni  RnnH— MaM-A/^R  ''.hr-ir 1111 

OMIIIII  Ddlllcy  IVIUIII  DUMU    Moll  H.  >D  JllCdl^UII 

110 

13.2 

fi  3 

23  i 

i  no 

(1  53 

B 

D 

SBS  Calif  Municipals-AVSB  Shearson 

98 

11.7 

6.1 

492 

22.5 

450 

0.80 

C 

B 

SBS  Income-Tax-Exempt  Inc-AVSB  Shearson 

94 

119 

6.1 

1.110 

200 

450 

0.95 

A  + 

D 

SBS  Managed  Municipals- A '''.K  Shearson 

108 

16.0 

6.1 

1,981 

18  0 

450 

074 

A 

D 

SBS  NJ  Municipals-AVSB  Shearson 

105 

12.8 

5.7 

144 

216 

4.50 

0.74a 

D 

A 

SBS  NY  Municipals-AVSB  Shearson 

9.8 

11.4 

6.3 

650 

210 

4.50 

079 

Spartan  Calif  Muni  High  Yield/Fidelity 

126 

5.7 

596 

22.3 

none 

0.40a 

B 

D 

^n^rt^n  fnnn  Muni  Hiph  YiplH/Fiitplih/ 

•JfJOt  Idf  1  OUI1II  IVIUIII  nicll   1  ICIUM  HI'  Illy 

9.7 

124 

58 

460 

21.3 

non6 

0.55 

Spartan  Florida  Muni  Inc/Fidehty 

 * 

14  1 

5.7 

407 

21.5 

none 

0.25a 

Spartan  Municipal  Income/Fidelity 

 * 

12.4 

6.0 

900 

205 

none 

0  44a 

Spartan  New  Jersey  Muni  High  Yield/Fidelity 

 * 

12.8 

5.7 

411 

187 

none 

055 

Spartan  New  York  Muni  High  Yield/Fidelity 

_* 

13.1 

5.6 

427 

23.9 

none 

0.48a 

B 

C 

Spartan  Penn  Muni  High  Yield/Fidelity 

105 

124 

6.3 

285 

209 

none 

0  55 

F 

A  + 

Spartan  Short-lntermed  Muni/Fidelity 

6.7 

73 

4  6 

877 

3.6 

none 

055 

D 

A 

S*pmRop  Hiph  Yield  MiinirinaK/Stpin  Rue 

93 

7.9 

6.0 

359 

20.1 

nonp 

0.73 

D 

B 

SteinRoe  Intermediate  Municipals/Stem  Roe 

85 

10.9 

4.7 

246 

8.1 

none 

0.72 

B 

C 

SteinRoe  Managed  Municipals/Stein  Roe 

10.0 

10.8 

5.5 

776 

16.8 

none 

0  64 

D 

B 

Strong  Municipal  Bond/Strong 

88 

124 

5.9 

412 

206 

none 

0.14a 

Strong  Short-Term  Muni/Strong 

 * 

75 

46 

179 

2.8 

none 

0.19a 

D 

A 

SunAmerica  Tax-Ex-lnsured/SunAmerica 

7.9 

8.1 

6.1 

173 

25.5 

4.75 

1.01a 

B 

C 

Tax-Ex  Bond  Fund  of  America/American  Funds 

9.6 

12.2 

5.6 

1,239 

9.3 

4.75 

071 

C 

D 

Tav-Fv  PunH  nf  Palif/Ampnran  Ftinrlc 
IdA  LA  rUIIU  Ul  l*aiil/nllfCl  lt,dll  runuo 

9.3 

12.8 

J.L 

L  UJ 

in  n 

i  7"i 

H.  /  J 

0  74 

D 

A 

Tax-Free  Fund  of  Colorado/Aquila 

8.9 

11.6 

5.5 

203 

11.5 

4  00 

0.45a 

C 

B 

Tax-Free  Trust  of  Arizona/Aquila 

96 

11.3 

5.7 

349 

17.5 

4.00 

0.57a 

D 

B 

Tax-Free  Trust  of  Oregon/Aquila 

8.9 

99 

5.5 

303 

17.3 

4.00 

066 

TNE  Adjustable  Rate  US  Govt/TNE 

 * 

4.9 

4.5 

443 

3.0 

3.00 

0.57a 

C 

C 

TNE  Mass  Tax-Free  Income/FNE 

9.0 

12.4 

5.8 

119 

9.0 

425 

085a 

A 

D 

TNE  Tax-Exempt  Income/TNE 

96 

11  9 

5.6 

214 

101 

450 

0.95 

Thnrnhurp  Intermediate  Miini/Thnrnhtiro 

IllUIIIUUIg  1 1  HCI 1  1 ICU  la  It  IVIUI 1  If  1 1 IUI  HUUI  g 

 * 

12.0 

J.v 

126 

9  3 

3.50 

0.60a 

F 

A  + 

Thornburg  Ltd  Term  Muni-Natl?/Thornburg 

7.7 

92 

5.0 

527 

4.9 

2.50 

104 

Transamerica  Calif  Tax-Free  Inc-A/Transamenca 

 * 

12.8 

5.9 

296 

26.9 

4.75 

0.75a 

Transamerica  Tax-Free  Bond-A/Transamenca 

 * 

14.6 

5.9 

160 

26  9 

4.75 

0.85a 

A  + 

F 

United  Municipal  Bond/Waddell 

11.2 

13.1 

5.3 

1,008 

198 

4.25 

0.57 

D 

A 

United  Municipal  High  Income/Waddell 

104 

12.1 

6.4 

307 

219 

4.25 

073 

I  1CAA  T  r~             i          i  :f  D       J  il  ic  A  A 

USAA  Tax-Exempt-Calif  Bond/USAA 

 * 

129 

C  C 

56 

408 

23  0 

none 

f\  AC 

0.4b 

D 

A 

USAATax-Exempt-lntermediate/USAA 

9.0 

11.0 

5.6 

1,487 

9.0 

none 

042 

B 

C 

USAA  Tax-Exempt-Long-Term3/USAA 

104 

12.2 

6.1 

1,996 

23.0 

none 

039 

F 

A  + 

USAA  Tax-Exempt-Short-Term/USAA 

6.5 

5.9 

4.5 

886 

2.8 

none 

043 

'Fund  not  in  opera!  ;        full  period.    §Oistnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a: 

^et  of  absorption  of  expenses  by  fund 

sponsor. 

b:  Include.      ■  md  load  that  reverts  to  distributor.  NA: 

Not  applicable  or  not  available.    'Formerly  Shearson  Funds. 

formerly  Limited  Term 

Municipal 

Nationa 

,   3romerly  USAA  Tax-Exempt  High  Yield. 

Rules,  page  1 26.  Distributor  table, 

page  202. 

192 


Forbes  ■  August  30,  199- 


Performance 
UP  DOWN 

Ur             UUil  t  "I 

—markets— 

Fund/distnbutor 

 Total 

annual 
average 
6/88 
to  6/93 

return  

last 
12 
months 

Yield 

% 

Assets 
6/30/93 
($mil) 

Weighted 
average 
maturity 
(years) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Lehman  Brothers  municipal  bond  index 

10.2% 

12.0% 

63% 

Forbes  municipal  bond  fund  composite 

9.6% 

12.4% 

5.8% 

$0  81 

USAA  Tax-Exempt-Virginia/USAA 

 * 

12.1% 

5.6% 

$227 

240 

none 

$0  50a 

n 
u 

□ 

D 

UST  Master  Tax-Exempt-lntermed/UST 

7.1% 

107 

4.3 

292 

95 

4  50% 

064 

D 
D 

Value  Line  Tax-Exempt-High  Yld/Value  Line 

9.2 

106 

5.5 

297 

17.9 

none 

0.60 

R 

r 

Van  Kampen  Calif  Insured  T-F-A/Van  Kampen 

10.4 

14  9 

5.5 

112 

20.9 

3.00 

0.69a 

Van  Kampen  Calif  Quality  Muni/closed-end 

— * 

18.1 

57 

239 

NA 

NA 

1.59 

Van  Kampen  Florida  Quality  Muni/closed-end 

16.2 

5.9 

159 

NA 

NA 

1.67 

B 

D 

Van  Kampen  Insured  Tax-Free-A/Van  Kampen 

10  0 

126 

58 

1,143 

20  7 

4.65 

0.83 

Van  Kampen  Invest  Grade  Calif  Munis/closed-end 

_* 

19 1 

5.5 

123 

23.2 

NA 

1 78 

Van  Kampen  Invest  Grade  Fla  Muni/closed  end 

* 

190 

5.4 

111 

NA 

NA 

1.91 

Van  Kampen  Invest  Grade  NJ  Munis/closed-end 

 * 

22.6 

5.3 

109 

NA 

NA 

1 98 

Van  Kampen  Invest  Grade  NY  Munis/closed-end 

— * 

18  5 

60 

165 

NA 

NA 

166 

Van  Kampen  Invest  Grade  Penn  Muni/closed-end 

 * 

19.6 

5.8 

197 

NA 

NA 

1.76 

Van  Kampen  Municipal  Inc  Fund-A/Van  Kampen 

11.5 

6.4 

687 

NA 

4.65 

0  86a 

Van  Kampen  Municipal  Inc  Trust/closed-end 

14.0 

74 

468 

21  4 

NA 

1 27 

Van  Kampen  Municipal  Opportunity/closed-end 

 * 

16.2 

6.0 

410 

24  6 

NA 

1.64 

Van  Kampen  Municipal  Trust/closed-end 

 * 

13.5 

6.5 

912 

24  0 

NA 

1.55 

Van  Kampen  New  York  Quality  Muni/closed-end 

 * 

183 

57 

145 

239 

NA 

1  68 

Van  Kampen  Ohio  Quality  Muni/closed-end 

 * 

17.0 

5.8 

106 

NA 

NA 

1.75 

Van  Kampen  Penn  Quality  Muni/closed-end 

 * 

19.7 

5.9 

207 

23  2 

NA 

1.56 

P 

D 

D 
D 

Van  Kampen  Penn  Tax-Free  Inc-A/Van  Kampen 

1  1  1 

112 

13.2 

5.9 

202 

23.0 

4.65 

0.72a 

Van  Kampen  Tax-Free  High  Inc-A/Van  Kampen 

5.1 

7.7 

576 

22.5 

4.65 

1.08 

Van  Kampen  Trust  Insured  Munis/closed  end 

_* 

19.4 

5.3 

259 

NA 

NA 

1.46 

Van  Kampen  Trust  Invest  Grade  Muni/closed  end 

_* 

17.5 

6.0 

735 

24.2 

NA 

1.60 

A  x 
M  t 

C 

r 

Vanguard  California  T-F-lns  L-T/Vanguard 

10.3 

13.1 

5.4 

1,032 

11.4 

none 

0.20 

A  4- 

p 

r 

Vanguard  Muni  Bond-High  Yield/Vanguard 

11.3 

13.1 

6.1 

1,852 

12.9 

none 

0.21 

A  X 

c 
r 

Vanguard  Muni  Bond-Ins  L-T/Vanguard 

10.7 

12.8 

5.7 

2,142 

12.5 

none 

0.21 

D 
D 

Vanguard  Muni  Bond-lntermed/Vanguard 

1  1  0 

11.0 

£  A 

D.4 

4,594 

8  5 

none 

071 

F 

A 

Vanguard  Muni  Bond-Ltd  Term/Vanguard 

7  1 

l.i 

7  1 
/.I 

i  a  nc 
1,4% 

j.U 

none 

not 
U.21 

A  + 

r 

r 

Vanguard  Muni  Bond-Long-Term/Vanguard 

11.0 

13.0 

5.7 

1,103 

13.6 

none 

0.21 

c 
r 

A  x 

M  T 

Vanguard  Muni  Bond-S-T/Vanguard 

5.9 

4.5 

4.0 

1,248 

1.3 

none 

0.21 

A  x 
M  t 

c 
r 

Vanguard  NJ  Tax-Free-Ins  L-T/Vanguard 

10.5 

13.8 

5.6 

717 

10.2 

none 

0.21 

A 

u 

Vanguard  New  York  Insured  T-F/Vanguard 

10.6 

13.0 

5.6 

753 

11.3 

none 

020 

Vanguard  Ohio  Tax  Free-Insured  L-T/Vanguard 

 * 

12.8 

5.3 

146 

8.5 

none 

0.22 

A 

D 

if                       j  n     _       T           ^  1  1     T  A  /  1 

Vanguard  Penn  Tax-Free-Ins  L-T/Vanguard 

10. b 

13.2 

5.7 

1,401 

8.8 

none 

0.21 

D 

A 

Venture  Muni  (  +  )  Plus/Venture 

0  c 

0 .0 

O  7 

8./ 

7  1 

lai 

loo 

1  UUD 

A 

C 

Vista  New  York  Tax-Free  Income/Vista 

10.7 

14.0 

5.1 

111 

182 

450 

0.75a 

Voyageur  Arizona  Insured  T-F/Voyagem 

 * 

138 

5.8 

196 

205 

4.75 

0.85a 

D 

A 

Voyageur  Colorado  Tax-Free/Voyageur 

10.1 

14.2 

5.7 

308 

21.7 

3.90 

0.80 

Voyageur  Florida  Insured  T-F/Voyageur 

151 

6.0 

194 

23.9 

475 

0.00a 

D 

A 

Voyageur  Minnesota  Insured/Voyageur 

9.5 

13.0 

5.6 

229 

20.7 

4.75 

0.85a 

D 

A  + 

Voyageur  Minnesota  Tax-Free/Voyageur 

9.3 

12.1 

57 

408 

18.5 

4.75 

1.00a 

und  not  in  operation  for  full  period.    §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,    a:  Net  of  absorption  of  expenses  by  fund 
onsor.    b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available. 
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ADVERTISEMENT 


■  ■1771 


Partnerships  In 
Engineering  Technology 

Parker  Hannifin  Keeps  Toro® on  the  Cutting  ttdge  —  Literally! 


With  its  long  plush  fairways  and  wide  open  vistas,  a  golf 
course  might  seem  like  nature's  triumph.  But  look  closer 
and  you  will  discover  it's  a  combination  of  science  and 
technology  that  delivers  the  delicate  balance  of  beauty  and 
challenge  golfers  covet. 

On  greens  and  fairways,  a  veritable  army  of  machines 
does  the  bulk  of  the  pruning  and  primping.  The  greens  are 
cut  to  as  low  as  one-eighth  of  an  inch,  and  fairways  cut  at 
half  an  inch  or  lower  are  not  uncommon.  Even  the  roughs 


are  maintained  to  exacting  standards  —  standards  that  are 
met  day  in  and  day  out  on  some  of  America's  most  beauti- 
ful golf  courses  with  equipment  from  Toro. 

Nearly  two-thirds  of  Toro's  Commercial  Products 
Division's  sales  last  year  came  from  golf  equipment.  It's 
a  notable  accomplishment  because  greens  keepers  are 
some  of  the  most  demanding  customers  in  the  world. 

One  Toro  key  to  success  is  Parker  Hannifin  By 
relying  on  Parker  technology  and  products,  Toro  is  able 
to  manufacture  advanced,  dependable  and  rugged 
equipment  that  exceeds  even  the  exacting  standards  of 
these  customers. 

Take,  for  instance,  Toro's  revolutionary  HydroJect 
3000.  When  introduced,  this  remarkable  piece  of  equip- 


ment didn't  just  enhance  performance,  it  advanced  the  sci- 
ence of  turf  aeration.  Instead  of  using  hollow  tines  to  pull 
plugs  of  soil  out,  the  HydroJect  penetrates  the  ground  up 
to  20  inches  using  high-pressure  water  jets.  Because  the 
water  is  less  invasive  than  tines,  there  are  no  residual 
plugs  of  dirt  left  on  the  green.  The  savings  in  time  and  labor 
for  greens  keepers  have  been  dramatic. 

Or  consider  Toro's  new  Reelmaster  4500-D.  This 
five-plex  all-hydraulic  mower  is  a  masterful  combination 
of  Toro  design  and  Parker  technology. 
One  of  its  advancements  is  a  new  plan- 
etary-traction gear-drive  system  that 
takes  the  strain  off  the  hydraulic  motor. 
In  addition,  each  of  its  five  cutting  units 
is  balanced  and  floats  freely  in  any 
direction  on  a  durable,  truck-style  uni- 
versal joint  with  needle  bearings.  Tc 
assure  Reelmaster's  minimal  downtime, 
the  hydraulic  hoses  have  been  replaced 
with  tough  steel  lines  where  possible, 
and  each  connection  is  protected  against 
leaking  with  advanced  O-rings. 

These  are  just  a  few  of  the  improve- 
ments Toro  and  Parker  put  to  work  on 
golf  courses  around  the  world.  Many 
customers  don't  necessanly  understand 
all  of  the  technological  support  behind 
the  Toro  line.  However,  they  prize  the 
power  and  performance  it  delivers, 
appreciate  how  easy  Toro  equipment  is  to  maintain,  and 
understand  how  Toro's'  performance  and  reliability  pay 
big  dividends. 

With  more  than  800  product  lines  for  hydraulic,  pneu- 
matic and  electromechanical  applications,  Parker  Hannifin 
is  providing  vital  technologies  in  some  1 ,200  industrial  and 
aerospace  markets.  Parker  operates  some  200  manufac- 
turing plants  and  administrative  offices  around  the  world 
and  supports  more  than  4,500  distributors  who  serve  more 
than  258,000  customers  in  every  comer  of  the  world. 

It  is  this  breadth  of  global  expertise,  along  with  its 
cutting-edge  technologies,  that  has  made  Parker  the 
partner  of  choice  for  Toro  as  well  as  many  other  world- 
class  manufacturers. 


TORO 


Parker  and  Toro  ...at  the  top  of  turf  care 


ching  the  top  has  never  been  easy, 
he  visionary  CEO  of  Toro,  Ken 
rose  has  successfully  led  his 
lpany  to  the  top  of  turf  care.  And  he 
it  with  the  help  of  Parkers  state-of- 
art  vital  technologies, 
en  and  his  team  have  introduced  an 
y  of  innovative  new  products.  Toro 
vers,  aerators,  and  irrigation  systems 
be  seen  beautifying  and  improving 
"courses  the  world  over.  And  Parker, 
leader  in  motion-control,  has  been 
he  course  with  Toro  every  step  of 
way,  providing  a  variety  of  advanced 


and  reliable  fluid  connector  equipment. 

Golf  course  owners  typically  look  for 
quicker,  cleaner  procedures  to  help 
them  run  their  facilities  cost-effectively 
and  make  them  more  playable— part- 
icularly these  days  when  the  pace  of 
building  new  courses  is  not  keeping  up 
with  exploding  demand.  Those  who 
own  Toro  equipment  avoid  costly  shut- 
downs, the  loss  of  greens  fees,  and 
unhappy  members.  That's  why  Toro  and 
Parker  will  continue  to  be  a  winning 
team  on  premier  courses  around  the 
world  for  years  to  come. 


As  the  multi-billion-dollar  leader  in 
the  manufacture  of  components  for  the 
control  of  motion,  Parker  consistently 
delivers  the  high  level  of  support  and 
service  needed  to  keep  partnerships  like 
Toro's  as  strong  and  healthy  as  the 
courses  they  improve. 

For  a  copy  of  Parkers  Annual  Report, 
write:  Parker  Hannifin  Corporation, 
Dept.  FB-22,  17325  Euclid  Avenue, 
Cleveland,  Ohio  44112-1290.  For 
product  information,  call 
1-800-C-PARKER  ( 1-800-272-7537). 


A  partnership  in  vital  technologies 
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O  i!,  a  registered  trademark  of  the  TORO  Company, 


Junk  bond  funds 


i  funds  in\csi  in  below  investment-grade  corporate- 
debt  (generally  rated  BB+  or  below  by  Standard  &* Poor's 
and  Ral  or  below  by  Moody's).  Junk  bonds,  dependent 
on  corporate  cash  How  s  and  general  economic  cycles,  rend 
to  behave  as  much  like  stocks  as  bonds.  And  since  most 
junk  matures  in  sewn  to  ten  years,  the  variation  in  total 
return  among  these  funds  comes  not  from  different 


maturities  but  from  different  levels  of  credit  risk.  Some 
like  Fidelity  Capital  Ik  Income,  feast  on  defaulted  bonds 
Others,  like  Vanguard  Fixed  Income-High  Yield,  prefei 
better-quality  junk.  Our  down  markets  thus  reflect  both 
credit  risk  and  pure  interest  rate  risk.  We  measure  juni 
bond  funds  against  the  monthly  price  of  the  Merrill  Lynch 
high  yield  bond  index  since  the  end  of  October  1984. 


Rising  markets 


10/31/84  to 
2/28/87 


10/31/87  to 
2/29/88 


Declining  markets 


2/28/87  to 
10/31/87 


2/29/88  to 
11/30/90 


Ratio  scale  120 


(10/31/84=100) 


100 


80 


60 


Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

Weighted 

Maximum 

Annual 

UP  DOWN 

annual 

last 

% 

6/30/93 

average 

sales 

expenses 

—markets— 

average 

12 

($mil) 

maturity 

charge 

per 

10/84 

months 

(years) 

$100 

to  6/93 

Merrill  Lynch  high  yield  index 

12.9% 

17.1% 

3.6% 

Forbes  junk  bond  fund  composite 

11.6% 

17.8% 

10.0% 

$1.22 

B  iA 

AIM  High  Yield  (C)/AIM 

13.6% 

185% 

10.7% 

$440 

9.3 

4.75% 

$1.15 

C  *D 

American  Capital  High  Yld  Inv-A/American  Cap 

9.4 

170 

10  7 

486 

8.0 

475 

109 

American  High-Income  Trust/American  Funds 

 * 

180 

86 

643 

6.3 

4.75 

0.94 

Cigna  High  Income  Shares/closed  end 

 * 

225 

13.7 

.  194 

90 

NA 

124 

B  «C 

Colonial  High  Yield  Secs-A/Colonial 

12.6 

186 

9.7 

574 

7.7 

475 

1.27 

A+  «F 

Dean  Witter  High  Yield  Sees/Dean  Witter 

8.2 

20.6 

14.5 

525 

9.6 

550 

072 

B  aC 

Delaware  Group  Delchester/Delaware 

12.4 

15.5 

109 

952 

9.0 

4.75 

1.02 

■  C  iC 

Eaton  Vance  High  Income  Trust/Eaton  Vance 

* 

13.7 

110 

364 

73 

6.00b 

2.09 

B  aC 

Federated  High  Yield  Trust/Federated 

12.8 

15.4 

9.6 

461 

6.7 

none 

0.77a 

■  B  sA 

Fidelity  Advisor  High  Yield/Fidelity 

18  4 

82 

377 

79 

4.75 

1 12 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  'Fund  not  in  operation  for  full  period.  §Distributor  may  impose  redemption  fee.  with  proceeds 
reverting  to  other  fund  shareholders,    a:  Net  of  absorption  of  expenses  by  fund  sponsor,    b:  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable 

or  not  available. 
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 Total  return  

Yield 

Assets 

Weighted 

Maximum 

Annual 

UP  DOWN 

annual 

■asi 

% 

6/30/93 

average 

sales 

expenses 

—markets— 

average 

12 

($mil) 

maturity 

charge 

per 

months 

(years) 

$100 

to  6/93 

Merrill  Lynch  high  yield  index 

12.9% 

17.1% 

J.O  "b 

Forbes  junk  bond  fund  composite 

11.6% 

17.8% 

in  cw. 

lU.UA) 

$1.22 

A  iB 

Fidelity  Capital  &  Income/Fidelity 

13.8% 

24.2% 

7.9% 

$2,349 

6.8 

none§ 

$0.91 

0  ID 

First  Investors  Fund  for  Income/First  Inv 

8.9 

17.3 

9.6 

427 

9.5 

6.25% 

1.38 

C  >D 

First  Investors  High  Yield/First  Inv 

 * 

17.0 

9.1 

192 

8.9 

6.25 

1.78 

Fortress  Bond  Fund/Feder3ted 

* 

17.4 

8.0 

101 

16.8 

2.00 

1.05a 

C  iD 

Franklin  AGE  High  Income/Franklin 

11.0 

15.7 

Q  7. 

j.j 

1  Q1A 
1,571 

3.0 

4.UU 

f\  CO 

Franklin  Universal  Trust/closed-end 

* 

19.2 

7  8 

1.0 

7.9Q 

J£3 

Q  £ 

3.0 

MA 

NA 

7  1 A 
0.14 

D  IB 

Hancock  Strategic-Income/Hancock 

* 

O  1 

9.4 

279 

NA 

4.50 

1.58 

High  Income  Advantage  Trust/closed-end 

17.4 

13.8 

178 

NA 

NA 

1.01 

High  Income  Advantage  Trust  ll/closed-end 

— * 

18.3 

13.9 

234 

NA 

NA 

0.98 

v         ■  V* 

iuo  txira  income/iuo 

11.7 

17.7 

9.8 

1.501 

8.4 

5.00 

0.82 

D  >A 

Invesco  High  YieldVlnvesco 

12.0 

17.5 

8  S 

O.J 

nn 

jjU 

Q  1 

3.1 

none 

i  nn 

C      ■  B 

Kemper  Diversified  1  ncome/Kem per 

10.8 

16.7 

3.0 

a  n 
o.u 

a  sn 

1.13 

Kemper  High  Income  Trust'closed-end 

* 

1  £  Q 

10.4 

205 

9.1 

NA 

2.03 

B  aC 

Kemper  High  Yield/Kemper 

13.6 

15.4 

9.6 

2,199 

9.0 

4.50 

0.80 

B  iD 

Kemper  Invest-High  Yield-lnitial/Kemper 

11.9 

14.3 

8.7 

1,172 

9.0 

4.00b 

1.82 

Keystone  America  Strategic  Income-A/Keystone               — * 

24.5 

10.4 

120 

NA 

4.75 

1.71 

C  «F 

Keystone  Custodian  B-4/Keystone 

8.5 

21.0 

q  Q 

J.O 

OK9 

7  ? 
I.i 

a  nnh 

4  UUD 

7  no 

2.U3 

A  »B 

Liberty  High  Income  Bond-A/Federated 

13.0 

16.3 

Q  Q 

j.j 

AA7 

44  L 

O  1 
O.J 

A  Sfl 

h.OU 

i.ioa 

D  1A 

Lord  Abbett  Bond-Debenture/Lord  Abbett 

12.0 

tC  7 

lb./ 

98 

864 

8.5 

4.75 

0.84 

Lutheran  Brotherhood  High  Yield/Lutheran 

20.2 

8.9 

395 

9.4 

5.00 

0.99 

C      ■  B 

MainStay-High  Yield  Corp  Bond/NYLife 

 * 

19.2 

9.9 

733 

7.6 

5.00b 

1.69 

r        m  a 
\,        ■  A 

Merrill  Lynch  Corp-High  Income-A/ML  Funds 

13.7 

17.5 

9.5 

2,488 

9.4 

4  00 

0.59 

B  lC 

MetLife-State  Street  High  Income-A/State  St 

20.5 

in  ? 

IU.l 

SRI 
Jul 

8  n 

o.u 

t  sn 

4.  JU 

1.10 

C  iD 

MFS  High  Income  Fund/MFS 

10.7 

18.3 

9  4 

J. 4 

UJ4 

7  7 

A  7S 

4.  /  J 

1  frt 
l.Uj 

A  bD 

MFS  Lifetime  High  Income/MFS 

 * 

10.3 

8.4 

348 

9.3 

5.00b 

2.23 

A      ■  D 

National  Bond  Fund/Phoenix 

10.2 

19.6 

10.5 

680 

8.0 

4.75 

1.37 

F      ■  A. 

Oppenheimer  High  Yield-A/Oppenheimer 

11.5 

15.2 

11.0 

1,130 

8.6 

4.75 

0.92 

a       ■  r 

PaineWebber  High  Income-A/PaineWebber 

12.6 

23.7 

lU.o 

C07 
000 

a  nn 
4.UU 

a  no 

3      ■  A 

Phoenix  High  Yield/Phoenix 

11.8 

18.1 

8.6 

164 

10  9 

4  7S 

i  in 

C      ■  B 

T  Rowe  Price  High  Yield/Price 

* 

20.2 

9.0 

1,731 

J.U 

nono& 

U.03 

Prospect  Street  High  Income  Port/closed-end 

 * 

10.1 

14.8 

113 

9.1 

NA 

1.52 

D  "C 

Prudential  High  Yield-A/Prudential 

11.1 

16.6 

9.9 

3,652 

8.8 

4.50 

0.95 

A  iB 

Putnam  High  Yield  Advantage/Putnam 

15.7 

11.5 

636 

8.0 

4.75 

1.14 

P             n  D 

Putnam  High  Yield  Trust-A/Putnam 

12.4 

15.5 

11.5 

3,305 

NA 

4.75 

1.09 

J  iC 

SBS  Income-High  lncome-A2/SB  Shearson 

 * 

20.6 

9.5 

676 

q  1 
j  i 

A  S(1 

4.JU 

1  is 

i.i  j 

Spartan  High  Income/Fidelity 

 * 

19.2 

9.1 

642 

7.6 

m.iicy 

n  7n 

D  iB 

SunAmerica  High  Income/SunAmenca 

 * 

IK  1 
10. t 

10.9 

140 

7.3 

5.00b 

2.09 

Transamerica  Spec  High  Yield-A/Transamerica 

 * 

17.8 

8.9 

140 

6.8 

4.75 

1.27 

C  bD 

United  High  Income  Fund/Waddell 

9.7 

16.4 

8.8 

1.017 

10.3 

850 

0.75 

J         ■  D 

United  High  Income  Fund  ll/Waddell 

16.3 

O.J 

■J7Q 

0  0 

O.DU 

0.81 

C  iD 

Van  Kampen  High  Yield-A/Van  Kampen 

 * 

18.1 

10  8 

254 

8.3 

4.65 

1.42 

J       ■  A 

Vanguard  Fixed  Inc-High  Yld/Vanguard 

12.0 

17.5 

9.0 

2,443 

9.5 

none§ 

0.34 

id  rated  for  two  periods  only;  maximum  allowable  grade  A 

*Fund  not  in  operation  for  full  period. 

§Distributor  may  impose  redemption  fee,  with  proceeds 

ting  to  other  fund  shareholders,    a.  Net  of  absorption  of  expenses  by  fund  sponsor. 

b:  Includes  back-end  load  that  reverts  to  distributor 

NA:  Not  applicable 

t  available.  1 

Formerly  Financial  Bond  Shares- High  Yield. 

formerly  Shearson  Income-High  Income. 
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rUMO  SUBWtY 


oal  bond  funds 


Global  bond  funds,  especially  die  short-term  variety,  sold 
like  hotcakes  in  1992.  Investors  came  to  think  of  them  as 
substitutes  for  U.S.  money  market  funds.  Then  came  the 
Eurocurrency  crash  last  September,  when  some  short- 
term  global  funds  lost  more  than  3%  of  their  value.  Current 


yields  remain  attractive — but  remember  that  total  return  is 
at  the  mercy  of  foreign  interest  rates  and  the  value  of  the 
U.S.  dollar.  We  graded  global  funds  against  the  monthly 
returns  of  the  dollar-denominated  J. P.  Morgan  Global 
Government  Bond  Index,  starting  June  1988. 


Ratio  scale  (6/30/88=100) 


L 15 


Rising  markets 


Declining  markets 


The  price  return  graph  of  the  J.P.  Morgan  global  government 
bond  index,  scaled  so  that  June  30,  1988  equals  100,  is  the 
benchmark  for  global  bond  fund  ratings.  Funds  are  measured 
by  their  composite  bull-  and  bear-month  performances. 


1988 


1989 


1990 


1991 


1992 


1993 


Performance 
UP  DOWN 

—markets— 


Fund/distributor 


 Total  return   Yield       Assets  Weighted  Maximum 

annual        last  %        6/30/93     average  sales 

average        12  ($mil)  maturity  charge 
3/84       months  (years) 
to  6/93 


Annual 
expenses 
per 
$100 


JP  Morgan  government  bond  index 

10.3% 

9.0% 

7.2% 

Forbes  global  bond  fund  composite 

8.8% 

4.7% 

7.3% 

$1.33 

ACM  Managed  Multi-Market  Trust/closed-end 

 * 

-2.0% 

8.8% 

$97 

NA 

NA 

$1.55 

Alliance  Multi-Market  Income/Alliance 

 * 

0.8 

3.9 

27 

0.1 

none§ 

1.81a 

Alliance  Multi-Market  Income  &  Growth/Alliance 

 * 

6.5 

3.8 

119 

19.0 

1.00%§ 

2.32 

Alliance  Multi-Market  Strategy-A/Alliance 

1.0 

7.9 

577 

1.5 

3.00 

1.33 

Alliance  North  American  Govt  Income-A/Alliance 

 * 

13.9 

10.7 

931 

5.0 

3.00 

1.50 

Alliance  Short-Term  Multi-Market-A/Alliance 

 * 

2.3 

6.7 

3,088 

1.2 

3.00 

1.10 

Alliance  World  Income/Alliance 

 * 

1.9 

3.9 

171 

0.4 

none 

1.59a 

American  Capital  Global  Govt-A/American  Cap 

 * 

10.4 

8.5 

101 

NA 

4.75 

1.52 

Benham  European  Govt  Bond/Benham 

 * 

3.6 

5.3 

'  343 

7.3 

none 

0.90 

Blanchard  Short-Term  Global  Income/Sheffield 

 * 

6.9 

6.6 

691 

2.9 

 1 

1.44 

c 

D 

Capital  World  Bond/American  Funds 

9.1% 

7.3 

5.5 

356 

9.5 

4.75 

1.38 

Dean  Witter  Global  S-T  Income/Dean  Witter 

 * 

3.8 

6.6 

343 

NA 

3.00b 

1.55 

Dean  Witter  World  Wide  Income/Dean  Witter 

 * 

7.4 

6.3 

285 

4.6 

5.00b 

1 86 

Eaton  Vance  Short-Term  Global/Eaton  Vance 

 * 

1.0 

6.6 

406 

8.3 

3.00b 

2.06 

r 

A 

Fidelity  Global  Bond/Fidelity 

10.5 

10.8 

10.5 

390 

8.3 

none 

1.37 

*Fund  not  in  operation  for  full  period.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption  of  expenses  by  fund 
sponsor,    r.  Includes  back-end  load  that  reverts  to  distributor.    NA:  Not  applicable  or  not  available.    'Flat  fee  of  $75  on  initial  investment. 
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Performance 

Fund/distributor 

 Total  return  

Yield 

Assets 

WpjphtpH 

Maximum 

IrlClAII  1 IUI 1 1 

Annual 

Ml  1 1  IUu 1 

UP 

DOWN 

annual 

last 

% 

6/30/93 

average 

sales 

expenses 

— markets — 

average 

12 

($mil) 

maturity 

charge 

opr 
rcl 

3/84 

months 

(years) 

$100 

10  o/yj 

JP  Morgan  government  bond  index 

10.3% 

9.0% 

7.2% 

Forbes  global  bond  fund  composite 

8.8% 

4.7% 

7.3% 

$1.33 

riuciiiy  oiiun- 1 cmi  wonu  inc/nuctiiy 

 * 

7.2% 

6.6% 

$384 

3.0 

none 

$1 .20a 

B 

B 

Pirct  Australia  Primo  lnr*fr\r\caA  onri 

11.3% 

0.1 

11.2 

1,047 

7.0 

NA 

1.45 

ricA-r uiiub- oiiori*  i ciin  uiudji  i nc/ricx 

n  9 

4.9 

32 

1.5 

none 

0.81a 

D 

A 

Franklin  Global  Government  IncVFranklin 

8.4 

8.4 

8.3 

173 

9.9 

4.00% 

0.72a 

A 

D 

Global  Government  Plus/closed-end 

8.5 

9.1 

8.4 

359 

13.6 

NA 

1.15 

Global  Income  Plus/closed-end 

 * 

7.6 

6.8 

254 

6.4 

NA 

1.12 

D 

B 

Global  Yield  Fund/closed-end 

8.4 

6.7 

9.3 

567 

5.2 

NA 

1.01 

ftlrthaE  Inrnmo  PiinH/nnlHn-  m 

uo  uiuuoi  iiiLuific  runu/uUiuiiidii 

 * 

10.5 

C  0 

bo 

NA 

4.50 

1.30a 

C 

A 

Ul  VjlUUdl  UUVcrillllciH  lllCQlTlc'rVu  1  ulUDdl 

10.5 

14.5 

0  0 
0.0 

12.8 

4.75 

1.55 

A 

D 

GT  Glnhal  ^tratpcir  lnrnmf»-A2/r.T  Hinhal 
wi  uivuai  Jiiaicgiu  hivumic  H  /ul  uiuudi 

11.3 

22.9 

7  Q 
l.i 

017 
III 

0  c 

0.0 

A  7C 
4./D 

1  00 

1.82 

D 

C 

Hancock  Freedom  Global  lnc-A3/Hancock 

6.9 

-1.0 

8.9 

207 

5.8 

4.50 

1.49 

Hancock  Freedom  S-T  World  lnc-A4/Haricock 

 _* 

2.4 

7.5 

177 

NA 

3.00 

1.34 

C 

C 

Huntington-Global  Currency^/Huntington 

8.5 

5.8 

4.6 

63 

NA 

2.25 

1.67 

Huntington-Hard  Currenc^/Huntington 

 * 

3.8 

5.6 

40 

NA 

2.25 

1.75 

Hi intincr+nn— H tc h  Inr  PiirrpnruS/Miinhnntnn 
nui  i  ui  igiui  i  nign  iik#  vuiiciiuj  /nuiiiiiigiuii 

 * 

-7.5 

7  K 

MA 

0  OK 
£.13 

1  01 
1.01 

ninhal.RnnH/in^ 
IUO  y lUUdl-DUilU/ lUo 

 * 

13.6 

7  0 
l.i 

103 

1  0  ft 

IZ.U 

b.UU 

1.3! 

komnor  Inuoct   Q  T  ftlfthsl  Inifrial/Kamnor 
r\cllipci  inVcSl—  O*  1  UiOUdl-!llUldl/l\chipcl 

 * 

-11  7 

o  n 
o.U 

144 

1.0 

4.UUD 

1  oc 

1,85 

Kemper  Short-Term  Global  Inc/Kemper 

 * 

-11.0 

8.4 

148 

1.5 

3.50 

0.99 

B 

C 

Kleinwort  Benson  Australian  Inc/closed-end 

9.8 

-1.3 

7.1 

73 

5.4 

NA 

1.54 

Lord  Abbett  Global-lncome/Lord  Abbett 

 * 

9.3 

11.3 

215 

6.6 

4.75 

1.22 

A 

C 

Merrill  Lynch  Global  Bond  Inv  &  Ret-A/ML  Funds 

12.2 

10.6 

7.3 

816 

9.7 

4.00 

0.84 

Morrill  1  v/nrh  Q.T  filnhal  Inr  A/Ml  FnnHc 

rvicri iii  loyncn  o*  i  uiouai  inc-H/iviL  ruiiuo 

 * 

-2.6 

7  K 

1.0 

0  191 
I, III 

1  Q 

1.0 

o.Uu 

i  nn 

Morrill  1  unr h  M/nrlrl  In^nmA  A/Ml  PunHc 

ivicrnn  uyncn  won  a  incomc-AviviL  runus 

 * 

7.4 

Q  1 

y.i 

9  077 

C  Q 

a  nr. 

U./b 

B 

D 

MP's  WnrlHu/irto  finuornmentc/MF^ 

11.1 

7  9 

in  3 

jOO 

7  fl 

/.u 

A  7R 
4./D 

1.30 

C 

B 

PaineWebber  Global  Income-A/PaineWebber 

10.5 

5.8 

5.5 

1,599 

9.1 

4.00 

1.18 

PaineWebber  S-T  Global  Inc-A/PaineWebber 

 * 

3.4 

2.9 

484 

1.2 

3.00 

1.04 

F 

B 

Pilgrim  S-T  Multi-Market  Inc/Pilgrim 

-9.5 

-18.1 

8.4 

39 

2.5 

3.00 

1.31 

T  Rowe  Price  Global  Govt  Bond/Price 

 * 

9.7 

6.3 

51 

6.1 

none 

1.20a 

A  + 

F 

t  rtowe  rnce  inierndiionai  Dono/riice 

9.7 

10.0 

7  A 

fin 
on 

0.0 

none 

1  (\Q 

T  Drtuia  Drira  Q  T  fllfih^l  Inr /Driro 

1  KOWc  rriCc  o-l  olODal  inc/rriCc 

 * 

4.1 

7  <; 

73 

1  Q 

1.9 

none 

1  rtfii 
i.uua 

D 

A+ 

Dei  iHo  n¥t  rt  1  Informorl  fllrtKi!  In/*   A  /Pr  i  irlfint  i  ■".  1 

rruocniidf  intermea  uiodcji  inc-rvrruQeniia. 

8.5 

11.8 

7  <; 

o.U 

7  nn 
o.uu 

1.4U 

Prudential  S-T  Global-Assets-A/Prudential 

 * 

2.1 

5.2 

170 

3.0 

0.99 

1.33 

Prudential  S-T  Global-lnc -A/Prudential 

 * 

3.1 

6.7 

508 

1.5 

3.00 

1.18 

B 

C 

Putnam  Global  Governmental  Inc/Putnam 

11.4 

12.8 

10.5 

498 

6.3 

4.75 

1.46 

Scudder  International  Bond/Scudder 

— * 

12.2 

7.6 

1,014 

11.6 

none 

0.25a 

•^CJoaer  onori-ierm  uiODai  income/ocuouci 

 * 

7.2 

8  A 
0.4 

i  n 

O.U 

none 

i  nn^ 
i.uua 

r 

r 

V 

oDo  income— uiuDdi  DOnQ-M  /jD  oiiearsun 

9.1 

10.5 

7  1 

KQ 
03 

7  1 

/.I 

A  fifl 
4.3U 

l.DU 

CDC  Chnrf  Torm  \tJr*r\A  Inr  A7/QR  Choarcnn 

odo  onon-ierm  wonu  wc-w  /od  oncarsun 

 * 

-3.2 

199 
ICC 

(1  7 

%  nn 

O.UU 

1  /ina 
1.4U3 

CDC  Wnrlr!  WiHo  Prima  Accofc  A7/QR  Qhoarcnn 

oDo  wono  wiue  rnmc  msscis-h  /od  oiicdiiun 



-3,0 

A  fl 

19(1 

ILv 

(1  9 

none 

1  7fia 
I.Ida 

Cmith  Darnou  IA/ai-IH  Hlnhal  Cnut'^P.  Qhf.  i'-:nn 

oiTiiin  Ddrney  wonu— uioodi  uovi/od  oiicdi-un 

 * 

10.5 

7  A 

in 

1 10 

inn 

1U.U 

a  nn 

H.UU 

1  1A 
1.04 

SunAmerica  Diversified  lncome8/SunAmerica 

 * 

8.7 

o  n 

AO 
HI 

7  0 
l.i 

i  nnk 

1.4Ua 

Templeton  Global  Governments  Inc/closed-end 

 * 

3.2 

7.9 

190 

8.5 

NA 

1.08 

D 

B 

Templeton  Global  lncome9/c!osed-end 

9.4 

5.2 

8.9 

1,024 

9.4 

NA 

0.82 

B 

D 

Van  Eck  World  Income/Van  Eck 

9.5 

^.1 

9.4 

294 

4.2 

4.75 

1.26 

Fund  not  in  operation  for  full  period,  a:  Net  of  absorption  ot  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not 
pplicable  or  not  available.  'Formerly  Franklin  Global  Opportunity  Income,  formerly  GT  Global  Bond,  formerly  Freedom  Inv  1 1— Global  Income.  "Formerly 
reedom  Short-Term  World  Income,  formerly  International  Currency  Funds,  invests  in  foreign  money  market  instruments.  'Formerly  Shearson  FL-nds. 
rormerly  SunAmerica  Global  S-T  Income.   9Fund  performance  adjusted  for  secondary  offering. 
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FUND  SURVEY 


Taxable  money  funds 


In  the  glory  days  of  money  market 
funds  a  dozen  years  ago,  investors 
would  pore  over  newspaper  tables  of 
the  latest  yields.  With  both  the  stock 
and  bond  markets  depressed,  the 
money  funds  were  where  the  action 
was.  With  the  benefit  of  hindsight,  it 
is  now  easy  to  see  that  these  savers 
should  have  been  turning  their  atten- 
tion to  stock  and  bond  funds. 

The  market  today  is  the  mirror 
image  of  that  earlier  one.  Stock  and 
bond  prices  are  at  near  record  highs. 
Long-term  funds  are  advertising  an- 
nual returns  of  15%  and  higher  for 
recent  years.  It  hardly  seems  worth 
getting  excited  over  a  money  fund 
that  will  return  less  than  3%. 

But,  precisely  because  stocks  and 
bonds  have  done  so  well  recently,  this 
is  not  the  time  for  responsible  inves- 
tors to  think  of  cash  as  trash.  Any  cash 
you  leave  idle  now  just  might  end  up 
yielding  you  a  lot  more  than  3% — if 
you  still  have  it  to  invest  when  stocks 
or  bonds  are  a  lot  cheaper. 

One  thing  hasn't  changed  since  the 
money  fund  industry  came  into  being 
in  the  1970s:  Expenses  matter.  A 
money  market  fund  that  charges  1%  in 
annual  expenses — as  too  many  do — is 
taking  roughly  a  third  of  your  return 
and  plunking  it  into  the  pockets  of  the 
fund  manager. 

Not  all  money  market  portfolios 
are  identical.  The  Securities  &  Ex- 
change Commission  permits  a  fund 
calling  itself  a  money  fund  to  have  an 
average  maturity  of  up  to  90  days  and 
to  stretch  credit  quality  a  tad  beyond 
gilt-edged  Treasury  bills.  So  a  fund 
may  be  taking  some  risks  with  your 
money  to  boost  its  gross  yield — and 
to  camouflage  the  fact  that  it's  raking 
off  more  than  it  should  in  fees.  Moral: 
Shop  for  the  lowest  expense  ratio 
rather  than  the  highest  yield.  If  risks, 
however  slight,  are  being  taken,  you 
should  get  the  benefit,  not  the  opera- 
tor of  the  fund. 

The  table  shows  the  lowest-ex- 
pense money  funds  with  at  least  $500 
million  in  assets.  But  note  that  hinds 
marked  "a"  are  temporarily  absorb- 
ing a  portion  of  their  fees  and  can  raise 
expense  ratios  on  short  notice. 


Fund/distributor 

Assets 
6/30/93 
(■pmuj 

Last  12  months 

return  from 
income  dividends 

Annual 
expenses 

per  $1UU 

■  Benham  Government  Agency/Benham 

$603 

2.8% 

$0.50 

Alex  Brown  Cash  Reserve-Prime/Brown 

1,304 

2.8 

0.61 

Alex  Brown  Cash  Reserve-Treas/Brown 

CIO 

0  C 

n  cc 

■  Capital  Preservation  Fund/Benhairi 

t.ooU 

0  7 

A  cn 

Dreyfus  Basic  MM/Oreyfus 

947 

3.6 

0.00a 

■  Dreyfus  100%  US  Treasury  MM/Oreyfus 

2,514 

2.8 

0.35a 

Dreyfus  Worldwide  Dollar  MM/Dreyfus 

A  989 

9  n 

J.U 

U.4/3 

FFB  Funds— Cash  Management/Furman 

Mi 

9  Q 

U.oU 

■  FFB  US  Treasury  Fund/Furman 

637 

2.8 

0.57 

Fidelity  Cash  Reserves/Fidelity 

9,647 

3.1 

0.48 

Fidelity  Daily  Income  Trust/Fidelity 

9  1  79 

9  Q 

n  cc 
U.DD 

Galaxy  Government  Fund/Galaxy 

1H  1 

/41 

9  0 

ft  CO 

U.5J 

Galaxy  Money  Market  Fund/Galaxy 

710 

3.0 

0.58 

Kemper  Money  Market-Govt  Secs/Kemper 

718 

3.0 

0.43 

Pacific  Horizon-Prime-PH/Pacific 

1  1 77 
1,1// 

9  1 
i.l 

U.Ob 

PaineWebber  Cashfund/PaineWsbber 

9  K99 

9  Q 

n  R7 
U.D/ 

Prime  Value-Cash  Investment/Forum 

1,945 

3.3 

0.50 

Prime  Value-US  Govt/Forum 

903 

3.0 

0.45 

Rodney  Square—  MM/Rodney  Sq 

77fi 

9  n 

n  c.9 

CmUU  Dt».««..i  hXaha.i  r.^Kjj.  i^^.u/cf1  rii...... 

bmfth  barney  Money  runds-cash/sB  bnearson 

9  0 

U.oU 

Smith  Barney  Money  Funds-Govt/SB  Shearson 

668 

2.7 

0.55 

Society-US  Govt  Obligations/Winsbury 

590 

2.7 

0.60 

Spartan  Money  Market/Fidelity 

6.6 

U.oU 

■  Spartan  US  Government  MM/Fidelity 

970 

o.U 

U.4D3 

■  Spartan  US  Treasury  MM/Fidelity 

1,835 

2.9 

0.45a 

USAA  Mutual-Money  Market/USAA 

845 

3.2 

0.48a 

UST  Master  Funds-Govt  Money/UST 

691 

3.0 

0.50 

UST  Master  Funds-Money/UST 

896 

3.0 

0.51 

Vanguard  MM  Reserves-Federal/Vanguard 

1,901 

3.1 

0.30 

Vanguard  MM  Reserves-Prime/Vanguard 

12,498 

3.1 

0.30 

■  Vanguard  MM  Reserves-US  Treas/Vanguard 

1,810 

3.0 

0.30 

Woodward  Money  Market  Fund/Woodward  Funds 

1,571 

3.0 

0.52 

■  Dividend  exempt  from  state  tax  in  states  that  permit  flow-through  of  US  government  interest, 
absorption  of  expenses  by  fund  sponsor.   Source:  Micropal  Inc. 
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Pax-free 

ch  is  a  better  deal,  a  taxable  mon- 
and  yielding  3%  or  a  tax-free  one 
iing  2%?  Quick  answer:  If  you  are 
w-bracket  taxpayer,  you're  better 
n  a  taxable  money  fund.  If  you  are 
dvbracket  taxpayer,  it  hardly  mat- 
,  so  don't  worn'. 

ax-exempt  money  funds,  unless 
'  confine  their  holdings  to  paper 
i  your  home  state,  are  subject  to 
:  income  tax.  But  don't  let  a  pas- 
for  minimizing  taxes  lead  you 
a  double-tax-free  money  fund 
i  a  high  expense  ratio.  Figure  in 
federal  tax  benefit  of  deducting 
:  taxes,  and  you'll  see  that  state 
s  knock  at  most  about  15  basis 
its  (hundredths  of  a  percentage 
it)  off  your  yield, 
nother  possibility  for  the  tax-con- 
us:  a  fund  that  invests  only  in  U.S. 
;rnment  debt.  Its  dividends  will 
ubject  to  federal  income  tax  but 
npt  from  state  tax  everywhere  but 
'ennsylvania.  The  seven  funds  in 
table  on  the  opposite  page  that 
ify  are  marked  by  bullets, 
you  are  using  a  money  fund  as  a 
porary  investment  rather  than  a 
:king  account,  consider  an  alter- 
vc:  buying  the  variable  rate  pre- 
:d  stock  of  closed-end  municipal 
d  funds  (see  story,  p.  120). 
isk  is  slight,  but  not  zero,  in  a  tax- 
money  fund.  Like  taxable  money 
kets,  tax-exempt  money  funds  can 
:  average  maturities  running  as 
;  as  90  days.  A  default  by,  say,  a 
'eland  or  a  New  York  on  its  short  - 
l  paper  could  conceivably  impair  a 
ley  fund's  $1  per  share  net  asset 
e,  but  it  would  take  a  cataclysmic 
re  in  interest  rates  to  have  such  an 
:t. 

ay  attention  to  the  expense  ratio, 
funds  on  this  page  all  charge  60 
s  or  less  per  $  1 00  of  assets  annual  - 
dm  for  one  of  the  cheapest  funds, 
s  not  inconvenient, 
he  last  thing  to  consider  is  charges 
such  conveniences  as  wiring  mon- 
nd  writing  checks.  Money  market 
Is  are  a  lot  like  banks  these  days: 
y  let  you  do  many  of  the  same 
gs,  but  some  of  them  charge  you 
hem,  too. 


money  funds 


Fund/distributor 

Assets 

Last  12  months 

Annual 

6/30/93 

return  from 

expenses 

($mil) 

income  dividends 

per  $100 

Benham  Calif  Tax-Free-Muni  MM/Benham 

$333 

2.4% 

$0.56 

f^lwort  Tav  Proa  Daeonioe_^al/P^lworr 

ins 

JUS 

C.V 

U.bU 

Dreyfus  BASIC  Muni  MM/Dreyfus 

600 

2.8 

0.00a 

Dreyfus  NJ  Muni  MM/Dreyfus 

746 

2.3 

0.32a 

Dreyfus  NY  Muni  Cash  Management/Dreyfus 

112 

1.8 

0.20a 

ureyrus  renn  iviuni  rviivt/ureyTUS 

lot 

1  Q 

1.0 

Fidelity  Connecticut  Muni  MM/Fidelity 

288 

2.3 

0.43 

Fidelity  Michigan  Municipal  MM/Fidelity 

165 

2.3 

0.49 

Fidelity  Ohio  Municipal  MM/Fidelity 

239 

2.2 

0.58 

nuciiiy  idx-Lxcmpi  iviivt/riuciiiy 

9  77fl 

L.J 

General  Calif  Municipal  MM/Dreyfus 

611 

2.5 

0.32a 

General  NY  Municipal  MM/Dreyfus 

573 

2.4 

0.32a 

Kemper  Money  Market-Tax-Exempt/Kemper 

765 

2.4 

0.39 

Nuveen  Tax-Exempt  MM/Nuveen 

1,03;: 

Li 

U.OO 

Pacific  Horizon-Calif  T-E  MM-PH/Concord 

151 

2.1 

0.57 

Smith  Barney  Tax-Free-A/SB  Shearson 

1,226 

2.0 

0.53 

Spartan  Calif  Municipal  MM/Fidelity 

885 

1.7 

0.15a 

Spartan  Connecticut  Muni  MM/Fidelity 

100 

Spartan  Mass  Municipal  MM/Fidelity 

342 

2.2 

0.40a 

Spartan  Muni  Money/Fidelity 

1,707 

2.7 

0.32a 

Spartan  New  Jersey  Muni  MM/Fidelity 

323 

2.1 

0.45a 

Spartan  New  York  Municipal  MM/Fidelity 

441 

9  1 
L.i 

u.DU 

Spartan  Pennsylvania  Muni  MM/Fidelity 

222 

2.0 

0.50 

Stagecoach  Calif  Tax-Free  MM/Stagecoach 

799 

2.0 

0.15 

USAA  Tax-Exempt-Calif  MM/USAA 

219 

2.0 

0.50 

UoAA  lax-txempt -Money  fviarKet/UoAA 

9  c 
i.O 

U.4U 

UST  Master  Tax-Exempt-Short-Term/UST 

612 

2.2 

0.52 

Vanguard  California  T-F-MM/Vanguard 

898 

2.1 

0.20 

Vanguard  Muni  Bond-MM/Vanguard 

3,432 

2.5 

0.23 

Vanguard  NJ  Tax-Free-MM/Vanguard 

673 

2.1 

0.24 

Vanguard  Ohio  Tax-Free-MM/Vanguard 

109 

1.9 

0.31 

Vanguard  Penn  Tax-Free-MM/Vanguard 

835 

2.4 

0.24 

a:  Net  of  absorption  of  expenses  by  fund  sponsor. 

Source:  Micropal 

Inc. 

Rules,  page  126.  Distributor  table,  page  202. 
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FUND  SURVEY 


Fund 

distributors 


Distributors  of  open-end  funds — 
the  funds  that  are  constantly  selling 
and  redeeming  their  shares — are 
listed  here.  Call  the  fund's  distributor 
to  get  a  prospectus,  application  and, 
if  you  are  a  careful  investor,  the  last 
annual  report  and  the  "statement  of 
additional  information."  If  the  fund 
carries  a  sales  load,  a  broker  can  sup- 
ply the  documents.  If  the  fund  is 
closed-end  (e.g.,  Bergstrom  Capital 
or  the  Mexico  Fund),  there  is  no  dis- 
tributor; you  have  to  get  informa- 
tion from  a  stockbroker. 


Fund 

Type 

AAL  Capital  Management 

222  West  College  Avenue 

Appleton,  Wl  54919-0007 

(414)  734-7633  (local);  (800)  553-6319 

AAL  Bond  Fund 

BO 

AAL  Capital  Growth 

ST 

AAL  Municipal  Bond  Fund 

MU 

ABT  Financial  Services 

340  Royal  Palm  Way 

Palm  Beach,  FL  33480 

(800)  553-7838 

ABT  Growth  &  Income  Trust 

ST 

ABT  Invest-Emerging  Growth 

ST 

ABT  Southern  Master-FIa  T-F 

MU 

ABT  Utility  Income 

ST 

Acorn  Investment 

ST 

227  West  Monroe  Street 

Chicago,  IL  60606-5016 

(312)  634-9200  (local);  (800)  922-6769 

Addison  Capital  Fund 

ST 

1801  Market  Street 

Philadelphia,  PA  19103 

(800)  526-6397 

Fund 

Symbol 

Balanced 

BA 

Foreign  stock 

FS 

Global  bond 

GB 

Global  stock 

GS 

Junk  bond 

JU 

Money  market 

MM 

Municipal  bond 

MU 

Stock 

ST 

Taxable  bond 

BD 

*  Wilt  accept  collect  calls. 


Fund 

Type 

Advest  Group 

280  Trumbull  Street 

Hartford,  CT  06103 

(203)  525-1421  (local);  (800)  243-8115 

Advantage  Government  Securities 

BD 

Advantage  Growth  Fund 

ST 

Advantage  Income  Fund 

BA 

Scottish  Widows  International 

FS 

AIM  Distributors 

Eleven  Greenway  Plaza 

Houston,  TX  77046 

(713)  626-1919  (local);  (800)  347-1919 

AIM  Aggressive  Growth  (C) 

ST 

AIM  Equity-Charter  Fund 

ST 

AIM  Equity-Constellation  Fund 

ST 

AIM  Equity-Weingarten 

ST 

AIM  Government  Securities  (C) 

BD 

AIM  Growth  Fund  (C) 

ST 

AIM  High  Yield  Fund  (C) 

JU 

AIM  Income  Fund  (0 

BD 

AIM  Limited  Maturity  Treas  Shares 

BD 

AIM  Municipal  Bond  Fund  (C) 

MU 

AIM  Summit  Fund 

ST 

AIM  Utilities  Fund  (C) 

ST 

AIM  Value  Fund  (0 

ST 

Fred  Alger  &  Co 

ST 

30  Montgomery  Street 

Jersey  City,  NJ  07302 

(800)  992-3863 

Fund 

Type 

Alliance  Fund  Services 

500  Plaza  Orive 

Secaucus,  NJ  07094 

(8( 

0)  227-4618 

Al 

iance  Balanced  Shares-A 

BA 

Al 

iance  Bond-Corporate  Bond-A 

BD 

Al 

iance  Bond-US  Government-A 

BD 

Al 

iance  Counterpoint  Fund-A 

ST 

Al 

iance  Fund-A 

ST 

Al 

iance  Global-Small  Cap  Fund-A 

ST 

Al 

iance  Growth  &  Income-A 

ST 

Al 

iance  Growth  Fund-A 

ST 

Al 

iance  International  Fund-A 

FS 

Al 

iance  Mortgage  Sees  Income-A 

BD 

Al 

iance  Mortgage  Strategy  Trust-A 

BD 

Al 

iance  Multi-Market  Income 

GB 

Al 

iance  Multi-Market  Inc  &  Growth 

GB 

Al 

iance  Multi-Market  Strategy-A 

GB 

Al 

iance  Muni  Income-Calif-A 

MU 

Al 

fiance  Muni  Income-Ins  Calif-A 

MU 

A! 

iance  Muni  Income-Ins  Natl-A 

MU 

Al 

iance  Muni  Income-National-A 

MU 

Al 

iance  Muni  Income-New  York-A 

MU 

Al 

iance  New  Europe  Fund-A 

FS 

Al 

iance  North  American  Govt  Inc-A 

GB 

Al 

iance  Quasar  Fund-A 

ST 

Al 

iance  Short-Term  Multi-Market-A 

GB 

Al 

iance  Technology  Fund-A 

ST 

Al 

iance  World  Income  Trust 

GB 
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jnd 

Type 

LPS  Mutual  Funds 

fl  ^owontoonth  ^troot 
U  ocvclUcclllM  ollccl 

nwor  CO  8090? 
liver,  \j\J  0\jc\jl 

UJ/  UlJ  LJI  1   \\\)\jQi),  \0\j\J)  OJL  LMiJ 

estcore-Balanced  Investment 

BA 

estcore-Basic  Value 

ST 

estcore-Equity  Income 

ST 

cSLLUIc—  UlLci  illruidlc*  1  ci  III  DUllU 

Rn 

DU 

octrrtro— MIDPn  Crrtuith  PnnH 
cbicuic- MiUvv  larowiN  runu 

csicore—  ivioucrn  voiuc  equity 

ST 

nbassador 

MU 

(1  nihraltar  Rnari 

U  UIUI  allal  nuau 

rrhom    DA  ]Q(\AA 

I  olid  III,  rn  1,7U*W 

nerican  Capital 

no  Pnct  Oak  RnnfpuarH 
uu  rUM  van  uuuicvdiu 

UMllll,   1  A  /  /  V  JU 

1)  993-0500  (Inrah-  fROfll  471  -SfifiR 

.J/  JJJ  UJUU  \IUUdl/,  \Q\J\J)  til  JUUU 

nerican  Capital  Comstock  Fund-A 

ST 

nerican  Capital  Corp  Bond  Fund-A 

BD 

nerican  Capital  Emerging  Growth-A 

ST 

nerican  Capital  Enterprise  Fund-A 

ST 

nerican  Capital  Equity  Income-A 

BA 

nerican  Capital  Federal  Mortgage-A 

BD 

nerican  Capital  Global  Govt-A 

GB 

nerican  Capital  Government  Secs-A 

BD 

nerican  Capital  Growth  &  Income 

ST 

nerican  Capital  Harbor-A 

BA 

nerican  Capital  High  Yield  Inv-A 

JU 

nerican  Capital  Muni  Bond-A 

MU 

tipriran  Panital  Para-A 
IICIHdM  Uapilcll  ralL  H 

npriran  Panital  T  F  Hi  YiH  A 

MM 

noriran  Panital  T.F  Inc. A 

iicriudii  Uapiull  I  l nib  H 

Ml  1 

nerican  Funds  Group 

3  Smith  hW  ^trppt 

J  OUUlll  llupc  OUGCl 

;  Anooloi:  fi  Qfin7 1  l/l/H 

neap  Fund 

ST 

nerican  Balanced  Fund 

BA 

nerican  High-Income  Trust 

JU 

nerican  Mutual  Fund 

ST 

>nd  Fund  of  America 

BD 

pital  Income  Builder 

ST 

pital  World  Bond 

GB 

iroPacific  Growth  Fund 

FS 

ndamental  Investors 

ST 

owth  Fund  of  America 

ST 

come  Fund  of  America 

BA 

termediate  Bond  Fund  of  America 

BD 

vestment  Co  of  America 

ST 

;w  Economy  Fund 

ST 

jw  Perspective  Fund 

GS 

nallcap  World  Fund 

GS 

x-Exempt  Bond  Fund  of  America 

MU 

x-Exempt  Fund  of  California 

MU 

5  Government  Securities 

BD 

ashington  Mutual  Investors 

ST 

Fund  Type 

American  Growth  Fund  ST 

410 17th  Street 
Denver,  CO  80202 

(303)  623-6137*  (local);  (800)  525-2406 

American  Heritage  Corp  ST 

31  West  52nd  Street 
New  York,  NY  10019 
(800)  828-5050 

American  Pension  Distributors  ST 

PO  Box  2529 

Lynchburg,  VA  24501 

(804)  846-1361  (local);  (800)  544-6060 

Amway  Management  Co  ST 

7575  East  Fulton  Street 
Ada,  Ml  49355 
(800)  346-2670 

Analytic  Optioned  Equity  Fund  ST 

2222  Martin  Street 
Irvine,  CA  92715 

(714)  833-0294  (local);  (800)  374-2633 

Aquila  Distributors 

380  Madison  Avenue 
New  York,  NY  10017 
(212)  697-6666  (local);  (800)  228-4227 


Churchill  Tax-Free  Fund  of  Kentucky  MU 

Hawaiian  Tax-Free  Trust  MU 

Tax-Free  Fund  of  Colorado  MU 

Tax-Free  Trust  of  Arizona  MU 

Tax-Free  Trust  of  Oregon  MU 

Atlas  Funds 

1901  Harrison  Street 
Oakland,  CA  94612 

(510)  446-4444  (local),  (800)  933-2852 

Atlas  California  Municipal  Bond  MU 

Atlas  Growth  &  Income  ST 

Atlas  US  Govt  &  Mortgage  Sees  BD 


Robert  W  Baird  &  Co 

777  East  Wisconsin  Avenue 

Milwaukee,  Wl  53202 

(414)  765-3500  (local);  (800)  792-2473 

Baird  Blue  Chip  ST 
Baird  Capital  Development  ST 

Baron  Asset  Fund  ST 

450  Park  Avenue 
New  York,  NY  10022 
(800)  992-2766 

Bartlett  Capital  Trust 

36  East  Fourth  Street 
Cincinnati,  OH  45202 
(513)  621-4612  (local);  (800)  800-4612 

Bartlett  Capital  Trust-Basic  Value  ST 
Bartlett  Capital  Trust-Fixed  Income  BD 
Bartlett  Capital  Trust-Value  Intl  FS 


Fund 

Type 

Benham  Capital  Management 

1665  Charleston  Road 

Mountain  View,  CA  94043 

(800)  472-3389  (local);  (800)  321-8321 

Benham  Adjustable  Rate  Govt  Sees 

BD 

Benham  Calif  Municipal  High  Yield 

MU 

Benham  Calif  Tax-Free  Insured 

MU 

Benham  Calif  Tax-Free  Intermediate 

MU 

Benham  Calif  Tax-Free  Long-Term 

MU 

Benham  Calif  Tax-Free  Muni  MM 

MM 

Benham  Equity  Growth 

ST 

Benham  European  Govt  Bond 

GB 

Benham  GNMA  Income 

BD 

Benham  Gold  Equities  Index 

GS 

Benham  Government  Agency  Fund 

MM 

Benham  Income  &  Growth 

ST 

Benham  Target  Maturities-2000 

BD 

Benham  Target  Maturities-2005 

BD 

Benham  Treasury  Note 

BD 

Capital  Preservation  Fund 

MM 

Berger  Associates 

210  University  Boulevard 

uenver,  ou^w 

(303)  329-0200  (local);  (800)  333-1001 

Berger  One  Hundred  Fund 

ST 

Berger  One  Hundred  and  One  Fund 

ST 

Sanford  C  Bernstein  &  Co 

767  Fifth  Avenue 

New  York,  NY  10153 

(212)  756-4097* 

Bernstein  California  Muni 

MU 

Bernstein  Diversified  Muni 

MU 

Bernstein  Govt  Short  Duration 

BD 

Bernstein  Intermediate  Duration 

BD 

Bernstein  International  Value 

FS 

Bernstein  New  York  Muni 

MU 

Bernstein  Short  Duration  Plus 

BD 

Berwyn  Fund 

ST 

1189  Lancaster  Avenue 

Berwyn,  PA  19312 

(800)  824-2249 

William  Blair 

135  South  LaSaile  Street 

omcago,  il  duduj 

(800)  742-7272  (local);  (800)  635-2886 

Wm  Blair-Growth 

ST 

Wm  Blair-lncome 

BD 

Boston  Co  Funds  Distributor 

One  Exchange  Place 

DOStCfi,  Mrt  U71UH 

!800)  225-5267 

Boston  Co  Capital  Appreciation  Fund 

ST 

Boston  Co  Special  Growth-Retail 

ST 

Brandywine  Fund 

ST 

c/o  Firstar  Trust  Co/POBox  701 

Milwaukee,  Wl  53201-0701 

(800)  338-1579 

I  accept  collect  calls. 
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Fund 

Type 

\k  Brown  &  Sons 

135  Last  Baltimore  Street 

Baltimo.e,  MD  21202 

(800)  767-3524 

Alov  Rmuun  Path  Rpqp?"i/p— Primp 
Mica  DfUWM  V^ajM  rvcacivc  nunc 

MM 

Alex  Brown  Cash  Reserve-Treasury 

MM 

Flag  Investors  Emerging  Growth 

ST 

Flag  Investors  Quality  Growth  Fund 

ST 

Flag  Investors  Telephone  Income-A 

ST 

Flag  Investors  Total  Return  US  Treas-A 

BD 

Flag  Investors  Value  Builder  Fund-A 

BA 

Bull  &  Bear  Group 

Eleven  Hanover  Square 

Npw  York  NY  10005 

MCYi    1  Ul  n,  111  iUVUJ 

(21?)  363-1100  floral)  (800)  847-4200 

Bull  &  Bear  Gold  Investors  Fund 

GS 

Bull  &  Bear  Special  Equities  Fund 

ST 

Burnham  Securities 

ST 

1345  Avenue  of  the  Americas 

New  York,  NY  10105 

(212)  262-3100  (local);  (800)  874-3863 

California  Investment  Trust 

MU 

44  Montgomery  Street 

San  Francisco,  CA  94104 

/onm  Tic  0710 

(800)  225-8//0 

Calvert  Group 

4550  Montgomery  Avenue 

Bethesda,  MD  20814 

(800)  368-2748 

Calvert-Ariel  Appreciation 

ST 

Calvert-Ariel  Growth  Fund 

ST 

Calvert  Social  Inv-Equity 

ST 

Calvert  Social  Inv-Managed  Growth 

BA 

Calvert  Tax-Free  Reserves-California 

MM 

Calvert  Tax-Free  Reserves-Limited 

MU 

Capstone  Asset  Planning  Co 

ST 

P0  Box  3167 

Houston,  TX  77253-3167 

(/13)  /50-8000  (local);  (800)  262-6631 

Cardinal  Group  of  Funds 

155  East  Broad  Street 

foliimhus  OH  432IS 

(800)  282-9446  (Inral)  (800)  848-7734 

Cardinal  Fund 

ST 

Cardinal  Government  Obligations 

BD 

Carillon  Investments 

BA 

P0  Box  5304 

Cincinnati,  OH  45201 

(800)  999-1840 

Fund 

Century  Shares  Trust 

One  Liberty  Square 
Boston,  MA  02109 
(617)  482-3060*  (local);  (1 

CGM  Funds 

222  Berkeley  Street 

Boston,  MA  02116 

(617)  859-7714  (local);  (8( 


Type 
ST 


321-1928 


345-4048 


CGM  Capital  Development  Fund 
CGM  Mutual  Fund 


ST 
BA 


Clipper  Fund 

ST 

9601  Wilshire  Boulevard 

Beverly  Hills,  CA  90210 

(310)  247-3939  (local);  (800)  776-5033 

Colonial  Investment  Services 

One  Financial  Center 

Boston,  MA  02 111 

innAi  dor  nrn 

(800)  426-3750 

Colonial  Calif  Tax-Exempt-A 

MU 

Colonial  Connecticut  Tax-Exempt-A 

MU 

Colonial  Federal  Secunties-A 

BD 

Colonial  Fund-A 

BA 

Colonial  Global  Equity-A 

GS 

Colonial  Growth  Shares  Trust-A 

ST 

Colonial  High  Yield  Secs-A 

JU 

Colonial  Income  Fund-A 

BD 

Colonial  Mass  Tax-Exempt-A 

MU 

Colonial  Natural  Resources  Fund-A 

GS 

Colonial  Ohio  Tax-Exempt-A 

MU 

Colonial  Small  Stock  Fund-A 

ST 

Colonial  Strategic  Income-A 

BA 

Colonial  Tax-Exempt-A 

Kill  1 

MU 

Colonial  Tax-Exempt  Insured  Fund-A 

MU 

Colonial  US  Equity  Index-A 

ST 

Colonial  US  Government  Fund-A 

BD 

Colonial  Utilities  Fund-A 

BA 

Columbia  Funds  Management  Co 

PO  Box  1350 

Portland,  OR  97207-1350 

(503)  222-3600  (local);  (800)  547-1707 

Columbia  Balanced  Fund 

BA 

Columbia  Common  Stock  Fund 

ST 

Columbia  Fixed  Income  Securities 

BD 

Columbia  Growth  Fund 

ST 

Columbia  Municipal  Bond 

MU 

Columbia  Special  Fund 

ST 

Common  Sense  Distributors 

3120  Breckinridge  Boulevard 

Duluth,  GA  30199-0001 

(800)  544-5445 

Common  Sense-Government 

BD 

Common  Sense-Growth 

ST 

Common  Sense-Growth  &.  Income 

ST 

Fund 

Type 

Compass  Funds 

c/o  SEI  Corp  /  PO  Box  199 
Wayne,  PA  19087-0199 
(800)  451-8371 

Compass  Capital  Equity-Income 

ST 

Compass  Capital  Fixed  Income  Fund 

BD 

Compass  Capital  Growth 

ST 

Compass  Capital  Short/Intermediate 

BD 

Comstock  Partner  Strategy  Fund 

BD 

45  Broadway 

New  York,  NY  10006 

(212)  363-5555  (local);  (800)  334-6899 

Concord  Financial  Group 

MM 

156  West  56th  Street 

New  York,  NY  10019 

(800)  332-3863 

Copley  Financial  Services  Corp 

ST 

P0  Box  3287 

Fall  River,  MA  02722 

(508)  674-8459* 

Counsellors  Securities 

466  Lexington  Avenue 

New  York,  NY  10017-3147 

(800)  888-6878  (local):  (800)  257-5614 

Warburg  Pincus  Capital  Appreciation 

ST 

Warburg  Pincus  Emerging  Growth 

ST 

Warburg  Pincus  Growth  &  Income 

ST 

Warburg  Pincus  International  Equity 

FS 

Cowen  &  Co 

Financial  Square 

New  York,  NY  10005 

(212)  495-6000  (local);  (800)  221-5616 

ST 

"Will  accept  collect  calls. 
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nd 

Type 

an  Witter  Rpvnrtlrlc 

d  World  Trade  Center 

It  York,  NY  10048 

0)  869-3863 

an  Witter  American  Value  Fund 

ST 

an  Witter  Calif  Tax-Free  Income 

MU 

an  Witter  Capital  Growth  Sees 

ST 

an  Witter  Convertible  Sees 

BA 

an  Witter  Developing  Growth  Sees 

ST 

an  Witter  Dividend  Growth  Sees 

ST 

an  Witter  Equity  Income  Trust 

ST 

an  Witter  European  Growth  Fund 

FS 

an  Witter  Federal  Securities 

BD 

an  Witter  Global  S-T  Income 

GB 

an  Witter  High  Yield  Sees 

JU 

an  Witter  Intermediate  Income 

BD 

an  Witter  Managed  Assets 

BA 

an  Witter  M-S  Muni-Calif 

MU 

an  Witter  Natural  Resource  Devel 

ST 

an  Witter  NY  Tax-Free  Inc 

MU 

an  Witter  Pacific  Growth  Fund 

FS 

an  Witter  Prec  Metals  &  Minerals 

GS 

an  Witter  Premier  Income  Trust 

BD 

an  Witter  Strategist 

BA 

an  Witter  Tax-Exempt  Securities 

MU 

an  Witter  US  Govt  Securities 

BD 

an  Witter  Utilities 

ST 

an  Hiiicr  wdiuc-Muutru  iviki— equity 

o  1 

an  Witter  World  Wide  Income 

GB 

an  Witter  World  Wide  Investment 

GS 

me  Income  Trust 

BD 

tau/aro  nictrihntnrc 

lonalC  LMMI  lUUl'JI  o 

8  Market  Street 

ladelphia,  PA  19103-3682 

0)  523-4640 

laware  Group  Decatur  Fund  1 

ST 

laware  Group  Decatur  Fund  II 

ST 

laware  Group  Delaware  Fund 

BA 

laware  Group  Delcap  Fund  1 

ST 

laware  Group  Delchester  Fund 

JU 

laware  Group  Tax-Free  USA 

MU 

laware  Group  Treas  Res  Intermed 

BD 

laware  uroup  i  rtrnu 

o  1 

laware  Group  US  Government 

BD 

laware  Group  Value 

ST 

laware  Tax-Free  Pennsylvania 

MU 

rtcrp  ft  Prw 

!  Sansome  Street 

l  Francisco,  CA  94104 

5)  434-0311 

dge  &  Cox  Balanced 

BA 

dge  &  Cox  Income 

BD 

dge  &  Cox  Stock 

ST 

I  accept  collect  calls. 
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No-load  Growth  &  Income  Opportunity  -  #4  in  a  Series 


THE  #1  GROWTH 

AND  INCOME  FUND 

IS  NOW  NO-LOAD.  AND 


f 


I 


'  ■  ' 


Andunut  G.  OrjJtanos 

Pintjobn  Manager,  Warburg  Pineus 

Groom  &  Income  Fun  J, 
mux  I/I/Q2 


that's  just  the  start  of 
what's  nowWrrburgf  Pincus 
Growth  &  Income  Fund. 
Even  at  today's  market 
level,  we  continue  to  find 
"  undervalued  industries  and 


companies. 
Our  opportunistic  and 
more  aggressive  approach 
has  helped  us  to  achieve 
high  absolute  returns." 


One  Year  Total  Return 

(6/30/92-6/30/93) 


|16.23%"j  [  14.85%*] 

"Avg.  Annual  Total  Return 

(Inception  i 0/6/88-6/30/93) 


"Warburg  Pincus  Growth  &  Income  Fund,  formerly  named  RBB  Fquily  Growth  &  Income 
Fund,  ranked  #1  out  of  29,3  growth  and  income  funds  for  the  quarter  ending  3/31/93,  #1  out  of  31 1 
for  the  quarter  ending  6/30/93,  #4  out  of  262  for  the  year  ending  6/30/93,  and  #12  out  of  173  since 
inception,  according  to  Ltpper  Analytical  Services,  Inc.  The  hind  is  now  available  no-load.  Past 
performance  cannot  guarantee  Future  results.  Investment  return  and  share  price  will  fluctuate  and 
redemption  value  may  be  more  or  less  than  ongin;il  cost.  Standard  tV  Poor's  500  Stock  Price  Index 
is  a  widely  accepted  unmanaged  index  of  stock  market  performance  which  is  composed  ol  only 
equity  securities.  For  more  complete  information,  including  management  fees  and  expenses,  call  lor 
a  prospectus.  Read  it  carefully  !>eforc  investing.  ©  1993  Counsellors  Securities  Inc.,  distributor. 


CALL:  1-800-257-5614 

NEW  YORK,  NY 


Warburg  PincuS  Funds 


FUND  DISTRIBUTORS 

fUHBSUWBV 


Tund 

Type 

Dreyfus  Service  Corp 

1 44  Glenn  Curtiss  Boulevard 

Umondale,  NY  11556-0144 

(300)  645-6561 

Dreyfus  A  Bonds  Plus 

BD 

Dreyfus  Appreciation  Fund 

ST 

Dreyfus  Basic  Money  Market  Fund 

MM 

Dreyfus  BASIC  Municipal  MM 

MM 

Dreyfus  Calif  Intermed  Muni  Bond 

MU 

Dreyfus  Calif  Tax-Exempt  Bond 

MU 

Dreyfus  Capital  Growth 

ST 

Dreyfus  Capital  Value  Fund-A 

ST 

Dreyfus  Convertible  Securities  Fund 

BA 

Dreyfus  Edison  Electric  Index  Fund 

ST 

Dreyfus  Florida  Intermediate  Muni 

MU 

Dreyfus  Fund 

ST 

Dreyfus  Global  Investing  Fund-A 

GS 

Dreyfus  GNMA  Fund 

BD 

Dreyfus  Growth  &  Income  Fund 

ST 

Dreyfus  Growth  Opportunity 

ST 

Dreyfus  Insured  Municipal  Bond 

MU 

Dreyfus  Intermediate  Muni  Bond 

MU 

Dreyfus  Mass  Tax-Exempt  Bond 

MU 

Dreyfus  Municipal  Bond  Fund 

MU 

Dreyfus  New  Jersey  Intermed  Muni 

MU 

Dreyfus  New  Jersey  Municipal  Bond 

MU 

Dreyfus  New  Jersey  Municipal  MM 

MM 

Dreyfus  New  Leaders 

ST 

Dreyfus  NY  Insured  Tax-Exempt  Bond 

MU 

Dreyfus  NY  Muni  Cash  Management 

MM 

Dreyfus  NY  T-E  Bond  Fund 

MU 

Dreyfus  NY  Tax-Exempt  Intermed  Bond 

MU 

Dreyfus  100%  US  Treasury  Intermed 

BD 

Dreyfus  100%  US  Treasury  Long  Term 

BD 

Dreyfus  100%  US  Treasury  MM 

MM 

Dreyfus  100%  US  Treasury  S-T 

BD 

Dreyfus  Penn  Municipal  MM 

MM 

Dreyfus  Premier  GNMA-A 

BD 

Dreyfus  Short-Intermediate  Govt 

BD 

Dreyfus  Short-Intermediate  Tax-Ex 

MU 

Dreyfus  Strategic  Growth  LP 

ST 

Dreyfus  Strategic  Income 

BD 

Dreyfus  Strategic  Investing-A 

ST 

Dreyfus  Strategic  World  Investing 

GS 

Dreyfus  Third  Century 

ST 

Dreyfus  Worldwide  Dollar  MM 

MM 

First  Prairie  Diversified  Asset  Fund 

BA 

General  Calif  Municipal  Bond 

MU 

General  Calif  Municipal  MM 

MM 

General  Municipal  Bond 

MU 

General  NY  Municipal  Bond 

MU 

General  NY  Municipal  MM 

MM 

Peoples  Index  Fund 

ST 

Peoples  S&P  MidCap  Index  Fund 

ST 

Premier  California  Muni  Bond-A 

MU 

Premier  Municipal  Bond-A 

MU 

Premier  NY  Municipal  Bond-A 

MU 

Fund 

Type 

Premier  State  Muni-Connecticut-A 

-  MU 

Premier  State  Muni-Florida-A 

MU 

Premier  State  Muni-Maryland-A 

MU 

Premier  State  Muni-Michigan-A 

MU 

Premier  State  Muni-Minnesota-A 

MU 

Premier  State  Muni-Ohio-A 

MU 

Premier  State  Muni-Pennsylvania-A 

MU 

Dupree  Investment  Advisors 

MU 

PO  Box  1149 

Lexington,  KY  40589 

(606)  254-7741  (local);  (800)  866-0614 

Eaton  Vance  Distributors 

24  Federal  Street 

n      i         ma  no i  in 

Boston,  MA  02110 

(617)  482-8260  (local);  (800)  225-6265 

Eaton  Vance  California  Municipals 

MU 

Eaton  Vance  Equity-Income  Trust 

ST 

Eaton  Vance  Florida  Tax-Free  Fund 

MU 

Eaton  Vance  Government  Obligations 

BD 

Eaton  Vance  Growth 

ST 

Eaton  Vance  High  Income  Trust 

JU 

Eaton  Vance  Investors 

BA 

Eaton  Vance  Massachusetts  Tax-Free 

MU 

Eaton  Vance  Michigan  Tax-Free 

MU 

Eaton  Vance  Muni  Bond  Fund  LP 

MU 

Eaton  Vance  National  Municipals 

MU 

Eaton  Vance  New  Jersey  Tax-Free 

MU 

Eaton  Vance  New  York  Tax-Free 

MU 

Eaton  Vance  Ohio  Tax-Free 

MU 

Eaton  Vance  Penn  Tax-Free 

MU 

Eaton  Vance  Prime  Rate  Reserves 

BD 

Eaton  Vance  Short-Term  Global  Fund 

GB 

Eaton  Vance  Short-Term  Treasury 

BD 

Eaton  Vance  Special  Equities  Fund 

ST 

Eaton  Vance  Stock 

ST 

Eaton  Vance  Total  Return 

ST 

Fund 

Type 

Eclipse  Financial  Services 

P0  Box  2196 

Peachtree  City,  GA  30269 

(404)  631-0414*  (local);  (800)  872-2710 

ST 

Emerald  Asset  Management 

156  West  56th  Street 
New  York,  NY  10019 
(800)  637-6336 

Emerald  Equity  Fund 

ST 

Emerald  Florida  Tax-Exempt  Fund 

141  1 

MU 

Emerald  US  Government  Securities 

BD 

Enterprise  Group 

1200  Ashwood  Parkway 

Atlanta,  GA  30338 

(404)  396-8118  (local);  (800)  432-4320 

Enterprise  Group-Capital  Apprec 

ST 

Enterprise  Group-Growth 

ST 

Enterprise  Group-Growth  &  Income 

ST 

Equity  Services 

National  Life  Drive 

Montpelier,  VT  05604 

(800)  282-3863  (local);  (800)  233-4332 

Sentinel  Balanced  Fund 

BA 

Sentinel  Common  Stock 

ST 

Sentinel  Government  Securities  Fund 

BD 

Sentinel  Growth  Fund 

ST 

Sentinel  Tax-Free  Income 

MU 

FBL  Investment  Advisory  Services 

ST 

5400  University  Avenue 

West  Oes  Moines,  IA  50266 

(515)  225-5586  (local);  (800)  247-4170 

Federated  Securities  Corp 

1001  Liberty  Avenue 

Pittsburgh,  PA  15222-3779 

(800)  245-5000 

American  Leaders  Fund-A 

ST 

Federated  Growth  Trust 

ST 

Federated  High  Yield  Trust 

JU 

Federated  Intermediate  Municipal 

MU 

Federated  Stock  Trust 

ST 

First  Union-Balanced-B 

BA 

First  Union-Insured  Tax-Free-B 

MU 

First  Union-Value-B 

ST 

Fortress  Adjustable  Rate  US  Govt 

BD 

Fortress  Bond  Fund 

JU 

Fortress  Municipal  Income  Fund 

MU 

Fortress  Utility  Fund 

ST 

Fund  for  US  Government  Secs-A 

BD 

Government  Income  Securities 

BD 

*  Will  accept  collect  calls. 
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•una 

Type 

nternational  Equity  Fund-A 

FS 

nvest  Series-Cap  Growth-Invest 

ST 

nvest  Series-High  Quality  Stock 

ST 

.iberty  Equity  Income-A 

BA 

.iberty  High  Income  Bond  Fund-A 

JU 

.iberty  Muni  Securities-A 

KM  1  1 

MU 

.iberty  Utility  Fund-A 

ST 

%  ■      ion       _i  w—  ia 

stock  &  Bond  Fund-A 

BA 

"ower— Capital  Appreciation 

ST 

:idelity  Distributors  Corp 

Jevonshire  Street 

SOStOn,  MA 

800)  544-8888 

:idelity  Advisor  Growth  Opportunities 

ST 

:idelity  Advisor  High  Income  Muni 

MU 

:idelity  Advisor  High  Yield 

JU 

:idelity  Advisor  Income  &  Growth 

BA 

:idelity  Advisor  Short  Fixed-Income 

BD 

:idelity  Asset  Manager 

BA 

:idelity  Asset  Manager-Growth 

BA 

:idelity  Balanced  Fund 

BA 

:idelity  Blue  Chip  Growth 

ST 

:idelity  Calif  Tax-Free  Insured 

MU 

:idelity  Calif  Tax-Free  High  Yield 

MU 

"idelity  Canada  Fund 

FS 

:idelity  Capital  &  Income  Fund 

JU 

"idelity  Capital  Appreciation 

ST 

Fund 

Type 

Fidelity  Cash  Reserves 

MM 

Fidelity  Connecticut  Muni  MM 

MM 

Fidelity  Contrafund 

ST 

Fidelity  Convertible  Securities  Fund 

BA 

Fidelity  Daily  Income  Trust 

MM 

Fidelity  Destiny  Portfolio  1 

ST 

Fidelity  Destiny  Portfolio  II 

ST 

Fidelity  Disciplined  Equity 

ST 

Fidelity  Diversified  International 

FS 

Fidelity  Emerging  Growth  Fund 

ST 

Fidelity  Emerging  Markets 

FS 

Fidelity  Equity-Income  Fund 

ST 

Fidelity  Equity-Income  Fund  II 

ST 

Fidelity  Europe  Fund 

FS 

Fidelity  Fund 

ST 

Fidelity  Ginnie  Mae 

BD 

Fidelity  Global  Bond 

GB 

Fidelity  Government  Securities  Fund 

BD 

Fidelity  Growth  &  Income 

ST 

Fidelity  Growth  Company 

ST 

Fidelity  Intermediate  Bond 

BD 

Fidelity  Intl  Growth  &  Income 

FS 

Fidelity  Investment  Grade  Bond 

BD 

Fidelity  Low-Priced  Stock 

ST 

Fidelity  Magellan  Fund 

ST 

Fidelity  Market  Index  Fund 

ST 

Fidelity  Mass  Tax-Free  High  Yield 

MU 

Fund 

Type 

Fidelity  Michigan  Municipal  MM 

MM 

Fidelity  Michigan  Tax-Free  High  Yield 

MU 

fidelity  Minnesota  Tax-Free 

MU 

Fidelity  Mortgage  Securities 

BD 

Fidelity  NY  Tax-Free  High  Yield 

MU 

Fidelity  NY  Tax-Free  Insured 

MU 

Fidelity  Ohio  Municipal  MM 

MM 

Fidelity  Ohio  Tax-Free  High  Yield 

MU 

Fidelity  OTC  Portfolio 

ST 

Fidelity  Overseas  Fund 

FS 

Fidelity  Pacific  Basin 

FS 

Fidelity  Puritan  Fund 

BA 

Fidelity  Real  Estate  Investment 

ST 

Fidelity  Retirement  Growth 

ST 

Fidelity  Select-American  Gold 

GS 

Fidelity  Select-Automotive 

ST 

Fidelity  Select-Biotechnology 

ST 

Fidelity  Select-Broadcast  &  Media 

ST 

Fidelity  Select-Brokerage  &  Inv 

ST 

Fidelity  Select-Computers 

ST 

Fidelity  Select-Construct  &  Housing 

ST 

Fidelity  Select-Developing  Commun 

ST 

Fidelity  Select-Electric  Utilities 

ST 

Fidelity  Select-Electronics 

ST 

Fidelity  Select-Energy 

ST 

Fidelity  Select-Energy  Service 

ST 

Fidelity  Select-Environment  Services 

ST 

i  accept  collect  calls. 


Do  you  own  "Hie  Best  Performing 
1  Mutual  Fund  Of  All  Time"  ? 

Pioneer  Fund. 


65  years  young  and  not  ready  to  retire. 

oin  the  more  than  200,000  shareowners  who  are  enjoying  the  benefits  of  Pioneer  Fund  today. 
From  March  1, 1928,  to  June  30, 1993,  $10,000  in  Pioneer  Fund  grew  to  $25 ,939,865.* 


Ask  your  investment 
representative  today  about 
Pioneer  Fund  or  call  Pioneer  at: 

800-225*292 


You'll  fiel  a  free  prospectus  which  contains 
more  information  ahoui  the  Fund,  including 
charges  and  expenses.  Please  read  it  carefully 
hefore  you  invest  or  send  money. 

Value  Investing  Since  1928 


PIONEER 


Pioneer  Funds  Distributor.  Inc. 

60  Stale  Street 

Hoslnn.  Massachusetts  IL'llf) 


ideal  for  retirement  plans 


ud  Fund  Forecaster  (March  I,  L993),  corroborated  bj  the  independent  rating  service  CDA/Wiesenberger  (Mutual 

!s  Update,  December  'il .  IW2).  CDA/Wiesenberger  recognized  Pioneer  Fund  as  a  top  performer,  noting  that  Pioneer  Fund  turned  $10,000  into  nunc  than 
lillion  for  the  period  January  I .  I''  10  through  December  :il .  1992  -  outpacing  all  2')  other  long-term  fluids  in  its  universe.  Ml  fund  performance  assumes  the 
e8tmenl  of  all  distributions  and  the  deduction  of  the  maximum  sales  charge  of  5.75%  (10,  .r>  and  I  year  average  annual  total  returns  through  June  30,  l«W:{  are 

)8%.  9.46%  and  8.56%  respectively).  Past  performance  docs  not  guarantee  future  result'  .  Return  and  principal  value  will  fluctuate  and  an  investor's 

9,  when  redeemed,  may  lie  worth  more  or  less  than  their  original  cost.  No  adjustments  have  heen  made  for  income  taxes  payable  by  shareholders. 

~_  083093-FMX-1552 


FUND  DISTRIBUTORS 

niHfl  SURVEY 


Fund  Type 

FirfeSir/  Seiec!  financial  Services  ST 

Food  &  Agriculture  ST 

Fidelity  Select-Health  Care  ST 

Fidelity  Select-Home  Finance  ST 

fidelity  Select-Industrial  Equipment  ST 

Fidelity  Select-Leisure  ST 

Fidelity  Select-Medical  Delivery  ST 

Fidelity  Select-Prec  Metals  &  Mins  FS 

Fidelity  Select-Regional  Banks  ST 

Fidelity  Select-Retailing  ST 

Fidelity  Select-Software  &  Computer  ST 

Fidelity  Select-Technology  ST 

Fidelity  Select-Telecommunications  ST 

Fidelity  Select-Utilities  ST 

Fidelity  Short-Intermediate  Govt  BD 

Fidelity  Short-Term  Bond  Port  BD 

Fidelity  Short-Term  World  Income  GB 

Fidelity  Spec  Situations-Advisor  ST 

Fidelity  Stock  Selector  ST 

Fidelity  Tax-Exempt  Money  Market  MM 

Fidelity  Tax-Free-Aggressive  MU 

Fidelity  Tax-Free-High  Yield  MU 

Fidelity  Tax-Free-Insured  MU 

Fidelity  Tax-Free-Ltd  Term  Munis  MU 

Fidelity  Tax-Free-Municipal  Bond  MU 

Fidelity  Trend  Fund  ST 

Fidelity  Utilities  Income  ST 

Fidelity  Value  Fund  ST 

Fidelity  Worldwide  Fund  GS 
Spartan  California  Municipal  High  Yield  MU 

Spartan  California  Municipal  MM  MM 

Spartan  Connecticut  Muni  High  Yield  MU 

Spartan  Connecticut  Muni  MM  MM 

Spartan  Florida  Muni  Income  MU 

Spartan  Ginnie  Mae  Fund  BD 

Spartan  Government  Income  Fund  BD 

Spartan  High  Income  Fund  JU 

Spartan  Limited  Maturity  Govt  BD 
Spartan  Massachusetts  Municipal  MM  MM 

Spartan  Money  Market  Fund  MM 

Spartan  Municipal  Income  MU 

Spartan  Municipal  Money  Fund  MM 

Spartan  New  Jersey  Muni  High  Yield  MU 

Spartan  New  Jersey  Municipal  MM  MM 

Spartan  New  York  Muni  High  Yield  MU 

Spartan  New  York  Municipal  MM  MM 

Spartan  Pennsylvania  Muni  High  Yield  MU 

Spartan  Penn  Municipal  MM  MM 

Spartan  Short-Intermediate  Muni  MU 

Spartan  US  Government  MM  MM 

Spartan  US  Treasury  MM  Fund  MM 


Fund  Type 

First  American  Funds 

680  East  Swedesford  Road 
Wayne,  PA  19087 

(612)  973-llll-(local);  (800)  637-2548 

First  American  Special  Equity  Fund  ST 
First  American  Stock  Fund  ST 


Fiduciary  Management 

225  East  Mason  Street 

Milwaukee,  Wl  53202 

(414)  226-4556  (local);  (800)  338-1579 

Fiduciary  Capital  Growth  Fund 

ST 

Reynolds  Blue  Chip  Growth 

ST 

First  Eagle  Fund  of  America 

ST 

45  Broadway 

New  York,  NY  10006 

First  Investors  Management  Co 

95  Wall  Street 

New  York,  NY  10005 

(800)  423-4026 

First  Investors  Blue  Chip 

ST 

First  Investors  Fund  for  Income 

JU 

First  Investors  Global 

GS 

First  Investors  Government 

BD 

First  Investors  High  Yield 

JU 

First  Investors  Insured  Tax-Exempt 

MU 

First  Investors  NY  Insured  Tax-Free 

MU 

First  Investors  Total  Return  Fund 

BA 

Flagship  Financial 

One  First  National  Plaza 

Dayton,  OH  45402 

(800)  227-4648 

Flagship  Tax-Ex-AII-American-A 

MU 

Flagship  Tax-Ex-Conn  Double 

MU 

Flagship  Tax-Ex-Florida  Double 

MU 

Flagship  Tax-Ex-Ga  Double 

MU 

Flagship  Tax-Ex-Ky  Triple 

MU 

Flacfchin  Tav-Fv— 1  imitpH  Tpityi 
riagoiiip  idA  la  Liiiiitcu  icim 

MU 

Flagship  Tax-Ex-Michigan  Triple-A 

MU 

Flagship  Tax-Ex-Missouri  Double 

MU 

Flagship  Tax-Ex-NC  Triple 

MU 

Flagship  Tax-Ex-Ohio  Double-A 

MU 

Flagship  Tax-Ex-Tennessee  Double 

MU 

Flex  Funds 

PO  Box  7177 

Dublin,  OH  43017 

(800)  325-3539 

Flex-funds-Growth 

ST 

Flex-funds-Muirfield 

ST 

Flex-Funds-Short-Term  Global  Inc 

GB 

Fortis  Financial  Group 

PO  Box  64284 

St  Paul,  MN  55164 

(612)  738-4000  (local);  (800)  800-2638 

Fortis  Advantage-Asset  Allocation 

BA 

Fortis  Advantage-Capital  Apprec 

ST 

Fortis  Capital  Fund 

ST 

Fortis  Fiduciary  Fund 

ST 

Fortis  Growth  Fund 

ST 

Fortis  US  Govt  Securities 

BD 

Fund 

Type 

Forum  Financial  Services 

Two  Portland  Square 

Portland,  ME  04101 

(207)  879-1900 

Primp— Altiira  (ifivprnmpnt  Inrnmp 
■  tunc  mi lui a  uuvciiiiiiciii  inhume 

BD 

Prime-Altura  Tax-Free  Income  Bond 

MU 

Prime-Altura  ValuGrowth  Stock 

ST 

Prime  Value-Cash  Investment 

MM 

Prime  Value-US  Government 

MM 

Sound  Shore  Fund 

ST 

Founders  Asset  Management 

2930  East  Third  Avenue 

Denver,  CO  80206 

(303)  394-7800  (local);  (800)  525-2440 

FnnnHpr*;  RIiip  Thin 

ST 

Fminripr^  Di^rnvprv  Funrf 

i  uuiiuci  j  ui  jluvci  y  i  uiiu 

ST 

Founders  Equity  Income  Fund 

ST 

Founders  Frontier  Fund 

ST 

Founders  Growth  Fund 

ST 

Founders  Special  Fund 

ST 

Founders  Worldwide  Growth  Fund 

GS 

FPA  Fund  Distributors 

11400  West  Olympic  Boulevard 

Los  Angeles.  CA  90064 

(800)  982-4372 

FPA  Capital  Fund 

ST 

FPA  New  Income 

BD 

FPA  Paramount  Fund 

ST 

FPA  Perennial  Fund 

ST 

*  Will  accept  collect  calls. 
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d 

Type 

nklin  Distributors 

Mariner's  Island  Boulevard 

Mateo,  CA  94404-1585 

)  342-5236 

nklin  Adj  US  Government  Sees 

on 
til) 

nklin  AUt  High  income 

JU 

nklin  Alabama  Tax-Free  Income 

Ml  1 

MU 

nklin  Arizona  Tax-Free  Income 

Ml  1 

MU 

nklin  Calif  Insured  Tax-Free  Inc 

Ml  1 

rviu 

lklin  Calif  Tax-Free  Income 

Ml  1 

lklin  Colorado  Tax-Free  Income 

Ml  1 
IVIU 

nklin  Connecticut  Tax-Free  Income 

Ml  1 

mu 

nklin  Convertible  Securities  Fund 

D  A 
bA 

nklin  DynaTech  Fund 

CT 
O  1 

nklin  Equity  Fund 

CT 

bl 

nklin  Federal  Tax-Free  Income 

Ml  1 

rviu 

nklin  Florida  Tax-Free  Income 

Ml  1 

MU 

nklin  Georgia  Tax-Free  Income 

Ml  1 

MU 

nklin  Global  Government  Income 

nklin  bold  rund 

cc 
ro 

nklin  Growth  Fund 

CT 
o  I 

nklin  High  Yield  Tax-Free  Income 

Ml  1 
MU 

nklin  Income  Fund 

D  A 

nklin  Insured  Tax-Free  Income 

Ml  E 
MU 

nklin  Louisiana  Tax-Free  Income 

Ml  1 
MU 

nklin  Maryland  Tax-Free  Income 

Ml  1 

MU 

nklin  Mass  Insured  Tax-Free  Inc 

Ml  1 
MU 

nklin  Mich  Insured  Tax-Free  Inc 

Ml  1 

MU 

nklin  Minn  Insured  Tax-Free  Inc 

Ml  1 

MU 

nklin  Missouri  Tax-Free  Income 

Ml  1 

MU 

nklin  NJ  Tax-Free  Income 

Ml  1 

MU 

nklin  New  York  Insured  T-F  Inc 

Mil 
MU 

nklin  NY  Tax-Free  Income 

Ml  1 
MU 

nklin  NC  Tax-Free  Income 

Ml  1 

MU 

nklin  Ohio  Insured  Tax-Free  Income 

Ml  1 

MU 

nklin  Oregon  Tax-Free  Income 

Ml  1 

MU 

nklin  Penn  Tax-Free  Income 

Ml  1 

IV)  U 

nklin  PR  Tax-Free  Income  Fund 

Ml  1 

IVIU 

nklin  Rising  Dividends 

CT 
b  1 

nklin  bhort-lntermed  Ub  vaovt 

□  U 

nklin  Special  Equity  Income 

CT 
O  1 

nklin  Tax-Advantaged  US  Govt 

BD 

nklin  Texas  Tax-Free  Income 

MU 

nklin  US  Government  Securities 

BD 

nklin  Utilities  Fund 

ST 

nklin  Virginia  Tax-Free  Income 

MU 

mont  Funds 

GS 

3ox  193965 

Francisco,  CA  94119-3965 

))  548-4539 

ids  Distributor 

Exchange  Place 

ton,  MA  02109 

))  982-8782 

rris  Insight-Equity  Fund 

ST 

rpont  Capital  Appreciation  Fund 

o  1 

rpont  Equity  Fund 

ST 

rpont  International  Equity  Fund 

FS 

rpont  Tax-Exempt  Bond  Fund 

MU 

Fund 

Type 

Furman  Selz 

237  Park  Avenue 

New  York,  NY  10017 

(800)  662-8417 

Fmnirp  RiiilHpr  Tay-Frpp  Rnnri  f-iinH 
Ltnjjrc  duiiuci  i aA "iicc  uuiiu  runu 

MU 

FFR  Fiinri^— Pach  M^naopmpnt 

1  ID  1  UIIUO    VsdOll  IVIdl  IdgCIHCI  11 

MM 

FFB  US  Treasury  Fund 

■  i  i  j  \*  *j  i  itaoui  y  i  uiiu 

MM 

Pacifica  Asset  Preservation 

BD 

Pacifica  Balanced  Fund 

BA 

Pacifica  California  Tax-Free 

MU 

Pacifica  Equity  Value 

ST 

Pacifica  Government  Income  Fund 

BD 

Gabelli  &  Company 

One  Corporate  Center 

Rye,  NY  10580-1434 

(800)  422-3554 

(lahplli  As^Pt  Fund 

VJuUt.  Ill  nooCL  1  UIIU 

ST 

Gabelli  Convertible  Securities 

BA 

Gabelli  Equity  Income  Fund 

ST 

Gabelli  Growth  Fund 

ST 

Gabelli  Small  Cap  Growth  Fund 

ST 

Gabelli  Value  Fund 

ST 

Galaxy  Funds 

440  Lincoln  Street 

Worcester,  MA  01605 

(800)  628-0414 

ftalaw  As«;pt  Allnratinn-Rptail 

BA 

Galaxy  Equity  Growth-Retail 

ST 

f^alayv  Fnuitv  Inrnmp-Rptail 

vjdldAy  i_»_|Uiiy  iiii^uuic  rxciaii 

ST 

Galaxy  Equity  Value-Retail 

ST 

Galaxy  Government  Fund 

MM 

Galaxy  High-Quality-Retail 

BD 

Galaxy  Intermediate  Bond-Retail 

BD 

Galaxy  Money  Market  Fund 

MM 

Galaxy  Small  Company  Equity-Retail 

ST 

Galaxy  Tax-Exempt  Bond-Retail 

MU 

GAM  Funds 

135  East  57th  Street 

tl          w      1      RIW    1  j  ill  '"1  ■  ) 

New  York,  NY  10022 

(212)  888-4200* 

GAM  International  Fund 

FS 

GAM  Pacific  Basin  Fund 

FS 

Gateway  Trust 

ST 

400  Technecenter  Drive 

Milford,  OH  45150 

(800)  354-S339 

ftpnpraf  ^pruritips 

VJCIICldl  JCUUI  1 IIC  J 

ST 

701  Fourth  Avenue  South 

Minneapolis,  MN  55415 

(800)  331-4923 

Fund 

Type 

Gintel  &  Co 

Six  Greenwich  Office  Park 

Greenwich,  CT  06831 

(oUU)  rto-oouo 

Gintel  Erisa  Fund 

ST 

Gintel  Fund 

ST 

GIT  Investment  Services 

ST 

1655  North  Fort  Myer  Drive 

Arlington,  VA  22209 

(800)  336-3063 

GNA  Investors  Trust 

BD 

Two  Union  Square 

Seattle,  WA  98101-2336 

(206)  625-1755*  (local);  (800)  426-5520 

Goldman  Sachs  Funds 

6060  Sears  Tower 

Chicago,  IL  60606 

(800)  762-5035 

Centerland  Kleinwort  Benson  Intl  Eq 

FS 

GS  Capital  Growth 

ST 

GS  Global  Income  Fund 

GB 

GS  Select  Equity  Fund 

ST 

Gradison  Mutual  Funds 

580  Walnut  Street 

Cincinnati,  OH  45202 

(513)  579-5044  (local);  (800)  869-5999 

Gradison-McDonald  Established  Value 

ST 

Gradison-McDonald  Government  Income 

BD 

Gradison-McDonald  Opportunity  Value 

ST 

Great  Western  Sierra  Trust  Funds 

888  South  Figueroa  Street 

Los  Angeles,  CA  90017 

(800)  222-5852 

Sierra-California  Municipal 

Ml  1 

MU 

Sierra-Corporate  Income  Fund 

bU 

Sierra-Emerging  Growth 

ST 

Sierra-Growth  &  Income  Fund 

ST 

Sierra-International  Growth 

FS 

Sierra-National  Municipal 

MU 

Sierra-US  Government 

BD 

Greenspring  Fund 

ST 

2330  West  Joppa  Road 

Lutherville,  MD  21093-4641 

(410)  823-5353*  (local);  (800)  366-3863 

GT  Global  Financial  Services 

50  California  Street 

San  Francisco,  CA  94111 

(800)  548-9995 

GT  America  Growth-A 

ST 

GT  Europe  Growth-A 

cc 
ro 

GT  Global  Emerging  Markets-A 

FS 

GT  Global  Government  Income-A 

GB 

GT  Global  Growth  &  Income-A 

GS 

accept  collect  calls. 


FUHD  DISTRIBUTORS 

WHO  SURVtY   


Type 

f;Y  HSnbfll  Hsalth  Care-A 

GS 

•  '  'rrtntinnal  Growth- A 

U  7  UHv*J€)l  l liLul  iiauuiiai  vji  uw  li  i  n 

FS 

ftT  Gtnhat  *\trAtpcir  Inrnmp-A 
ui  uiuuui  ouaicgn-  iiiuuiiic  n 

GB 

GT  Global  Telecommunications-A 

ST 

GT  Japan  Growth- A 

FS 

GT  Latin  America  Growth-A 

FS 

GT  Pacific  Growth-A 

FS 

GT  Worldwide  Growth-A 

GS 

Guardian  Investor  Services  Corp 

ST 

201  Park  Avenue  South 

New  York,  NY  10003 

(800)  221-3253 

John  Hancock  Advisers 

101  Huntington  Avenue 

Boston,  MA  02199 

(800)  225-5291 

Inhn  H^nrnrk  A<^pt  Allocation  Fund 

Jvllll  riallvUvTV  njJCi  nllUtaLIUII  1  UIIU 

BA 

lohn  H^nrnrk  Di^cnvprv  FunH-A 

JUIMI  rial  ll*UV>f\  L/I31UVC1JF  1  UIIU  n 

ST 

Inhn  Hancock  Frppdnm  Glohal-A 

j  ' j  •  1 1 1  iiaiii*uvr\  i  itcuvin  viivi/ui  n 

GS 

Inhn  Hancnck  FrppHnm  Global  Inr-A 

GB 

lohn  Hancock  Frppriom  Global  Tpch 

ST 

Inhn  Hanrnrk  Frppdnm  Gold  &  Govt -A 

JUIIIl  riaiiuu^n  I  ICCUUIII  vlUlU  W  UUVl  n 

ST 

Inhn  Hancnck  Frppdnm  Mnpri  Tax-Fk-A 

JUIIIl  llaiivUUn  I  iccuuiii  ivnigu  la*  l_A  n 

MU 

Inhn  Hancnck  FrppHnm  Natl  Av  &  Tprh 

JUIIIl  IICIIHUvf\  1  ICCUUIII  Hall  n»  Ot  ICwl 

ST 

John  Hancnck  Frppriom  Rppinnal  Rank-A 

ST 

John  Hancock  FreBdom  S-T  World  Inc-A 

GB 

John  Hancock  Growth  Funri-A 

JUIIIl    1  IQIIViVvn  UIVHlll    I  UIIU    ■  » 

ST 

John  Hancock  Limitpd  Tprm  Govt-A 

</viiii  iiviiivwn  liiiiiilu   i  vi  hi  HVI  i  n 

BD 

John  Hdncock  Sovereign  Achievers-A 

ST 

John  Hancock  ^ovprpi^n  Bonri-A 

•fviiui  i  laiiifWn  kjvv^i vicii  uvnu  n 

BD 

John  Hancock  Sovereign  Investors-A 

ST 

John  Hancock  Sovereign  US  Govt  Inc-A 

BD 

John  Hancock  Special  Equities-A 

ST 

John  Hancock  Strategic-Income 

JU 

John  Hancock  Tax-Exempt  Income 

MU 

HCA  Securities 

One  SeaGate 

Toledo,  OH  43666 

(419)  247-2477  (local);  (800)  422-1050 

Harhnr  Rnnri 
iiaiuui  uui iu 

BD 

Harbor  Capital  Appreciation 

ST 

Harbor  Growth  Fund 

ST 

Harbor  International 

FS 

Harbor  Short  Duration 

BD 

Harbor  Value  Fund 

ST 

Heartland  Advisors 

ST 

790  North  Milwaukee  Street 

Milwaukee,  Wl  53202 

(414)  347-7777*  (local);  (800)  432-7856 

Heine  Securities 

51  John  F  Kennedy  Parkway 

Short  Hills,  NJ  07078 

(800)  448-3863 

Mutual  Series  Fund-Beacon 

ST 

Mutual  Series  Fund-Mutual  Shares 

ST 

Mutual  Series  Fund-Qualified 

ST 

'Will  accept  collect  calls. 


Fund 

Type 

Heritage  Asset  Management 

880  Carillon  Parkway 

St  Petersburg,  FL  33716 

(813)  573-8143  (local);  (800)  421-4184 

Heritage  Capital  Appreciation 
Heritage  Income-Growth  Trust 
Heritage  Income-Ltd  Maturity  Govt 

ST 
BA 
BD 

JJB  Milliard,  WL  Lyons 

P0  Box  32760 

Louisville,  KY  40232 

(502)  588-8400  (local);  (800)  444-1854 

ST 

Wayne  Hummer  &  Co 

300  South  Wacker  Drive 
Chicago,  IL  60606 

(312)  431-1700  (local);  (800)  621-4477 

ST 

Huntington  Investments 

251  South  Lake  Avenue 
Pasadena,  CA  91101 
(800)  826-0188 

Huntington-Global  Currency 
Huntington-Hard  Currency 
Huntington-High  Income  Currency 

GB 
GB 
GB 

Hyperion  Capital  Management 

520  Madison  Avenue 
New  York,  NY  10022 
(800)  497-3746 

Hyperion  Short  Duration  US  Govt  1 
Hyperion  Short  Duration  US  Govt  II 

BD 
BD 

IAA  Trust  Company 

PO  Box  2901 

Bloomington,  IL  61702-2901 
(309)  557-3222 

ST 

Fund 

Type 

IAI  Funds 

PO  Box  357 

Minneapolis,  MN  55440 

(612)  376-2700  (local);  (800)  945-3863 

IAI  Balanced  Fund 

BA 

IAI  Bond  Fund 

BD 

IAI  Emerging  Growth 

ST 

IAI  International  Fund 

FS 

IAI  Regional  Fund 

ST 

IAI  Stock  Fund 

ST 

IDS  Financial  Services 

IDS  Tower  10 

Minneapolis,  MN  55440 

(800)  328-8300 

IDS  Blue  Chip  Advantage  Fund 

ST 

IDS  Bond  Fund 

BD 

IDS  California  Tax-Exempt 

MU 

IDS  Discovery  Fund 

ST 

IDS  Diversified  Equity  Income  Fund 

ST 

IDS  Equity  Plus 

ST 

IDS  Extra  Income 

JU 

IDS  Federal  Income 

BD 

IDS  Global  Bond 

GB 

IDS  Global  Growth 

GS 

IDS  Growth  Fund 

ST 

IDS  High  Yield  Tax-Exempt 

MU 

IDS  Insured  Tax-Exempt 

MU 

IDS  International  Fund 

FS 

IDS  Managed  Retirement 

ST 

IDS  Minnesota  Tax-Exempt 

MU 

IDS  Mutual 

BA 

IDS  New  Dimensions 

ST 

IDS  New  York  Tax-Exempt  Fund 

MU 

IDS  Precious  Metals 

FS 

IDS  Progressive  Fund 

ST 

IDS  Selective  Fund 

BD 

IDS  Stock  Fund 

ST 

IDS  Strategy-Aggressive  Equity 

ST 

IDS  Strategy-Equity 

ST 

IDS  Strategy-Income 

BD 

IDS  Strategy-Short-Term  Income 

BD 

IDS  Strategy-Worldwide  Growth 

FS 

IDS  Tax-Exempt  Bond 

MU 

IDS  Utilities  Income 

ST 

InterSecurities 

201  Highland  Avenue 

Largo,  FL  34640 

(800)  o24-4339 

IDEX  Fund 

ST 

IDEX  II  Growth 

ST 

IDEX  Fund  3 

ST 

Invesco  Funds  Group 

PO  Box  173706 

Denver,  CO  80217-3706 

(303)  930-6300  (local);  (800)  525-8085 

EBI  Equity  Fund 

ST 

EBI  Flex  Fund 

BA 

Financial  Tax-Free  Income  Shares 

MU 

210 
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FOR  LOWER  RISK 


T.  Rows  Price  Equity  Income  Fund  pursues  current  income  and 
capital  appreciation  by  investing  in  established  companies  that  pay 
above-average  dividends.  This  dividend  focus  helps  cushion  share  price 
volatility  during  market  downturns. 

Morningstar,  an  independent  publisher  of  financial  information  and 
mutual  fund  ratings,  awarded  the  Fund  a  4-star  rating  (****)  for  its 
risk-adjusted  performance.* $2,500  minimum  ($1,000  for  IRAs). 
No  sales  charges. 


Call  24  hours  for  a  free  report 
1-800-541-6627 


Invest  With  Confidence 

T.RoweRiee 


EIF019188 


*  Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  6/30/93.  This 
rating  may  change  monthly.  Ratings  are  calculated  from  the  Fund's  3-  and  5-year  average  annual 
returns  with  fee  adjustments,  and  a  risk  factor  that  reflects  fund  performance  relative  to  3-month 
Treasury  bill  monthly  returns.  Only  the  top  33%  of  funds  in  an  investment  category  may  receive  4 
or  5  stars.  Past  performance  does  not  guarantee  future  results.  Investment  return  and  principal  will 
vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  Request  a 
prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and 
expenses.  Read  it  carefully  before  you  invest  or  send  money. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Vanguard/Wellesley  Income  Fund 

A  CONSERVATIVE  FUND 
DESIGNED  FOR  HIGH  INCOME 


If  you  are  looking  for  an  income  fund 
that  seeks  high  current  income  with 
the  potential  for  moderate  capital 
growth,  then  the  Vanguard/Wellesley 
Income  Fund  may  be  for  you. 

The  Fund  invests  approximately 
60%  of  its  assets  in  fixed  income  secu- 
rities—primarily U.S.  Government 
and  investment  grade  corporate 
bonds.  The  remainder  is  invested  in 
dividend-paying  common  stocks. 
Thus,  current  income  is  generated 
from  bonds  and  stocks. 

Wellesley's  combination  of  bonds 
and  stocks  offers  the  high  quality, 
balance  and  diversification  that 
many  conservative  investors  seek. 

Wellesley  is  a  pure  no-load  fund. 
The  minimum  initial  investment  is 
$3,000... $500 for  IRAs. 

Vanguard  Marketing  Corp.,  Distributor 


Call  1-800-523-0352 
For  A  Free  Information  Kit 

'"please  send  me  a  free  Information  Kit"' 

containing  a  prospectus  with  more 
complete  information  on  Wellesley 
Income  Fund,  including  advisory  fees, 
distribution  charges  and  other  expenses. 
I  will  read  it  carefully  before  I  invest  or 
send  money  Also  send  information  on: 
□  IRA  (71)    □  IRA-SEP  (08) 

Vanguard/Wellesley  Income  Fund 

P.O.  Box  2800 
Valley  Forge,  Pennsylvania  19482 

Name  


Address. 


City. 


State 

(27) 


.Zip. 


FBK3-242^j 


THEVanOTardGROUP 

*^OF  INVESTMENT  COMPANIES  > 


FUND  DISTRIBUTORS 

FUND  SURVEY 


Fund 

Type 

Kemper  Financial  Services 

120  South  LaSalle  Street 

Chicago,  IL  60603 

(800)  621-1048 

Kpmnpr  Adiustahlp  Rate  US  Govt 

r\ClliJJtl  rtUJUdlaUIC  lAOlC  \J  O  U*J*l 

BD 

Kpmnpr  RIiip  Chin 

ST 

Hpmnpr  California  Tax-Frpp  Inromp 

MU 

Kpmnpr  Diversified  Inromp 

JU 

Kpmnpr  Fnvironmpntal  ^prvirps  Fund 

■  \CIIIUCI    L-l  I  ¥  II  \Ji  II 1 ICI 1  ICJ  1   tJCI  »  IVjCj  1  UIIU 

ST 

Kpmnpr  Florida  Tax-Frpp  Inromp 

iacmiuci  i  iui  iua  i  aA  i  ice  iiiuuiiic 

MU 

Kpmnpr  Growth  FunrJ 

■  \CHI|Jd    vIlUvYUI  1  UIIU 

ST 

Kpmnpr  Hiph  YipIH  Fund 

JU 

Kpmnpr  Inr  fL  Pan  Prpspn/ation 

fXCIIIUCI   lllv  U(  VCip  I  ICOCI  VallUII 

BD 

Kemper  International  Fund 

FS 

Kpmnpr  Invpst—Divprsifipd -Initial 

IXCIIIUCI     1  1  IVC  Jl     L^IVdOHICU  IIIIIIQI 

BD 

Kpmnpr  Invpst— Gnvprnmpnt-lnttial 

IWI 1  IU"7I    1 1 1  VC<31 UWGI  IIIIIGItl  lllliiai 

BD 

Kpmnpr  Invpst— Growth-Initial 

r\ci  i  ipci  1 1 1 vc31^aji  uwui  ■  1 1 1 1 la  i 

ST 

Kpmnpr  Invest— Hiph  Yield-Initial 

JU 

Kemper  Invest-S-I  Govt-initial 

BD 

Kemper  Invest-S-T  Global-Initial 

GB 

Kpmnpr  Invpst— Total  Rptiirn-lnitial 

i\^iiiu^i  IIIVC31    I  uiai  uuiui  ii  niiiiQi 

BA 

Kpmnpr  Mnnpv  Markpt— Hnvt  ^pr^ 

l\tlllL/tl    lflV/llv>JF   IVIQinCl    UUl  l  vJCVO 

MM 

Kpmnpr  Mnnpv  Markpt— Tax-Fypmnt 

MM 

Kpmnpr  Mimirinal  RnnH 

■  \dll|Jd   IVI  Ul  1 11* 1  WO  1  LIUIIU 

MU 

Kpmnpr  Npw  Ynrk  TAX-Frpp 

T\CI,l|Jd    ISCYf    1  Vl  l\    laA  1  ICC 

MU 

Kemper  Retirement  Fund  1 

BA 

Kemper  Retirement  Fund  II 

BA 

Kemper  Retirement  Fund  III 

BA 

Kemper  Short-Term  Global  Income 

GB 

Kemper  Small  Capitalization  Equity 

ST 

Kemper  Technology  Fund 

ST 

Kemper  Total  Return 

BA 

Kemper  US  Government  Securities 

BD 

Keystone  Distributors 

P0  Box  2121 

Boston,  MA  02106-2121 

(800)  343-2898 

Hartweli  Emerging  Growth-A 

ST 

Hartwell  Growth  Fund-A 

ST 

Kevstonp  America  Can  Prps  &  Inr  ll-R 

1\\rJ  Jlvl  It    nilltl  ILO   VQU   1    ICO  V*    M  IVr    11  U 

BD 

Kpvstonp  Amprira  Fnnitv  Inromp. A 

ST 

Keystone  Amprira  Omppa-A 

ji,wnt  miiwiit«ci  viiivgu  r\ 

ST 

Kevstone  Amprira  Stratppir  Inr-A 

JU 

Kevstone  Amprira  TaY-Frpp  Inr-A 

iXCJFJlUIIC  nillC'ILd   1  OA  1  ICC  1 1 1\»  r\ 

MU 

Kevstonp  Custodian  R-1 

r\Cj9lUilC  VUolUvi  !<j  >  1  o  x 

RH 

Kevstone  Custodian  R-? 

BD 

Kevstonp  Custodian  R-4 

JU 

Kpvstnnp  Custodian  K-1 

i\CJJLUIIC  wUdlUUlall  fx  A 

BA 

Kevstone  Custodian  K-? 

ST 

Kpvstonp  Custodian 

ST 

Kevstone  Custodian 

ST 

Keystone  Custodian  S-4 

ST 

Keystone  International  Fund 

FS 

Keystone  Precious  Metals 

FS 

Keystone  Tax-Exempt  Trust 

MU 

Keystone  Tax-Free  Fund 

MU 

Fund 

Type 

Kidder,  Peabody 

60  Broad  Street 

New  York,  NY  1U0U4-2350 

(212)  510-8101  (local);  (800)  543-3373 

Kidder,  Peabody  Equity  Income-A 

ST 

Kidder,  Peabody  Global  Equity-A 

GS 

Landmark  Funds  Broker-Dealer  Services 

Citibank  Center 

New  York,  NY  10043 

\t-Lc)  004-04JO    \IUldl/,           040  JJUU 

Landmark  Balanced  Fund 

BA 

Landmark  Equity  Fund 

Landmark  NY  Tax-Free  Income 

Laurel  Funds  ST 

5700  Corporate  Drive 
Pittsburgh,  PA  15237-5861 
(800)  235-4331 

Legg  Mason  Wood  Walker 

111  South  Calvert  Street 
Baltimore,  MD  21202 
(410)  539-0000*  (local):  (800)  822-5544 

Legg  Mason  Inc-US  Govt  Intermed  BD 

Legg  Mason  Maryland  Tax-Free  Inc  MU 

Legg  Mason  Special  Investment  ST 

Legg  Mason  Total  Return  Trust  ST 

Legg  Mason  Value  Trust  ST 

Lexington  Management  Corp 

P0  Box  1515 

Saddle  Brook,  NJ  07662 

(800)  526-0056 

Lexington  Corp  Leaders  Trust  Fund  ST 
Lexington  Global  Fund  GS 
Lexington  GNMA  Income  BD 
Lexington  Goldfund  GS 
Lexington  Growth  &  Income  Fund  ST 
Lexington  Strategic  Investments  FS 
Lexington  Worldwide  Emerging  Mkts  FS 

Liberty  Securities 

600  Atlantic  Avenue 
Boston,  MA  02210-2214 
(800)  872-5426 

Liberty  Financial  Tax-Free  Bond  MU 
Liberty  Financial  US  Govt  Sees  BD 
Liberty  Financial  Utilities  Fund  ST 

Lieber  &  Co 

2500  Westchester  Avenue 
Purchase,  NY  10577 
(800)  235-0064 

Evergreen  American  Retirement  BA 
Evergreen  Foundation  Fund  BA 
Evergreen  Fund  ST 
Evergreen  Global  Real  Estate  GS 
Evergreen  Limited  Market  ST 
Evergreen  Total  Return  ST 
Evergreen  Value  Timing  ST 


Fund 

Type 

Lincoln  Investment  Planning 

218  Glenside  Avenue 

Wyncote,  PA  19095-1595 

(800)  242-1421 

Rightime  Blue  Chip 

ST 

Rightime  Fund 

ST 

Rightime  Growth  Fund 

ST 

Rightime  MidCap  Fund 

ST 

Lindner  Management  Corp 

7711  Carondelet  Avenue 

St  Louis,  MO  63105 

(214)  727-5305 

Lindner  Dividend  Fund 

ST 

Lindner  Fund 

ST 

Lord  Abbett  &  Co 

767  Fifth  Avenue 

New  York,  NY  10153-0203 

(800)  874-3733 

Affiliated  Fund 

Lord  Abbett  Bond-Debenture  Fund 
Lord  Abbett  Calif  Tax-Free  Income 
Lord  Abbett  Developing  Growth 
Lord  Abbett  Equity  Fund 
Lord  Abbett  Fundamental  Value 
Lord  Abbett  Global  Fund-Equity 
Lord  Abbett  Global  Fund-Income 
Lord  Abbett  Tax-Free  Income-Florida 
Lord  Abbett  Tax-Free  Income-Natl 
Lord  Abbett  Tax-Free  Income-NJ 
Lord  Abbett  Tax-Free  Income-New  York 
Lord  Abbett  Tax-Free  Income-Texas 
Lord  Abbett  US  Government  Sees 
Lord  Abbett  Value  Appreciation 


Lutheran  Brotherhood  Securities 

625  Fourth  Avenue  South 

Minneapolis,  MN  55415 

(612)  339-8091  (local);  (800)  328-4552 

Lutheran  Brotherhood  Fund 

ST 

Lutheran  Brotherhood  High  Yield 

JU 

Lutheran  Brotherhood  Income  Fund 

BD 

Lutheran  Brotherhood  Muni  Bond 

MU 

Mackenzie/Ivy  Group  of  Funds 

PO  Box  5007 

Boca  Raton,  FL  33431-0807 

(800)  456-5111 

Ivy  Growth  Fund 

ST 

Ivy  International  Fund 

FS 

Mackenzie  American  Fund 

ST 

Mackenzie  Canada  Fund 

FS 

Mackenzie  Fixed  Income  Trust 

BD 

Mackenzie  North  American  Fund 

BA 

Mairs  &  Power 

ST 

332  Minnesota  Street 

St  Paul,  MN  55101 

(612)  222-8478 

'Will  accept  collect  calls. 
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Fund  Type 

Mathers  Fund  ST 

100  Corporate  North 
Bannockburn,  IL  60015 
(800)  962-3863 

Mentor  Growth  Fund  ST 

PO  Box  1357 
Richmond,  VA  23211 
(800)  472-0090 

Meridian  Fund  ST 

60  East  Sir  Francis  Drake  Blvd 
Larkspur,  CA  94939 

(415)  461-6237  (local);  (800)  446-6662 

Merrill  Lynch  Funds  Distributor 

PO  Box  9011 

Princeton,  NJ  08543-9011 
(800)  637-3863 


Merrill 

Lynch  Adjustable  Rate  Secs-A 

BD 

Merrill 

Lynch  Bal  Inv  &  Retire-A 

BA 

Merrill 

Lynch  Basic  Value  Fund-A 

ST 

Merrill 

Lynch  Calif  Muni  Bond-A 

MU 

Merrill 

Lynch  Capital-A 

ST 

Merrill 

Lynch  Corp-High  Income-A 

JU 

Merrill 

Lynch  Corp-High  Quality-A 

BD 

Merrill 

Lynch  Corp-lntermediate-A 

BD 

Merrill 

Lynch  Devel  Capital  Mkts 

FS 

Merrill 

Lynch  Dragon  Fund-A 

FS 

Merrill 

Lynch  EuroFund-A 

FS 

Merrill 

Lynch  Federal  Securities-A 

BD 

Merrill 

Lynch  Florida  Muni  Bond-A 

MU 

Merrill 

Lynch  Fund  for  Tomorrow-A 

ST 

Merrill 

Lynch  Global  Allocation- A 

GS 

Merrill 

Lynch  Global  Bond  Inv  &  Ret-A 

GB 

Merrill 

Lynch  Global  Utility-A 

GS 

Merrill 

Lynch  Grow  Inv  &  Retire-A 

ST 

Merrill 

Lynch  Healthcare  Fund-A 

GS 

Fund 

Type 

Merril 

Lynch  High  Income  Muni  Bond 

MU 

Merril 

Lynch  Intl  Holdings-A 

GS 

Merril 

Lynch  Latin  American-A 

FS 

Merril 

Lynch  Muni— Insured-A 

MU 

Merril 

Lynch  Muni— Ltd  Maturity- A 

MU 

Merril 

Lynch  Muni— National-A 

MU 

Merril 

Lynch  Municipal  Income-A 

MU 

Merril 

Lynch  Natural  Resources-A 

ST 

Merril 

Lynch  NJ  Muni  Bond-A 

MU 

Merril 

Lynch  NY  Muni  Bond-A 

MU 

Merril 

Lynch  Pacific -A 

FS 

Merril 

Lynch  Penn  Muni  Bond-A 

MU 

Merril 

Lynch  Phoenix-A 

BA 

Merril 

Lynch  Prime  Fund 

BD 

Merril 

Lynch  S-T  Global  Income-A 

GB 

Merril 

Lynch  Special  Value-A 

ST 

Merril 

Lynch  Strategic  Div-A 

ST 

Merril 

Lynch  Technology-A 

GS 

Merril 

Lynch  World  Income-A 

GB 

Merriman  Investment  Trust 

1200  Westlake  Avenue  North 
Seattle,  WA  98109 

(206)  285-8877  (local);  (800)  423-4893 

Merriman  Asset  Allocation  Fund 
Merriman  Capital  Appreciation  Fund 

Midwest  Strategic 

312  Walnut  Street 
Cincinnati,  OH  45202 
(800)  543-8721 

MIM  Stock  Appreciation 

4500  Rockside  Road 

Cleveland,  OH  44131-6809 

(216)  642-3000  (local);  (800)  233-1240 

Mimlic  Sales  Corp 

PO  Box  64132 

St  Paul,  MN  55164-9800 

(800)  443-3677 

Mimlic  Asset  Allocation 
Mimlic  Investors  Fund  I 

Monetta  Fund 

1776-A  South  Naperville  Road 
Wheaton,  IL  60187-8133 
(800)  666-3882 

Montgomery  Small-Cap  Fund 

600  Montgomery  Street 
San  Francisco,  CA  94111 
(800)  428-1871 

Montgomery  Emerging  Markets  Fund 
Montgomery  Small  Cap  Fund 

Morgan  Keegan  &  Co 

50  North  Front  Street 
Memphis,  TN  38103 
(800)  366-7426 


BA 
ST 

ST 


ST 


BA 

ST 

ST 


FS 
ST 

ST 


FUND  DISTRIBUTORS 

FUND  SURVEY   


Tund 

Type 

MSB  Fund 

ST 

130  Madison  Avenue 

New  TorK,  NY  jUUI/ 

IQ(\t\\  C71  COC>1 

(oUU)  0Jl-bJb4 

Murphey  Favre 

West  601  Riverside  Avenue 

Spokane,  wa  bsiiii 

/Gnn\  cyi  q  on70 
(8UU) 

Composite  Bond  &  Stock 

BA 

Composite  Growth  Fund 

ST 

Composite  Northwest  50  Fund 

CT 

ST 

Composite  Tax-Exempt  Bond  Fund 

Ml  1 

MU 

Composite  US  Government  Sees 

Dr, 

ou 

Mutual  Benefit 

ST 

tyu  Westminster  otreei 

Providence,  w  u^yuj 

/Onn\  010  470C 

(i.UU)  3<:3-4//!b 

Mutual  of  Omaha  Fund  Management 

IUzjd  Kegency  Oircle 

nm,L,  Mr  CQ1  1  /I 

umana,  Nt  ool  14 

(800)  228-9596 

Mutual  of  Omaha  Growth  Fund 

CT 

Mutual  of  Omaha  Income  Fund 

DA 

oA 

Mutual  of  Omaha  Tax-Free  Income 

Ml  1 

MU 

National  Industry  Fund 

ST 

loUl  Oentury  rark  tast 

Los  Angeles,  OA  yuub/ 

U1U)  ill-mil  (local);  (oOU)  3b/-/iS14 

Nations  Fund 

ST 

One  Nations  Bank  Plaza 

unariotte,  nl  ^o/dd 

(olIU)  0^1-/oD4 

Nationwide  Financial  Services 

One  Nationwide  Plaza 

t/Olumous,  UH  4jz1d 

/o/in'i  quo  noon 
(oUU)  o4o-U9<!U 

Nationwide  Bond  Fund 

BD 

Nationwide  Fund 

CT 

Nationwide  Growth  Fund 

CT 

ST 

Nationwide  Tax-Free  Income  Fund 

MU 

Neuberger  &  Berman  Management 

605  Third  Avenue 

Mmi,  VnrL    MV  1A1CO  nnnc 

New  York,  NY  lUloo-UUUb 

(800)  877-9700 

N  &  B  Genesis  Fund 

ST 

N  &  B  Guardian  Fund 

ST 

N  &  B  Limited  Maturity  Bond 

BD 

rund 

Type 

N  &  B  Manhattan  Fund 

ST 

N  &  d  Partners  rund 

CT 
91 

N  &  d  selected  sectors 

CT 

51 

M  O    D  MUrt  CkAvt  DamI 

N  &  d  Ultra  snort  Bono 

on 

DU 

New  Alternatives  Fund 

ST 

295  Northern  Boulevard 

p.n.i  MnAi/  mv  iinoi 
breat  Neck,  ny  llU/!l 

1,010)  4O0-U8UB 

New  USA  Fund 

ST 

lzbDn  Beatrice  street 

1  no  Annol&c    PA  QnH£C 

Los  Angeies,  oa  suubb 

1Q(\(\\  000  0Q70 

New  York  Muni  Fund 

MU 

yu  vvasnirigion  oireei 

Maui  Vai-L-    WV  1  HPiAC 

new  YorK,  ny  luuuo 

(oUU)  o7<:-bob4 

Newport  Distributors 

1500  Forest  Avenue 

Kicnmono,  va  LSiiy 

(800)  527-9500 

KlAutititrt  Tirrnr  tiinn 

Newport  1  iger  runa 

FC 

Vontobel  EuroPacific  Fund 

rS 

vontobel  us  value 

CT 

SI 

Nicholas  Company 

/uu  Nortn  water  street 

Miliiiuil/nA    IAII  COOnO 

MiiwauKee,  wi  oiivi 

fA\A\  070  £100* 
(414)  llc-Olti 

Nicholas  Fund 

ST 

Nicholas  II 

ST 

Nicholas  Income  Fund 

BD 

Nicholas  Limited  Edition 

ST 

E«maJ 

rund 

Type 

Nomura  Capital  Management 

FS 

loU  Maiden  Lane 

New  York,  NY  lUUoo 

/oio\  enn  0101  /IaaaI\  /onn\  ooo  nnij 
UU)  oU9-olol  (local);  (oUU)  oJJ-UUla 

Northeast  Investors  Trust 

dU  Congress  street 

Boston  MA  02109 

(800)  225-6704 

Northeast  Investors  Growth 

CT 

5T 

Northeast  Investors  Trust 

on 

DU 

John  Nuveen  &  Co 

333  West  Wacker  Drive 

tnicago,  IL  bUbUb 

(Qf\n\  COl  7007 

Nuveen  California  Insured  T-F  Value 

MU 

Nuveen  California  Tax-Free  Value 

MU 

Nuveen  Insured  Municipal  Bond 

MU 

Nuveen  Municipal  Bond  Fund 

MU 

Nuveen  New  York  Insured  T-F  Value 

MU 

Nuveen  New  York  Tax-Free  Value 

Ml  1 

MU 

Nuveen  Ohio  Tax-Free  Value 

Ml  1 

MU 

Nuveen  Tax-Exempt  Money  Market 

MM 

MM 

NYLife  Securities 

51  Madison  Avenue 

Now  Ynr.   MV  inn  1(1  lCftO. 

new  lorn,  hi  luuiu-ibUo 

funnt  <%oo  ^ono 

MainStay-Capital  Appreciation 

ST 

MainStay-Convertible  Fund 

BA 

MainStay-Equity  Index 

ST 

MainStay-Government 

BD 

MainStay-High  Yield  Corp  Bond 

JU 

MainStay-Tax-Free  Bond 

Ml  1 
MU 

Mainstay- lotai  Keturn  runa 

DA 
DM 

Ma  in  stay- value  runa 

CT 

SI 

Oberweis  Emerging  Growth 

ST 

o4i  monn  Lake  street 

Aurora,  IL  bUbUb 

(/us)  oy/-/iuu  (local);  (ouu)  ozo-oibb 

Olympic  Trust 

ouu  west  sixtn  street 

Ins  Anpplps  HA  90017 

(800)  346-7301 

Olympic  Trust-Balanced  Income 

DI 

DA 

Olympic  Trust-Equity  Income 

CT 
SI 

Oppenheimer  Fund  Management 

Dfl  Daw  C07n 

rU  BOX  DZ/U 

hnnunr    C*C\  0n017 

uenver,  ou  oUi!i/ 

nno_\  C7i  ^onn*  /i/w^h  tQt\t\\  ro^  7nvi» 

(oUo)  b/l-oZUU   (lOCai):  (oUU)  0i>IW6 

Main  Street-Income  &  Growth 

ST 

Oppenheimer  Asset  Allocation  Fund 

BA 

Oppenheimer  Calif  Tax-Exempt-A 

MU 

Oppenheimer  Discovery  Fund 

ST 

Oppenheimer  Equity  Income  Fund 

BA 

'Will  accept  collect  calls. 
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No-Load  International  Diversification  -  #2 


in  a  Denes 


SOME  OVERSEAS 

MARKETS  ARE  50% 

off  k  istoric  kigks. 

"Foreign  markets  can  move  differently  from 
tke  U.S.  Warburgf  Pincus  International 
Equity  Fund  lets  our  investors  pursue  diver- 
sification and  appreciation."  Tkis  no-load  fund 
is  ran  ked  #14  out  of  96  international  stock 
funds  for  tke  one-year  period  ending  6/30/93, 
International  Equity  Fund  according  to  Lipper  Analytical  Services,  Inc. 

Past  performance  cannot  guarantee  future  results.  Investment  return  and  share  price 
will  fluctuate  and  redemption  value  may  be  more  or  less  than  original  cost.  For  more 
complete  information,  including  management  fees,  expenses,  and  special  risk  consider- 
ations associated  with  international  investing,  call  for  a  prospectus.  Read  it  carefully 
before  investing.  Counsellors  Securities  Inc.,  distributor. 

CALL:  1-800-257-5614 

466  Lexington  Avenue,  New  York,  NY  10017 


Richard  King,  President 
Warburg  Putcw 


Warburg  Pincus  Funds 


HOW  TO 
CHOOSE  A  TAX-FREE 
PORTFOLIO 


Residents  of  CA,  NY,  NJ,  OH,  PA,  FL: 
Please  ask  about  our  State  Tax-Free  Funds. 
Vanguard  Marketing  Corp.,  Distributor 

nplease  send  me  the  free  Vanguard 
Tax-Free  Investing  Information  Kit. 

I  understand  it  contains  a  prospec- 
tus with  more  complete  information 
on  the  Vanguard  Municipal  Bond 
Fund,  including  advisory  fees,  distri- 
bution charges  and  other  expenses. 
I  will  read  it  carefully  before  I  invest 
or  send  money 

Vanguard  Municipal  Bond  Fund 

RO.  Box  2800 
Valley  Forge,  Pennsylvania  19482 


Name. 


STEP  I:  CONSIDER 
YIELD  POTENTIAL.  In  a 

bond  fund,  other  things  being  equal, 
lower  costs  mean  higher  yields.  The 
Vanguard  Municipal  Bond  Fund  has 
virtually  the  lowest  operating  costs 
in  the  industry:  0.23  of  1%*— with  no 
commissions,  no  fees.  Minimum 
investment  $3,000. 

STEP  2:  CHOOSE  MATURITY  LEVEL. 

The  longer  the  average  maturity 
length  of  the  bonds,  the  higher  the 
market  volatility— and  potential 
returns. 

Vanguard  offers  you  two  short- 
term  portfolios  for  lowest  risk;  two 
intermediate-term  portfolios  for 
higher  yields  with  some  volatility; 
three  long-term  portfolios  for  high- 
est yield  potential. 
STEP  3:  CALL  1-800-523-9954  for 
our  free  Tax-Free  Investing  Kit. 
A  portion  of  income  may  be  subject  to  the 
Federal  alternative  minimum  tax. 
*Lipper  Directors'  Analytical  Data. 


Address  . 
City  


State. 

(95) 


.Zip. 


THE\femquardGROiip 

*J*OF  INVESTMENT  COMIWNIES 


FUND  DISTRIBUTORS 


£jnd 

Type 

Parnassus  Financial  Management 

244  Ca!i!orni3  Street 

San  Francisco,  CA  94111 

(415)  362-3505'  (local);  (800)  999-3505 

ST 

Pasadena  Group  of  Mutual  Funds 

600  North  Rosemead  Boulevard 

Pasadena,  CA  91107-2133 

(818)  351-9686  (local);  (800)  882-2855 

Pasadena  Balanced  Return  Fund 
Pasadena  Growth  Fund 
Pasadena  Nifty  Fifty  Fund 

BA 

ST 
ST 

Pax  World  Fund 

224  State  Street 

Portsmouth,  NH  03801 

(603)  431-8022  (local);  (800)  767-1729 

BA 

Penn  Square  Management 

2650  Westview  Drive 
Wyomissing,  PA  19610 
(800)  523-8440 

ST 

Pennsylvania  Mutual  Fund 

1414  Avenue  of  the  Americas 
New  York,  NY  10019 
(800)  221-4268 

ST 

Permanent  Portfolio 

PO  Box  5847 
Austin,  TX  78763 
(800)  531-5142 

Permanent  Portfolios-Permanent 
Permanent  Portfolios-Treasury  Bill 

BA 
BD 

GR  Phelps  &  Co 

140  Garden  Street 
Hartford,  CT  06154 
(800)  234-5606 

Connecticut  Mutual-Growth 
Connecticut  Mutual-Total  Return 

ST 
BA 

Philadelphia  Fund 

1200  North  Federal  Highway 
Boca  Raton,  FL  33432 
(800)  749-9933 

ST 

Phoenix  Equity  Planning  Corp 

100  Bright  Meadow  Boulevard 
Enfield,  CT  06082 
(800)  243-4361 

National  Bond  Fund 
National  Calif  Tax-Exempt  Bonds 
National  Federal  Securities  Trust 
National  Income  &  Growth  Fund-A 
National  Multi-Sector  Fixed  Inc-A 
National  Securities  Tax-Ex  Bonds 
National  Stock  Fund 

JU 
MU 
BD 
BA 
BD 
MU 
ST 

Fund 

Type 

National  Total  Return 

BA 

National  Worldwide  Opportunities 

GS 

Phoenix  Balanced  Fund 

BA 

Phoenix  Convertible  Fund 

BA 

Phoenix  Growth  Fund 

ST 

Phoenix  High  Yield 

JU 

Phoenix  Multi-Capital  Appreciation 

ST 

Phoenix  Multi— International 

ro 

Phoenix  Stock  Fund 

CT 

SI 

Phoenix  Total  Return 

CT 

Pilgrim  Group 

10100  Santa  Monica  Boulevard 

1  nc  Annaloc   PA  QflflK7  1111) 

los  Mngeies,  oa  yuuo/-4iu 

Pilgrim  Adjustable  Rate  Securities  III 

BD 

Dilavaiva*    A  *lii  if  t^kU    IIC                    C*t«*f  III 

rilgrim  Adjustable  Uo  uovt  bees  III 

Pilgrim  MagnaCap  Fund 

CT 
31 

rilgrim  a-i  Muiti-MarKet  income 

bb 

PIMCO  Funds 

840  Newport  Center  Drive 

Newport  cseacn,  l.a  y^bou 

(800)  927-4648 

riMLU  low  Duration  runa 

on 
BD 

DIMPO    1  atau   rV  ■  vxli  *s  n    C.rt^l  II 

rlMLU  Low  Duration  rund  11 

nn 

DU 

riwiLU  lotai  Keturn 

till 

Pioneer  Group 

rU  box  yui4 

Boston,  iviH  Ui^uD-yuii 

f C 1  7 \  7d9  7Q9I;  /ln/*ol\  /QHn\  OOC  COO') 
(Dl/J  IHl-l3tJ  (lOCal);  (8UU)  ccj-vl\)l 

Pioneer  Bond  Fund 

BD 

Pioneer  Capital  Growth 

ST 

Pioneer  Equity-Income 

ST 

Pioneer  Europe  Fund 

FS 

Pioneer  Fund 

ST 

Pioneer  II 

ST 

Pioneer  Three 

ST 

*  Will  accept  collect  calls. 


Fund 

Type 

Piper  Capital  Management 

Piper  Jaffray  Tower 

lliaaaanjaaaaalaa,     MM  CCAnO 

Minneapolis,  MN  554112 

(612)  342-6402  (local);  (800)  866-77/8 

Piper  Jaffray  Balanced  Fund 

BA 

Piper  Jaffray  Emerging  Growth  Fund 

ST 

Piper  Jaffray  Government  Income 

BD 

Piper  Jaffray  Institutional  Govt  Inc 

BD 

Piper  Jaffray  Minnesota  Tax-Exempt 

MU 

Piper  Jaffray  Pacific-European  Grow 

FS 

Piper  Jaffray  Value 

ST 

PNC  Securities 

Fifth  Avenue  and  Wood  Street 

Pittsburg,  PA  15265 

7C1"*  OCOC  /l„„„h    /Of*\l".\  jIIO  CCOO 

(412)  /bz-obZb  (local);  (800)  422-6538 

PNC  Balanced  Fund 

BA 

PNC  Growth  Equity 

ST 

PNC  Index  Equity 

ST 

PNC  Intermed  Government-Investor 

BD 

PNC  International  Equity 

FS 

PNC  Managed  Income-Investor 

BD 

PNC  Small  Cap  Value  Equity 

ST 

PNC  Value  Eauity 

ST 

T  Rowe  Price  Associates 

100  East  Pratt  Street 

Baltimore,  MD  21202 

(800)  638-5660 

T  Rowe  Price  Adj  Rate  US  Govt 

BD 

T  Rowe  Price  Balanced  Fund 

BA 

T  Rowe  Price  Calif  T-F  Income  Bond 

MU 

T  Rowe  Price  Capital  Appreciation 

ST 

T  Rowe  Price  Equity  Income 

ST 

T  Rowe  Price  European  Stock 

FS 

T  Rowe  Price  Global  Govt  Bond 

GB 

T  Rowe  Price  GNMA  Fund 

BD 

T  Rowe  Price  Growth  &  Income 

ST 

T  Rowe  Price  Growth  Stock 

ST 

T  Rowe  Price  High  Yield 

JU 

T  Rowe  Price  Intl  Bond 

GB 

T  Rowe  Price  Intl  Discovery 

FS 

T  Rowe  Price  Intl  Stock 

FS 

T  Rowe  Price  Japan  Fund 

FS 

T  Rowe  Price  Maryland  T-F  Bond 

MU 

T  Rowe  Price  MidCap  Growth 

ST 

T  Rowe  Price  New  America  Growth 

ST 

T  Rowe  Price  New  Asia 

FS 

T  Rowe  Price  New  Era 

ST 

T  Rowe  Price  New  Horizons 

ST 
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NO  LOAD   •   NO  LOAD   •   NO  LOAD   •   NO  LOAD   •   NO  LOAD   •   NO  LOAD 


#1  BALANCED  FUND 

EVERGREEN  FOUNDATION  FUND 


Evergreen  Foundation  Fund 
was  the  #1  balanced  fund  for  the 
3  years  ended  June  30,  1993.* 

The  Fund's  performance  was 
superior  to  all  55  other  balanced 
funds  tracked  by  Upper  for  the 
period  from  its  inception  on 
January  2,  1990  through  June  30. 

The  Fund's  goal  is  to  provide 
growth  along  with  reasonable  income 
and  risk  protection  with  a  balanced 
asset  allocation  approach. 

|%  was  the  average  annual  compounded  rate 
of  return  since  inception.  Performance 
figures  are  for  the  periods  ended  6/30/93. 
Includes  reinvestment  of  income  dividends  and  capital  gain 
distributions.  Past  performance  does  not  guarantee  future 
results.  Investment  return  and  principal  value  will  fluctuate. 
Shares,  when  redeemed,  may  be  worth  more  or  less  than  their 
original  cost.  Advisor  absorbed  a  portion  of  Fund's  expenses 
through  4/30/92.  Had  expenses  not  been  absorbed,  the  Fund's 
returns  would  have  been  lower.  Source:  Lipper  Analytical 
Services.  fMorningstar  proprietary  ratings  reflect  historical 
risk-adjusted  performance  as  of  6/30/93-  Ratings  subject  to 
change  every  month.  Calculated  from  three-year  average 
annual  returns  with  appropriate  fee  adjustment  and  a  risk 
factor  that  reflects  Fund  performance  relative  to  three 
month  Treasury  bill  monthly  returns.  Ten  percent  of  the 
funds  in  an  asset  class  receive  five  stars. 


19.9 


TOTAL  RETURN* 


One  Year  Cumulative  Since  Inception 

21.0  89.5 


★  *  ★  *  ★ 

MORNINGSTAR'S  HIGHEST  RATING 

asof6/30/93+ 

For  a  free  Evergreen  Foundation 
Fund  information  kit,  calt 

1-800-235-0064 


4 


Evergreen  Foundation  Fund 
2500  Westchester  Avenue 
Purchase,  New  York  10577-2555 

Please  send  a  prospectus,  which  contains 
additional  information  including  charges 
and  expenses.  The  prospectus  should  be 
read  carefully  prior  to  investing. 


THE  VANGUARD 
ADMIRAL  FUNDS  ADVANTAGE: 
HIGHER  YIELDS  PLUS 


US.  TREASURY  QUALITY. 


lower  than  the  0.53%  and  0.81%* 
average  expense  ratios  for  U.S. 
Treasury  money  market  and  bond 
funds  respectively.  All  other  factors 
being  equal,  lower  costs  mean 
higher  returns. 

Also,  income  from  the  Funds' 
Treasury  investments  is  free  from 
income  taxes  in  42  states. 

Call  1-800-523-9905 

For  A  Free  Information  Kit 

Minimum  initial  investment  is 
$50,000  for  each  Portfolio,  including 
retirement  accounts. 

The  Kit  contains  a  prospectus  with  complete 
information  on  distribution  charges  and  other 
expenses.  Please  read  it  carefully  before  you 
invest  or  send  money. 
*  Lipper  Analytical  Services. 


With  Vanguard  Admiral 
Funds,  investors  have  an 
exceptionally  attractive  choice  of 
four  pure  no-load  US.  Treasury  Port- 
folios: Money  Market,  Short-Term, 
Intermediate-Term,  and  Long-Term. 

UNSURPASSED  QUALITY.  Vanguard 
Admiral  Funds  invest  in  direct  U.S. 
Treasury  obligations  and  other 
securities  backed  by  the  "full  faith 
and  credit"  of  the  U.S.  Govern- 
ment. Credit  risk  is  negligible.  The 
Portfolios'  net  asset  values  are  not, 
of  course,  insured  or  guaranteed  by 
the  U.S.  Government. 

UNPRECEDENTED  LOW  COST. 

Vanguard's  Admiral  Treasury  Port- 
folios operate  at  an  expense  ratio 
of  only  0.15%  of  net  assets— far 


THL^UVIUardGROUP 

*^OF  INVESTMENT  COMPANIES. 

Leading  the  Way  in  Low  Cost  Mutual  Fund  Investing 


FUND  DISTRIBUTORS 


FUND  SURVEY 


Fund 

Type 

Prudential  Muni  Ser-New  Jersey-A 

MU 

Muni  Ser-New  York-A 

MU 

Prudential  Muni  Ser-Ohio-A 

MU 

Prudential  Muni  Ser-Pennsylvania-A 

MU 

Prudential  National  Municipals-A 

MU 

Prudential  S-T  Global-lncome-A 

GB 

Prudential  S-T  Global-Assets-A 

GB 

Prudential  Structured  Maturity-A 

nn 

BD 

Prudential  US  Government-A 

d  n 

BD 

Prudential  Utility  Fund-A 

ST 

Putnam  Mutual  Funds 

PO  Box  2701 

Boston,  MA  02208 

(61/)  292-1000*  (local);  (800)  225-1581 

Putnam  Adjustable  Rate  US  Govt-A 

BD 

Putnam  American  Government  Trust 

BD 

Putnam  Arizona  T-E  Inc-A 

MU 

Putnam  Calif  Tax-Exempt  Income-A 

MU 

Putnam  Convertible  Income-Growth-A 

BA 

Putnam  Corporate  Asset  Trust 

ST 

Putnam  Diversified  Income  Trust-A 

BD 

Putnam  Dividend  Growth-A 

ST 

Putnam  Energy-Resources  Trust 

ST 

Putnam  Equity  Income 

ST 

Putnam  Federal  Income  Trust 

BD 

Putnam  Fla  Tax-Exempt  Income-A 

MU 

Putnam  Fund  for  Grow  &  Inc-A 

ST 

George  Putnam  Fund  of  Boston-A 

BA 

Putnam  Global  Governmental  Income 

GB 

Putnam  Global  Growth  Fund-A 

GS 

Putnam  Health  Sciences  Trust-A 

ST 

Putnam  High  Yield  Advantage 

JU 

Putnam  High  Yield  Trust-A 

JU 

Putnam  Income  Fund-A 

BD 

Putnam  Investors  Fund-A 

ST 

Putnam  Managed  Income  Trust-A 

ST 

Putnam  Mass  Tax-Exempt  Inc  ll-A 

MU 

Putnam  Michigan  Tax-Exempt  Inc  ll-A 

MU 

Putnam  Municipal  Income-A 

MU 

Putnam  New  Jersey  Tax-Exempt  Inc-A 

MU 

Putnam  New  Opportunities-A 

ST 

Putnam  New  York  Tax-Exempt  Inc-A 

MU 

Putnam  NY  Tax-Exempt  Opportunities 

MU 

Putnam  Ohio  Tax-Exempt  Inc  ll-A 

MU 

Putnam  OTC  Emerging  Growth-A 

ST 

Putnam  Penn  Tax-Exempt  Inc-A 

MU 

Putnam  Tax-Exempt  Income  Fund-A 

MU 

Putnam  Tax-Free  Income-High  Yield 

MU 

Putnam  Tax-Free  Income-Insured 

MU 

Putnam  US  Govt  Income-A 

BD 

Putnam  Utilities  Growth  &  Inc-A 

ST 

Putnam  Vista  Fund-A 

ST 

Putnam  Voyager  Fund-A 

ST 

Quantitative  Advisors 

ST 

Lincoln  North 

Lincoln,  MA  01773 

(617)  259-1144  (local),  (800)  331-1244 

Fund 

Type 

Quest  Distributors 

> 

1414  Avenue  of  the  Americas 

Npw  Ynrk  NY  1(10 19 

HCW  IUII\,  111  1UU13 

(800)  221-4268 

Royce  Fund-Equity  Income 

CT 

Royce  Fund-Value 

ST 

Quest  for  Value 

200  Liberty  Street 

New  York,  NY  10281 

IQf\(\\  111  1QC3 

(oUU)  lil-iooi 

Quest  for  Value-Growth  &  Income 

ST 

Quest  for  Value  National  Tax-Ex 

MU 

Quest  for  Value-Opportunity  Fund 

BA 

Quest  for  Value-Small  Capitalization 

ST 

Quest  for  Value-US  Govt  Income 

Quest  for  Value  Fund 

ST 

Quest  for  Value  Global  Equity  Fund 

GS 

Reich  &  Tang  LP 

ST 

100  Park  Avenue 

New  York,  NY  1001/ 

(800)  221-3079 

Robertson,  Stephens  &  Co 

ST 

555  California  Street 

San  Francisco,  CA  94104 

/onn\  7cc  loco 

(800)  766-3863 

Rochester  Fund  Distributors 

70  Linden  Oaks 

Rochester,  NY  14625 

(716)  3ftt-n00* 

1  '  1UI  JO J   X OUU 

Bono  runo  ror  urowrn 

DA 
DM 

Rochester  Fund  Municipals 

MU 

Rochester  Limited-Term  NY  Muni 

MU 

Rodney  Square  Funds 

nuu  North  MarKet  oireet 

Wilminfftnn  OF  1  QRQfl 

nilMMliglUM,  UL    1  JO  JU 

(800)  553-9308 

Rodney  Square-Money  Market 

MM 

Rodney  Square  Multi-Mngr-Growth 

ST 

Rushmore  Group 

4922  Fairmont  Avenue 

Rpthpsrla  MD  ?0M4 

(301)  657-1500  (local);  (800)  343-3355 

American  Gas  Index 

ST 

Rydex-Nova 

ST 

Safeco  Securities 

PU  Box  o4oyU 

Seattle,  WA  98124-1890 

/lrt/*\  cac  ift  1  ft*  i\  it    it\f\r\\  roi  nti 

(2  06)  545-7319  (local);  (800)  624-5711 

Safeco  Equity  Fund 

ST 

Safeco  Growth  Fund 

ST 

Safeco  Income  Fund 

ST 

Safeco  Municipal  Bond 

MU 

Safeco  Northwest  Fund 

ST 

Fund 

Type 

Salomon  Brothers  Asset  Management 

^  111      IJ   T      J.   1.      IftiL    PI  - 

7  World  Trade  Center  38th  Floor 

New  York,  NY  10048 

IOUU/  /tJ  DOOD 

Salomon  Brothers  Capital  Fund 

ST 

Salomon  Brothers  Investors  Fund 

ST 

Salomon  Brothers  Opportunity  Fund 

ST 

SBM  Financial  Services 

8400  Normandale  Lake  Boulevard 

Minnoannlic  MN  o^^7 

IVIIfl  1  led  LJU!  1  j  .  mil  JJHOf 

(800)  328-4735 

State  Bond  Common  Stock 

ST 

State  Bond  Diversified 

ST 

SBSF  Funds 

45  Rockefeller  Plaza 

Npw  Ynrk  NY  10111 
llcW  l UIK,  111  1U1 1 1 

(800)  422-7273 

SBSF  Convertible  Securities 

BA 

SBSF  Fund 

ST 

Schroder  Capital  Management  Intl 

FS 

787  Seventh  Avenue 

New  York,  NY  10019 

mi  m  n a  1   inin  /i       n    mr\f\\  1 1  i  niin 

U12)  841-3848  (local);  (800)  344-8332 

Scudder  Investor  Services 

160  Federal  Street 

n     i        lift  ao i  in 

Boston,  MA  02110 

(800)  225-2470 

AARP  Growth-Capital  Growth 

ST 

AARP  Growth-Growth  &  Income 

ST 

AARP  Income-GNMA  &  US  Treasury 

BD 

AARP  Income-High  Quality  Bond 

BD 

AARP  Insured  T-F  Inc-Genl  Bond 

MU 

Japan  Fund 

FS 

Scudder  California  Tax-Free 

MU 

Scudder  Capital  Growth  Fund 

ST 

Scudder  Development  Fund 

ST 

Scudder  Global  Fund 

GS 

Scudder  Global  Small  Company  Fund 

GS 

Scudder  GNMA  Fund 

BD 

Scudder  Gold  Fund 

GS 

Scudder  Growth  &  Income 

ST 

Scudder  High  Yield  Tax-Free  Fund 

MU 

Scudder  Income  Fund 

BD 

Scudder  International  Bond  Fund 

GB 

Scudder  International  Fund 

FS 

Scudder  Managed  Municipal  Bonds 

MU 

Scudder  Massachusetts  Tax-Free 

MU 

Scudder  Medium  Term  Tax-Free 

MU 

Scudder  NY  Tax-Free  Fund 

MU 

Scudder  Quality  Growth  Fund 

ST 

Scudder  Short  Term  Bond 

BD 

Scudder  Short-Term  Global  Income 

GB 

'Will  accept  collect  calls. 
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und 

Type 

ecurities  Management  &  Research 

vo  Moody  Plaza 

alveston,  TX  77550 

00)  231-4639 

merican  National  Growth  Fund 

ST 

merican  National  Income  Fund 

ST 

ecurity  Distributors 

)0  Harrison  Street 

peka,  KS  66636 

13)  295-3127*  (local);  (800)  888-2461 

ecurity  Equity  Fund 

ST 

ecurity  Income-Corporate  Bond 

BD 

ecurity  Investment  Fund 

ST 

ecurity  Ultra  Fund 

ST 

El  Corp 

iO  East  Swedesford  Road 

ayne,  PA  19087 

00)  342-5734 

oreFund-Equity  Index 

ST 

oreFund-Growth  Equity-A 

ST 

oreFund-lnternational  Growth-A 

FS 

El  Index  S&P  500  Index 

ST 

eligman  Financial  Services 

10  Liberty  Street 

:w  York,  NY  10006 

00)  221-2783 

dliaman  f"*alif  Tav.Fvomnt— Oiislitv 
cilglMdfl  vdlll  1  dA* QAclIipi— \jiUdllty 

Mil 

Piiaman  lanital  FiinH-A 

ST 

phaman  P nmmAn  ^tArk  FiiriH.fl 
'llglllall  VsUIIIIilUII  OlUUn  lUIIU  H 

ST 

plipman  f  flmmiinirAtinrK  &  Info-A 

c  ugi  i  ia  1 1  uui  MiiiutnuaLiuiio  ot  mi  u  H 

ST 

plipman  Frnntipr  Fund-A 

ST 

plipman  Growth  Funri-A 

ST 

plipm^n  Inrnmp  Fund 

BA 

pliarnan  Tay-F^Pmnt'—  MaCS 

5 1  igl  1  lal  1    1  OA  LACI 1 IU1    1 VI a 5-5 

MU 

plioman  TAY-Fypmnt— Mirhican 

» 1  lei  Ma  1 1    1  aA  LACI  1 1 L/ 11 VI  \  \*  1 1  |EQ ' ' 

MU 

^lipman  TpY-F^pmnt— Minnp^ntA 

S 1  Igl  Mall    1  OA  LACI  1 1  y)  I    IVIIIIIICOU  la 

MU 

eligman  Tax-Exempt-National 

MU 

eligman  Tax-Exempt-New  York 

MU 

eligman  Tax-Exempt-Ohio 

MU 

eligman  Tax-Exempt-SC 

MU 

entry  Equity  Services 

ST 

100  North  Point  Drive 

evens  Point,  Wl  54481 

00)  533-7827 

equoia  Fund 

ST 

170  Avenue  of  the  Americas 

:w  York,  NY  10019 

12)  245-4500 

leffield  Investments 

Madison  Avenue 

iw  York,  NY  10010 

00)  922-7771 

lancnaro  uiODai  urowin  runu 

ns 

lanchard  Precious  Metals 

GS 

lanchard  Short-Term  Global  Income 

GB 

II  accept  collect  calls. 

ETTIMnWl 


The  Growth  Fund  For 
Conservative  Investors 


Partners  Fund  has  appreciated  in  value  every  calendar  year  but  one  since 
Neuberger  &  Berman  Management  became  investment  adviser  in  1975. 
The  average  annual  return  during  this  entire  period  has  been  17.92%.* 

The  Funds  value  investment  approach  is  designed  to  increase  capital  with 
moderate  risk-to  make  money  grow  in  good  times  and  hold  on  to  those  gains 
during  rough  times. 

This  consistent  performance  makes  it  a  sensible  choice  for  conservative 
investors  who  want  to  build  their  nest  eggs.  So  take  a  step  in  the  right 
direction.  Call  now  and  ask  about  Partners  Fund. 

1-800-877-9700 

No  Load,  No  12D-1  Fees 

Neuberger  o&Berman 

MANAGEMENT  INC. 

605  Third  Avenue,  Dept.  F-903  New  York,  NY  10158-0006 


40KK)  Plan  Provider 


*+21.78%,  +13.01%,  +13.81%  were  the  average  annual  total  returns  for  the  1,5  and  10  year  periods  ended 
6/30/93.  Investment  returns  and  principal  fluctuate.  Redemption  proceeds  may  be  higher  or  lower  than  original 
cost.  "Total  Return"  basis  includes  reinvestment  of  all  dividends  and  distributions.  Past  performance  is  no 
guarantee  of  future  results.  Please  call  for  a  free  prospectus  with  more  complete  information  including 
management  fees  and  expenses.  Read  it  carefully  before  investing  or  sending  money.  forb  9308 


MUTUAL  FUND  INVESTORS! 

TURN  TO  PAGE  224 
FOR  VALUABLE  INFORMATION 
ON  MUTUAL  FUNDS 


Many  of  today's  leading  funds  use  the  FORBES  MUTUAL  FUNDS 
PORTFOLIO  to  make  their  prospectuses  available  to  readers.  Simply 
call  the  800  numbers  listed  in  the  section  or  mail  back  the  postage- 
paid  reply  card  provided. 


Don't  miss  this  easy  and  convenient  way 
to  get  the  mutual  fund  information  you  need. 
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FUND  DISTRIBUTORS 

FUND  SURVEY 


runci 

Tvnp 

SIFE  Trust 

ST 

t%  North  Wi?ot  Lane 

*t.,V  llvl  ill   1I'£\<1  l_U1l\/ 

Walnut  Prppk  PA  °4S98 

(SIM  937-3964  floral)  (80(1)  7^1 

Signature  Financial  Group 

fi  *\t  lamp*;  Av/pnup 

Boston,  MA  02116 

(617)  423-0800  (local);  (800)  638-1896 

Fi  inHTri  Kt— Aptvp<;<;iv/p  Growth 

ST 

FundTrust— Growth  &  Income 

BA 

Sit  Investment  Associates 

qn  Smith  7th  Strppt 

JU  JUUUI  /  lit  OUCCl 

MinnpannlK  MN  SS4fl? 

HI  1  1  1  M  L  £1  |JUM -J  ,   Kill    J  Jt'JL 

(612)  334-5888  floral)  (800)  332-5580 

Sit  New  Beginning  Growth  &  Income 

ST 

Sit  Npw  Rppinnin?  Growth 

ST 

Sit  Npw  Rppinninf*  Intl  Growth 

OIL  l»CW    UGgl  I  1 1  1 1 1  1  g  Mill  UlUVYlll 

FS 

^it  Npw  Rppinnint?  Tax-Frpp  Inromp 

Wll   1  IV"    U^CIIHIIIIg    l  CIA    ■   1  \*  V  IllWUIIIb 

MU 

Skyline  Fund 

ST 

350  North  Clark  Street 

*fiJ\J  MUI  III   IHUIn       ;  11  '-■ 1 

Phiraon  II  fiOfilfl 

UIHUclgU,  IL  UUU1U 

(31?)  670-6035  (Inral)-  (800)  4S8-ti??? 

Smith  Barney  Shearson 

1^4S  Aupnnp  nf  thp  Amprira^ 

1 JH J  HvCllUC  Ul  IMC  nllirrii^cjj 

Npw  York  NY  101  OS 

(212)  720-9150  (Inral)-  (800)  544-7835 

Smith  Barney-Income  &  Growth-A 

ST 

Smith  Barney-S-T  US  Treasury 

BD 

Smith  Barney-US  Government-A 

BD 

Smith  Barney-Utility-A 

ST 

Smith  Barney  Equity  Funds-A 

ST 

Smith  Barney  Money  Funds-Cash 

MM 

Smith  Barney  Money  Funds-Govt 

MM 

Smith  Barney  Muni  Bond-Calif-A 

MU 

Smith  Barney  Muni  Bond-Florida-A 

MU 

Smith  Barney  Muni  Bond-Ltd  Term-A 

MU 

Smith  Barney  Muni  Bond-Natl-A 

MU 

Smith  Barney  Tax-Free  Money-A 

MM 

Smith  Barney  World-Global  Govt 

GB 

Smith  Barney  World-lntl  Equity 

GS 

SBS  Advisors  Fund-A 

ST 

SBS  Aggressive  Growth-A 

ST 

SBS  Appreciation  Fund-A 

ST 

SBS  California  Municipals-A 

MU 

SBS  Equity-Growth  &  Oppor-A 

ST 

SBS  Equity-Sector  Analysis-A 

ST 

SBS  Equity-Strategic  Invs-A 

ST 

SBS  Fundamental  Value  Fund-A 

ST 

SBS  Global  Opportunities-A 

GS 

SBS  Income-Convertible-A 

BA 

SBS  Income-Divers  Strategic-A 

BD 

SBS  Income-Global  Bond-A 

GB 

SBS  Income-High  Income-A 

JU 

SBS  Income-Premium  Tot  Ret-A 

ST 

SBS  Income-Tax-Exempt  Inc-A 

MU 

SBS  Income-Utilities-A 

BA 

SBS  Invest-Directions  Value-A 

ST 

SBS  Invest-European-A 

FS 

SBS  Invest-Government  Secs-A 

BD 

SBS  Invest-lnvest  Grade  Bond-A 

BD 

SBS  Invest-Special  Equities-A 

ST 

*  Will  accept  collect  calls. 


Fi  tnr! 
ruiiu 

Tvnp 

SBS  Managed  Governments-A 

BD 

SBS  Managed  Municipals-A 

MU 

SBS  New  Jersey  Municipals-A 

MU 

SBS  New  York  Municipals-A 

MU 

SBS  1990s  Fund-A 

ST 

SBS  Precious  Metals  &  Minerals-A 

FS 

SBS  Principal  Retum-1996-A 

BA 

SBS  Principal  Return-1998-A 

BA 

SBS  Principal  Return-2000-A 

BA 

SBS  Short-Term  World  Income-A 

GB 

SRS  Small  fanit^liyatinn-A 
JDO  OHIdll  l^d|JI  Id  1  l/.d  I IUI 1  H 

ST 

CDC  Tolorftmnii miratinnc  f^rr\uuth-A 

ODO   1  CICLUI 1 II  ( i  Ul  HLd  UUI  lb    O I U  W  u  1  H 

ST 

SRS  Wnrlrl  WiHp  Primp  Accptc-A 

fiR 

SoGen  Securities  Corp 

ST 

SO  Rnrkpfpllpr  Pla7a 

JU  l\ULr\CICMCI  1  \OLQ 

Npw  York  NY  10020 

^QQ- 1141  flnralV  (ftftti)  fi?R-fl?S? 

\CIC)  -JJJ  llHl  Wu^at),  \OUU/  ULO  XJLJL 

Southeastern  Asset  Management 

JlfiA  Pirloplabp  Rnnlouarrl 
OUU  mUgClcmC  DUUICVdlU 

Memphis,  TN  38120 

(800)  445-9469 

^AM  ^mall  fan  Fnnrl 
OHIVI  OHIdll  ruiiu 

ST 

O  1 

^AM  VsIiip  True* 

OHIVI  ValUC   1  I  UM 

ST 

Stagecoach  Asset  Management 

Pf)  Rnx  7066 

1  \J  UUA  /  UUU 

San  Franrisrn  PA  94120 

Oall  MallliloLU,  un  JtltU 

(800)  222-8222 

\V\J\J )  LLC  VLCC 

Stagecoach  Asset  Allocation 

BA 

Stagecoach  California  Tax-Free  MM 

MM 

Stagecoach  Corporate  Stock 

ST 

Stagecoach  GNMA  Fund 

BD 

Stagecoach  Growth  &  Income 

ST 

Stagecoach  US  Government  Alloc 

BD 

C  A 

r  uno 

lype 

State  Street  Financial  Services 

One  Financial  Center 

Rnstnn  MA  02111 

(800)  882-00S2 

\OUU/  VOL  \J\JJL 

MetLife-State  Street  Cap  Apprec-A 

ST 

MetLife-State  Street  Equity  Income-A 

ST 

MetLife-State  Street  Equity  Inv-A 

ST 

MetLife-State  Street  Global  Energy-A 

GS 

MetLife-State  Street  Govt  Secs-A 

BD 

MetLife-State  Street  High  Income-A 

JU 

MetLife-State  Street  Mngd  Assets-A 

BA 

Mptl  ifp-Statp  Strppt  Tav-Fypmnt-A 

MU 

IflU 

Statp  Strppt  Inupctmpnt  Trirct-A 

OLdlC  OlICCl  II IVCOUIICI 11   1  1 1191  M 

ST 

State  Street  Research  Govt  Income-A 

BD 

Stein  Roe  &  Farnham 

P0  Box  1131 

Chicago,  IL  60690 

(800)  338-2SS0 

\0\J\Jf   J  JO  lJJv 

SteinRoe  Capital  Opportunities 

ST 

SteinRoe  High  Yield  Municipals 

MU 

SteinRoe  Income  Fund 

BD 

SteinRoe  Intermediate  Bond  Fund 

BD 

SteinRoe  Intermediate  Municipals 

MU 

SteinRoe  Managed  Municipals 

MU 

SteinRoe  Prime  Equities 

ST 

S.tpinRnp  Snprial  Fund 

ST 

StpinRnp  Stnrk  Fund 

ST 

StpinRnp  Totpl  Rptnrn 

OlCI1ir\UC    fUla!  ItClUIII 

BA 

Stratton  Funds 

r/n  Fund  Plan  Spruirp";  Pf)  Rnx  874 

w U  1  U  1 1  J  1  lull  JCI  V lUCo  1  U  UUA  O  '  4 

Conshohocken,  PA  19428-0874 

(800)  634-5726 

^trattnn  f^rnwth  Fund 

OllalLUII  UIUVTLII  I  UIIU 

ST 

^trAttnn  Mnnthlv  DiviHpnri  ^h^fp^ 

O  LI  alLUl  1  Irl'JI  III  1 1 J  IJ 1  V  1 UC 1 IU  sj%  lal  C9 

ST 

Strong/Corneliuson  Capital  Management 

P0  Box  2936 

Milwaukee  Wl  53201-2936 

ITU  1  !IOUr\tt,    ill    ■JjLvL    l  J  J  1J 

(414)  359-1400*  (local);  (800)  368-1030 

Strong  Advantage  Fund 

BD 

Strong  Common  Stock 

ST 

Strong  Discovery  Fund 

ST 

Strong  Government  Securities 

BD 

Strong  Income  Fund 

BD 

Strong  International  Stock  Fund 

FS 

Strong  Investment  Fund 

BA 

Strong  Municipal  Bond 

MU 

Strong  Opportunity  Fund 

ST 

Strong  Short-Term  Bond 

BD 

Strong  Short-Term  Municipal  Bond 

MU 

Strong  Total  Return 

BA 
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Guardian  Fund 


nd 

Type 

nAmerica  Asset  Management 

Third  Avenue 

1  York,  NY  10017 

0)  858-8850 

nAmerica  Balanced  Assets  Fund 

BA 

nAmerica  Capital  Appreciation 

ST 

nAmerica  Diversified  Income  Fund 

GB 

lAmerica  Equity— Aggress  Growth 

ST 

lAmerica  Equity— Emerging  Growth 

ST 

lAmerica  Equity-Growth 

ST 

lAmerica  Equity-US  Government  Sees 

BD 

nAmerica  Federal  Securities 

BD 

nAmerica  High  Income 

JU 

nAmerica  Multi-Asset-Tot  Return 

BA 

nAmerica  Tax-Exempt-Insured 

MU 

nstone 

Firstar  Trust  Co  /  PO  Box  701 

vaukee,  Wl  53201-0701 

1)  287-3710  (local);  (800)  982-8909 

rtico-Balanced  Fund 

BA 

rtico-Bond  IMMDEX  Fund 

BD 

lico-Equity  Index 

ST 

rtico-lncome  &  Growth 

ST 

rtico-Short-Term  Bond  Market 

BD 

lico-Special  Growth 

ST 

-npleton  Funds  Distributors 

Box  3303 

'etersburg,  FL  33733-8030 

3)  237-0738 

npleton  Foreign  Fund 

FS 

Tipleton  Global  Opportunities 

GS 

npleton  Growth  Fund 

GS 

npleton  Income  Fund 

GS 

npleton  Real  Estate  Securities 

GS 

npleton  Smaller  Companies  Growth 

GS 

npleton  Value  Fund 

GS 

npleton  World  Fund 

GS 

jmson  Investor  Services 

Station  Place 

mford,  CT  06902 

3)  227-7337 

>mson— Equity  Income-A 

BA 

jmson-Growth-A 

ST 

)m  son— Income-A 

BD 

3mson-lnternational-A 

GS 

smson-Opportunity-A 

ST 

jmson-Precious  Metals-A 

GS 

jmson-US  Government-A 

BD 

jrnburg  Securities 

East  Marcy  Street 

ta  Fe,  NM  87501 

5)  984-0200  (local);  (800)  847-0200 

Drnburg  Intermediate  Municipal 

MU 

arnburg  Limited  Term  Muni-Natl 

MU 

jrnburg  Limited  Term  US  Govt 

BD 

accept  collect  calls. 
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Thanks  a  Million, 

eight  hundred  fifty-three  thousand. 


Forty-two  years  ago 
Neuberger  &  Berman 
introduced  Guardian 
Fund,  a  growth  and  in- 
come fund.We  set  out  to 
make  money  for  share- 
holders in  good  markets 
and  try  to  protect  their 
capital  during  rough  times. 

But  even  we  couldn't  have  predict- 
ed in  1950,  that  a  $10,000  investment 


Total  Value  of 

i«v«tmeni«<»3-  ^  m  Guardian  Fund,  with 
'  income  dividends  and 
capital  gain  distributions 
reinvested,  would  be 
worth  over  one  million 
eight  hundred-fifty 
thousand  dollars! 

Without  fail,  Guardian 
Fund  has  paid  a  consistent  dividend 
every  quarter  and  a  capital  gain  distri- 
bution every  year  since  1950. 


Call  24  hours  lor  8 
Free  Information  Kit: 


No  Load, 
No  12D-1  Fees 


1-800-877-9700 

Neuberger  ^Berman 

MANAGEMENT  INC. 

605  Third  Avenue,  Dept.  F-904  New  York,  NY  10158-0006 

+21.89%,  +15.02%,  and  +14.20%  were  the  average  annual  total  returns  for  the  1,  5,  and  10  year  penods  ended  6730/93. 
"Total  Return"  includes  reinvestment  of  all  dividends  and  distributions.  'Figure  includes  change  in  snare  pnee  and  reinvest- 
ment of  dividends  and  capital  gain  distributions  as  of  6/30/93.  Results  shown  represent  past  performance  and  update  infor- 
mation in  the  Fund's  prospectus.  Investment  returns  and  principal  fluctuate.  Redemption  proceeds  may  be  higher  or  lower 
than  onginal  cost.  Calf  for  a  free  Guardian  Fund  Information  Kit,  containing  a  prospectus  with  more  complete  information 
including  management  fees  and  expenses.  Read  it  carefully  before  you  invest  or  send  money.  FORB  9308 


NO  LOAD   •   NO  LOAD   •   NO  LOAD   •   NO  LOAD   •   NO  LOAD   •   NO  LOAD 


EVERGREEN  GLOBAL  REAL  ESTATE  EQUITY  FUND 

#1  REAL  ESTATE  FUND 

#1  AMONG  GLOBAL  FUNDS 


Benefit  from  any  real  estate 
turnaround  by  investing  in 
Evergreen  Global  Real  Estate 
Equity  Fund.  The  Fund  was  the 
#1  Real  Estate  Fund  for  both  the 
6  and  1 2-month  periods  ended 
June  30,  1993,  and  also  outper- 
formed all  global  funds  for 
those  periods.* 


TOTAL  RETURN* 


6  Months 


12  Months 


19.6*  m 


AT 


was  the  Fund's  average  annual  com- 
pounded rate  of  return  from  inception 
on  2/1/89.  During  much  of  the  period 
since  the  Fund's  inception,  global  real  estate  markets  were 
in  a  broad  decline.  Performance  figures  are  for  periods 
ended  6/30/93-  Includes  reinvestment  of  income  dividends 
and  capital  gain  distributions.  Past  performance  does  not 
guarantee  future  results.  Shares,  when  redeemed,  may  be 
worth  more  or  less  than  their  original  cost.  Adviser  absorbed 
a  portion  of  Fund's  expenses  Had  expenses  not  been 
absoihed,  the  Fund's  returns  would  have  been  lower.  There 
are  7  funds  in  Upper's  Real  Kstate  Funds  category,  The 
Fund's  objective  may  be  different  than  that  of  other  Global 
Funds.  Although  not  included  in  Kipper's  Global  Funds  cate- 
gory, the  Fund  outperfonned  all  62  funds  in  that  category 
for  the  periods  indicated  Source:  Lipper  Analytical  Services. 


For  a  free  Evergreen  Global  Real  Estate 
Equity  Fund  information  kit,  call 

1-800-235-0064 


Evergreen  Global  Real  Estate 
Equity  Fund 
2500  Westchester  Avenue 
Purchase,  New  York  10577-2555 

Please  send  a  prospectus,  which  contains 
additional  information  including  charges 
and  expenses.  The  prospectus  should  be 
read  carefully  prior  to  investing. 


FUND  DISTRIBUTORS 

FUND  SURVEY 


fund 

Type 

TN£  investment 

399  Boylston  Street 

Boston,  MA  Uzllb 

/onn\  j/io  7inj 

(oOOi  343-/11)4 

TNE  Adjustable  Rate  US  Government 

MU 

TNE  Balanced  Fund 

BA 

TNE  Bond  Income 

BD 

TNE  Government  Securities  Fund 

BD 

TNE  Growth  Fund 

ST 

TNE  Growth  Opportunities 

ST 

TNE  Limited  Term  US  Government 

BD 

TNE-Mass  Tax-Free  Income 

Ml  1 

TNE  Tax-Exempt  Income  Fund 

Ml  1 
MU 

TNE  value  rund 

CT 

ST 

Tocqueville  Fund 

ST 

1675  Broadway 

New  York,  ny  iUUiy 

/oio\  cno  nonn  ,'in«nn  /onn\  cn7  ooco 
[III)  b9o-UoUU  (local);  (oUU)  D9/-J00J 

Transamerica 

1UUU  Louisiana 

Umic-tnn  TV  77nnO  CHQQ 

nousion,  IA  //UUi-OUyo 

(/13)  /V-Z4UU  (local);  (oUU)  o4j-bo4U 

Transamerica  Calif  Tax-Free  Inc-A 

MU 

Transamerica  Capital  Appreciation- A 

ST 

Transamerica  Govt  Securities 

BD 

Transamerica  Growth  &  Income-A 

BA 

Transamerica  Invest  Qual  Bond-A 

BD 

Transamerica  Special  Blue  Chip  Fund 

ST 

Transamerica  Special  Emerging  Growth-A 

ST 

Transamerica  Special  Govt  Income 

on 

Transamerica  Special  High  Yield-A 

ii  i 

JU 

Transamerica  Tax-Free  Bond  Fund-A 

Rill  1 

MU 

Twentieth  Century  Investors 

rU  BOX  4l3£l)U 

i/ineic  r;tw  Mn  crtm  conn 
r\ansas  uty,  rviu  wim-biw 

(oib)  dji-jj/j  iiocaii:  louu)  in-i\)ii 

20th  Century  Balanced  Investors 

BA 

20th  Century  Giftrust  Investors 

ST 

20th  Century  Growth  Investors 

ST 

20th  Century  Heritage  Investors 

ST 

20th  Century  International  Equity 

FS 

20th  Century  Long-Term  Bond 

BD 

20th  Century  Select  Investors 

ST 

zoth  uentury  Ultra  Investors 

ST 

20th  Century  US  Governments 

BD 

^Utn  Oentury  vista  Investors 

ST 

United  Services  Advisors 

Dfi  Daw  7Q100,1 

rU  BOX  /o1Zj4 

San  Antonio,  TX  78278-1234 

/om\  ono  looyi  /innnn  /onn\  oio  orn 

U1U1  iw-lli<l  (local);  (oOHi  B/3-ob3/ 

United  Services-Gold  Shares 

FS 

United  Services-World  Gold  Fund 

GS 

rund 

Type 

USAA  Investment  Management  Co 

9oUU  rreoericKSDurg  Koao 

Con  AnfAnirt   TY  7Q0QQ 

ban  Antonio,  ia  /oyoo 

rent  ago  cent;          (Qr\t)\  co  1  0101 
(Ou)  49o-bbU!)  (local);  (oUU)  Wl-olol 

USAA  Investment-Balanced 

BA 

USAA  Investment-Cornerstone  Furid 

GS 

USAA  Investment-GNMA  Trust 

BD 

USAA  Investment-Gold  Fund 

FS 

USAA  Investment-International 

FS 

USAA  Mutual-Aggressive  Growth 

ST 

USAA  Mutual-Growth 

ST 

USAA  Mutual-Income 

BD 

USAA  Mutual-Income  Stock  Fund 

ST 

USAA  Mutual-Money  Market 

MM 

USAA  Tax-Exempt-California  Bond 

MU 

USAA  Tax-Exempt-California  MM 

MM 

USAA  Tax-Exempt-Intermediate 

MU 

USAA  Tax-Exempt-Long-Term 

MU 

USAA  Tax-Exempt-Money  Market 

MM 

uoaa  iax-txempt-bnort-ierm 

Ml  1 

MU 

UoAA  iax-txempt-virginia  bono 

Ml  1 

MU 

UST  Securities 

c/o  Concord  Finl  7863  Girard  Avenue 

Lajona,  ua  yzuo/ 

/onn\  000  1 1  or 
(oUU)  lii-llib 

UST  Master  Funds-Equity 

ST 

UST  Master  Funds-Govt  Money 

MM 

UST  Master  Funds-Income  &  Growth 

ST 

UST  Master  Funds-International 

FS 

UST  Master  Funds-Managed  Income 

BD 

UST  Master  Funds-Money 

MM 

MM 

UST  Master  Tax-Exempt-lntermed 

111 1 

MU 

Uoi  Master  iax-txempt-5>nort-ierm 

MM 

MM 

Value  Line  Securities 

711  Third  Avenue 

Wqi»i  Vai-l  mv  1  nm  7 

NSW  YOiK,  INT  1UU1/ 

tQr\r\\  000  nolo 
(8UU)  ^J-Uolo 

Value  Line  Convertible 

ST 

Value  Line  Fund 

ST 

Value  Line  Income 

ST 

Value  Line  Leveraged  Growth  Inv 

ST 

Value  Line  Special  Situations  Fund 

CT 

Value  Line  Tax-Exempt-High  Yield 

Ml  1 

MU 

Value  Line  US  Government  Sees 

bU 

Van  Eck  Securities  Corp 

100    CaaI    flOnJ  Clrnnt 

ill  tast  4<:nd  btreet 

Mqi.i  Vnrl/    MV  1  m  CQ 

New  torn,  ni  luioo 

/Qnn\  001  ooon 

(oUU)  iii-um 

Van  Eck  Gold/Resources 

GS 

Van  Eck  International  Investors 

FS 

Van  Eck  World  Income  Fund 

GB 

Van  Eck  World  Trends  Fund 

GS 

Fund  Type 

Van  Kampen  Merritt 

One  Parkview  Plaza 

Oakbrook  Terrace,  IL  60181 

(708)  684-6000  (local);  (800)  225-2222 


Van 

Kampen  Calif  Insured  T-F-A 

MU 

Van 

Kampen  Growth  &  Income-A 

ST 

Van 

Kampen  High  Yield  Fund-A 

JU 

Van 

Kampen  Insured  Tax-Free-A 

MU 

Van 

Kampen  Municipal  Inc  Fund-A 

MU 

Van 

Kampen  Penn  Tax-Free  Income-A 

MU 

Van 

Kampen  Short  Term  Global-A 

FS 

Van 

Kampen  Tax-Free  High  Inc-A 

MU 

Van 

Kampen  US  Government-A 

BD 

Vanguard  Group  of  Investment  Cos 

PO  Box  2600 

Valley  Forge,  PA  19482 

(800)  662-7447 


Vanguard 

Asset  Allocation 

BA 

Vanguard 

Bond  Index  Fund 

BD 

Vanguard 

California  T-F-lns  L-T 

MU 

Vanguard 

California  T-F-MM 

MM 

Irl  IVI 

Vanguard 

Convertible  Securities 

BA 

Vanguard 

Equity  Income 

ST 

Vanguard 

Explorer  Fund 

0 1 

Vanguard 

Fixed  Inc-GNMA 

ou 

Vanguard 

Fixed  Inc-High  Yield 

JU 

Vanguard 

Fixed  Inc-I-T  US  Treas 

RO 

Vanguard 

Fixed  Inc-lnvest  Grade 

RD 

DU 

Vanguard 

Fixed  Inc-L-T  US  Treas 

RD 

DU 

Vanguard 

Fixed  Inc-Short-Term 

RD 
ou 

Vanguard 

Fixed  Inc-S-T  Federal 

BD 

Vanguard 

Fixed  Inc-S-T  US  Treas 

BD 

Vanguard 

Index-Extended  Market 

ST 

Vanguard 

lndex-500  Portfolio 

ST 

Vanguard 

Index-Total  Stock  Market 

ST 

Vanguard 

Intl  Equity  Index-European 

FS 

Vanguard 

Intl  Equity  Index-Pacific 

FS 

Vanguard 

International  Growth  Port 

GS 

Vanguard 

MM  Reserves-Federal 

MM 

Vanguard 

MM  Reserves-Prime 

MM 

Vanguard 

MM  Reserves-US  Treas 

MM 

Vanguard/Morgan  Growth  Fund 

ST 

Vanguard 

Muni  Bond-High  Yield 

MU 

Vanguard 

Muni  Bond-Insured  L-T 

MU 

Vanguard 

Muni  Bond-Intermediate 

MU 

Vanguard 

Muni  Bond-Limited  Term 

MU 

Vanguard 

Muni  Bond-Long-Term 

MU 

Vanguard 

Muni  Bond-Money  Market 

MM 

Vanguard 

Muni  Bond-Short-Term 

MU 

Vanguard 

NJ  Tax-Free-Insured  L-T 

MU 

Vanguard 

NJ  Tax-Free-MM 

MM 

Vanguard 

New  York  Insured  T-F 

MU 

Vanguard 

Ohio  Tax-Free-Insured  L-T 

MU 

Vanguard 

Ohio  Tax-Free-MM 

MM 

Vanguard 

Penn  Tax-Free-Insured  L-T 

MU 

Vanguard 

Penn  Tax-Free-MM 

MM 

*  Will  accept  collect  calls. 
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ind 

Type 

inguard  Preferred  Stock 

BD 

inguard/Primecap  Fund 

ST 

inguard  Quantitative  Portfolios 

ST 

inguard  Small  Cap  Stock 

ST 

inguard  Special-Utilities  Income 

ST 

inguard  Special-Energy 

ST 

inguard  Special-Gold  &  Precious 

FS 

inguard  Special-Health  Care 

ST 

inguard  Special-Service  Economy 

ST 

nguard  Special-Technology 

ST 

nguard  STAR  Fund 

BA 

nguard/Trustees'  Equity— IntI 

FS 

nguard/Trustees'  Equity-US 

ST 

nguard  US  Growth  Portfolio 

ST 

nguard/Wellesley  Income  Fund 

BA 

nguard/Wellington  Fund 

BA 

nguard/Windsor  Fund 

ST 

nguard/Windsor  II 

ST 

nture  Advisers 

Box  1688 

nta  Fe,  NM  87504-1688 

)0)  279-0279 

:w  York  Venture 

ST 

5F  of  America-Convertible  Sees 

BA 

'F  of  America-Growth  Fund 

ST 

lected  American  Shares 

ST 

lected  Special  Shares 

ST 

nture  Muni  (  +  )  Plus 

MU 

sta  Mutual  Funds 

Box  419392 

nsas  City,  MO  64179 

10)  348-4782 

owth  Fund  of  Washington 

ST 

sta  Capital  Growth 

ST 

~ia  Equity  Fund 

ST 

sta  Growth  &  Income  Fund 

ST 

sta  New  York  Tax-Free  Income 

MU 

yageur  Fund  Distributor 

]  South  Fifth  Street 

ineapolis,  MN  55402 

2)  376-7000  (local);  (800)  553-2143 

yageur  Arizona  Insured  Tax-Free 

MU 

yageur  Colorado  Tax-Free  Fund 

MU 

yageur  Florida  Insured  Tax-Free 

MU 

yageur  Growth  Stock 

ST 

yageur  Minnesota  Insured  Fund 

MU 

yageur  Minnesota  Tax-Free  Fund 

MU 

yageur  US  Government  Securities 

BD 

iddell  &  Reed 

)0  Lamar  Avenue 

swnee  Mission,  KS  66202 

3)  236-1303  (local);  (800)  366-5465 

lited  Accumulative  Fund 

ST 

lited  Bond  Fund 

BD 

lited  Continental  Income 

BA 

Fund 

Type 

United  Gold  &  Government 

FS 

United  Government  Securities 

BD 

United  High  Income  Fund 

JU 

United  High  Income  Fund  II 

JU 

United  Income  Fund 

ST 

United  International  Growth 

FS 

United  Municipal  Bond 

MU 

United  Municipal  High  Income 

MU 

United  New  Concepts  Fund 

ST 

United  Retirement  Shares 

BA 

United  Science  &  Energy 

ST 

United  Vanguard  Fund 

ST 

Weiss,  Peck  &  Greer 

One  New  York  Plaza 

New  York,  NY  10004 

(800)  223-3332 

WPG  Government  Securities 

BD 

WPG  Growth  &  Income 

ST 

WPG  Growth  Fund 

ST 

WPG  Tudor  Fund 

ST 

Weitz  Securities 

ST 

9290  West  Dodge  Road 

Omaha,  NE  68114-3349 

(402)  391-1980  (local);  (800)  232-4161 

MJ  Whitman  LP 

767  Third  Avenue 

New  TOlK,  HI  1UU1/ 

(800)  443-1021 

Equity  Strategies  Fund 

ST 

Third  Avenue  Value 

ST 

Winsbury  Company 

1900  East  Dublin-Granville  Road 

Columbus,  OH  43229 

(800)  451-8377 

American  Performance  Equity  Fund 

ST 

ASO  Outlook  Group  Balanced  Fund 

BA 

ASO  Outlook  Group  Equity  Fund 

ST 

ASO  Outlook  Group  Regional  Equity 

ST 

Conestoga-Equity  Fund 

ST 

HighMark  income  Equity  Fund 

ST 

Sessions  Riverside  Capital  Equity 

ST 

Sessions  Sun  Eagle  Equity  Growth 

ST 

Society-Intermediate  Govt  Oblig 

BD 

Society-Ohio  Regional  Equity  Port 

ST 

Society-Relative  Value  Equity  Port 

ST 

Society-US  Government  Obligations 

MM 

Wood  Logan 

1455  East  Putnam  Avenue 

Old  Greenwich,  CT  06870 

(800)  334-0575 

North  American  Asset  Allocation 

BA 

North  American-Global  Growth 

FS 

North  American-Growth  &  Income 

ST 

North  American-Growth 

ST 

North  American  US  Govt  Securities 

BD 

Fund  Type 

Wood,  Struthers  &  Winthrop  Management 

140  Broadway 
New  York,  NY  10005 
(800)  225-8011 

Winthrop  Focus  Funds-Aggressive  Growth  ST 
Winthrop  Focus  Funds-Growth  ST 
Winthrop  Focus  Funds-Growth  &  Income  ST 


Woodward  Funds 

PO  Box  7058 

Troy,  Ml  48007-7058 

(313)  259-0729  (local); 


MM 


688-3350 


Working  Assets  Common  Holdings 

One  Harbour  Place 

Portsmouth,  NH  03801 

(603)  436-5152*  (local);  (800)  223-7010 

Working  Assets-Citizens  Balanced 
Working  Assets-Citizens  Growth 


BA 

ST 


Yamaichi  Global  Fund 

GS 

Two  World  Trade  Center  /  Suite  9828 

New  York,  NY  10048 

(212)  524-8386  (local);  (800)  257-0228 

BC  Ziegler  &  Co 

215  North  Main  Street 

West  Bend,  Wl  53095 

(800)  826-4600 

Principal  Preservation-Div  Achievers 

ST 

Principal  Preserv-S&P  100  Plus 

ST 

Zweig  Securities 

Five  Hanover  Square 

New  York,  NY  10004 

(800)  272-2700 

Zweig  Series-Appreciation  Fund-A 

ST 

Zweig  Series-Priority  Selection-A 

ST 

Zweig  Series-Strategy-A 

ST 

accept  collect  calls. 


bes  ■  August  30,  1993 


223 


Forbes 

MUTUAL  FUNDS  PORTFOLIO 


w 


Mutual  funds  are  more  popular  than  ever  and  continue  to 
attract  all  types  of  investors.  Today,  shareholder  accounts 
exceed  77  million,  compared  with  under  10  million  at  the 
beginning  of  the  1980's.  Many  individuals  may  own  more  than 
one  shareholder  account.  Mutual  fund  shares  are  owned  by 
about  27%  of  U.S.  households.* 

That's  why  FORBES  brings  you  the  Mutual  Funds  Portfolio.  It 
gives  you  the  opportunity  to  review  and  learn  about  different 
funds  and  services  available.  Each  of  the  participating  funds 
in  this  portfolio  offers  you  a  prospectus  with  more 
information.  Call  the  800  numbers  indicated  in  the  ads  for 
faster  service  or  mail  in  the  reader  response  card  included  in 
the  section.  You  should  always  read  the  prospectus  carefully 
before  sending  any  money. 


MCI  1/93 


FORBES  MUTUAL  FUNDS  PORTFOLIO 


ADVERTISEMENT  2 


A  Forbes  Best  Buy.  Again. 


ACORN 

INTERNATIONAL 

100%  NO-LOAD 


Ralph  Wanger.  President  of 
Acorn  Investment  Trust 


P  29%  SINCE  INCEPTION 

9/23/92  through  6/30/93 

\CORN  INTERNATIONAL  -  Join  us 
in  our  quest  for  small-cap  stocks 
in  the  exciting  markets 
outside  of  the  U.S. 


it  performance  is  not  indicative  of  future  results.  Shares  when 
deemed  may  be  worth  more  or  less  than  their  original  cost, 
se  call  for  a  prospectus  containing  more  complete  information. 
Read  it  carefully  before  you  invest. 

1-800-9- ACORN -9 

Wanger  Asset  Management,  LP. 
227  W.  Monroe,  Suite  3000,  Chicago,  IL  60606-5016  1 

eIlmew^Iieritage  fund 

APITAL  APPRECIATION  FUND  OF  1991-92 

The  American  Heritage  Fund  is  an  aggressive 
Mutual  Fund  designed  for  investors  seeking  maxi- 
mum capital  growth.  The  Fund  was  ranked  Ameri- 
ca's number  one  performing  Capital  Appreciation 
Fund  for  1991-92  by  Lipper  Analytical  Services, 
Inc.  and  was  rated  the  #1  diversified  fund  for  1st 
qtr.,  1993  by  Investor's  Business  Daily.  Past  per- 
formance does  not  guarantee  future  results.  For 
more  complete  information  including  charges, 
risks  and  expenses,  call  1-800-735-1243  for  a 
PROSPECTUS.  Read  it  carefully  before  you  invest. 

CALL  1-800-735-1243 

THE  AMERICAN  HERITAGE  FUND,  INC.  /^X  9 

31  West  52nd  Street,  New  York  NY  10019  « 


M  THE  ENTERPRISE  GROUP 

^  Invest  With  The  Pros  The 
}=M  Professionals  Use 

r  only  $1 ,000,  gain  special  access  to  some  of  the  nation's  top 
ling  equity  and  fixed  income  institutional  investment  manage- 
rms  whose  normal  investment  minimums  are  over  $1  million, 
ively  these  firms  manage  $90  billion  for  many  of  the  nation's 
corporations.  Now  you  can  gain  the  same  investment  expertise 
ijor  institutions  receive  through  The  Enterprise  Group  of  Funds. 

1-800-432-4320  Ext.  1 

TheEnterpriseGroup 

)  complete  information  on  the  Enterprise  Group  of  Funds,  including  charges 
enses,  please  call  for  a  free  Prospectus.  Read  it  carefully  before  you 
send  money.  3 


For  the  third  year  in  a 
row,  Benham  GNMA 
Income  Fund  has  earned 
a  Best  Buy  rating  from 
Forbes  (June  21, 1993). 

The  Fund  invests  in  high- 
quality  mortgage-backed 
securities  and  seeks  high 
current  income.  It  is  true 
no-load  and  is  designed  to 
deliver  high  performance 
at  a  low  cost. 


Compare  Benham  GNMA 
Income  Fund  Average 
Annual  Total  Returns 


Call  1-800-472-3389, 

Dept.  119 
for  a  free  prospectus. 


□  The  Benham  Group8 

Managing  $10  billion  in  true  no-load  mutual  funds 

Average  annual  total  return  figures  shown  are  as  of  6/30/93.  Past  perfor- 
mance is  no  guarantee  of  future  results.  Yield  ana  share  price  will  vary. 
Shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original 
cost.  Please  read  the  prospectus  carefully  before  you  invest.  Benham 
Distributors,  Inc.,  1665  Charleston  Road,  Mtn.  View  CA  94043 


CAPPELL0-RUSHM0RE  FUND 


Frank  Cappiello,  who  regularly  appears  on  the  televi- 
sion program  "Wall  Street  Week  with  Louis 
Rukeyser,"\s  now  managing  three  pure  no-load 
mutual  funds.  Choose  from  Growth,  Emerging  Frank  A-  Cappiello 

Growth  and  Utility  Income  and  put  Frank  Cappiello's 
investment  expertise  to  work  for  you! 


800-62  l-RUSH  (7874)  CAPPIELLO 


Call  for  a  free  prospectus.  Read  it  carefully  before 
you  invest  or  send  money.  Not  available  in  all  states. 


RUSHMORE  FUND 


EVERGREEN  FOUNDATION  FUND 

#  1  Balanced  Fund 

Evergreen  Foundation  Fund  was  the  #1  Balanced  Fund  for  the  3-year  period 
ended  6/30/93,  according  to  Lipper  Analytical  Services.  It  also  outperformed 
all  55  other  balanced  funds  tracked  by  Lipper  for  the  period  since  it  was 
introduced  on  January  2,  1990,  through  June  30,  1993.  Investing  in  both 
stocks  and  bonds,  the  Fund  can  provide  a  diversified  foundation  for  your 
investment  program.  Call  for  a  prospectus  which  contains  more  complete 
information.  It  should  be  read  carefully  prior  to  investing. 

1-800-235-0064 

Evergreen  Family  of  Funds 


Past  performance  is  no  guarantee  of  future  results. 
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FORBES  MUTUAL  FUNDS  PORTFOLIO 


THREE  GERMANY  FUNDS 

THI  WAY  TO  INVEST  IN  GERMANY 

fork  Stock  Exchange  and  managed  by 

The  Deutsche  Bank  Group: 


THE  GERMANY  FUND,  INC. 

-  investing  exclusively  in  German  equities, 
primarily  the  "blue  chips". 

THE  NEW  GERMANY  FUND,  INC. 

-  investing  primarily  in  the  middle-market 
German  companies,  and  up  to  20%  outside 
Germany  (with  no  more  than  10%  in  any  single 
country  outside  Germany). 

THE  FUTURE  GERMANY 
FUND,  INC. 

-  similar  to  Germany  Fund  but  with  an  emphasis 
on  companies  benefiting  from  developments  in  the 
former  "East  Germany"  as  well  as  Eastern  Europe. 


FOR  INFORMATION  CALL  YOUR  BROKER  OR 

1-800-GERMANY 


A  Golden  Opportunity 
To  Diversify  Your  Portfolio 


Benham  Gold  Equities  Index  Fund 

Diversify  your  portfolio  with  our  no-load  gold  stock  fund  designed 
to  track  the  performance  of  the  North  American  gold  industry. 

Call  toll  free:  1-800-472-3389,  ext.  320 

□  The  Benham  Group® 

Please  read  the  prospectus  carefully  before  you  invest. 


8 


FUND  FACTS 


Mutual  funds  are  the  single  most  popular 
investment  vehicle  for  Americans'  Individual 
Retirement  Accounts.  Mutual  funds  account  for 
about  29  cents  of  everv  dollar  of  IRA  assets.* 


*ICI  1/93 


Forbes  Honor  Roll... 

1992,1991,1990,1989 


IAI  Regional  Fund 


17.35% 


Since  inception 
5/20/80 


14.42%  Ten  Years 
14.23%  Five  Years 
11.36%        One  Year 

Average  Annual  Return* 


1-800-945-3863  ext.  eos 

Investment  Advisers,  Inc.,  P.O.  Box  357,  Minneapolis,  Minnesota  55440-G357 

*  Returns  are  historical  through  6/30/93  and  include  reinvestment  of 
dividends  and  capital  gains.  The  Fund's  investment  return  and  principal 
may  fluctuate,  so  that  when  redeemed,  shares  may  be  worth  more  or 
less  than  original  cost.  For  more  information  about  IAI  Funds, 
including  charges  and  expenses,  send  for  a  prospectus.  Read  it  carefully 
before  investing.  Distributed  by  IAI  Securities,  Inc.  Member  SIPC. 


The  #1  Performing  Mutual  Fun< 

For  The  Past  Five  Year  Period.* 
The  Kaufmann  Fund,  Inc. 


Lawrence  Auriana  and  Hans 
Utsch,  Portfolio  co-managers. 


5  Yr.  Total  Return 

300% 


SAP  500 
Total 
109% 
A*vx«J  15.8% 


KAUFX 
FUND" 
Total 

336% 

Compounded 

Annual 
Return 

34.2% 


Outperformed  all  funds,  with  more 
than  twice  the  average  total  return* 

Morningstar  5  Star  (*♦***)  Rating  (as  of  1/8/93) 
For  information  call:  1-800-237-01 32 
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*  Period  ending  12/31/92,  per  Lipper  Analytical  Services  in 
All  Equity  and  Long-term  Taxable  Bond  Fund  categories. 

"Since  February  1986,  the  date  the  Fund  became  fully  operational  at 
reorganization,  the  Fund's  total  return  was  1 79%.  The  Func 
compounded  annualized  return  to  December  31,  1992  for  the  o 
year,  and  2/86-12/92  periods  are  11.3%,  16.1%  respectively.  Tc 
returns  for  periods  ending  December  31,  1992  are  historical  a 
include  change  in  share  price,  reinvestment  of  dividends  and  cap 
gains.  There  is  a  0.2%  redemption  fee  and  a  12b-1  fee  in  excess 
0.25%.  For  more  information  including  charges  and  expenses,  plea 
read  the  prospectus  carefully  before  you  invest.  The  performar. 
cited  represents  past  performance  which  is  not  indicative  of  futi 
results;  investment  performance  fluctuates;  fund  shares  wh 
redeemed  may  be  worth  more  or  less  than  original  cost. 

THE  KAUFMANN  FUND 
1 7  Battery  Place,  NY,  NY  1 0004  •  Fax  (212)  344-6227 
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JVUS  FUNDS 

you  don't  have 
years  of  investing 
;perience,  use  ours. 

rules  are  simple.  The  more  you  do  something,  the  better  you  get 
And  the  proof  is  in  the  results. 

jnus  Funds,  we've  put  over  20  years  into  getting  top  returns  for 
nvestors  and  we  have  a  record  that  proves  our  success.  For 
nple,  for  the  period  ending  June  30,  1993,  Janus  Fund  had  an 
age  annual  total  return  of  16.99%  for  the  life  of  the  Fund.* 

/hether  you're  a  first-time  investor  or  a  market-wise  pro,  call  for  a 
prospectus  containing  more  complete  information.  Please  read 
irospectus  carefully  before  you  invest. 

lave  over  two  decades  of  investing  experience  that  we  would  like 
it  to  work  for  you. 

Janus  Funds 

P.O.  Box  173375  Denver  CO 
80217-3375 

1-800-525-8983,  extension  431 
Ask  about  our  family  of  funds. 

W0-525-8983,  ext.  431 

Jpper  Analytical  Services,  Inc.,  for  the  periods  ended  June  30,  1993,  Janus 
s  average  annual  total  returns  for  the  one-,  five-  and  ten-year  periods  were 
2%,  20.00%,  and  14.03%,  respectively,  and  16.99%  for  the  life  of  the 
from  February  5,  1970  through  June  30,  1993.  Past  performance  does  not 
intee  future  results.  Your  return  and  share  price  will  vary  and  may  be 
more  or  less  at  redemption  than  at  purchase.  1 1 


Kemper  Tax-Free  Mutual  Funds. 

Don't  get  caught  in  the  tax  trap. 
Learn  how  to  earn  tax-free  income  NOW. 
1-800-KFS-5555  ext.  1602 

send  you  brochures  and  a  prospectus.  Before  you  invest  in  a  fund,  carefully  read 
'ospectus,  containing  more  complete  information,  including  management  fees 

xpenses.  Income  from  tax-free  mutual  funds  may  

bject  to  state  and  local  taxes,  and  a  portion  may  SHHH[  ) 
ibject  to  the  alternative  minimum  tax  for  certain 
ors.    212690    Kemper  Financial  Services,  Inc. 


muiuai  f  unns 
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)RBES  READERS  ARE 
UTUAL  FUND  BUYERS 

EES'  750,000  subscribers  are  affluent  and  active  investors 
an  average  household  income  of  nearly  $217,000  and  an 
age  net  worth  of  $1,595,838. 
Idition: 

%  own  mutual  funds. 

e  average  value  of  their  mutual  funds  is  $161,379. 
e  average  value  of  their  total  investment  portfolio 
$1,082,786. 

e:  Don  Bowdren  Associates,  1990  Subscriber  Study 


Why  Pay  Taxes? 


IAI  Tax  Free  Fund 


8fl  n  Tax-Equivalent  Yield 
0\J\J   /%J  at  31%  tax  rate* 


5.52% 

★  ★  ★  i 

12.58% 


Current  Yield 

30-day  vield  as  of  6/4/93* 


Total  Return 

Through  6/30/93* 


1-800-945-3863  ext.  606 

Investment  Advisers,  Inc.,  P.O.  Box  357,  Minneapolis,  Minnesota  55440-0357 

*The  adviser  has  waived  its  management  fee  and  limited  Fund  expenses  to 
.25%  until  at  least  12/31/93.  Otherwise,  the  Fund's  tax  equivalent  yield  and 
current  yield  would  have  been  6.99%  and  4.82%,  respectively.  Returns  are 
historical,  with  inception  4/6/92,  and  reflect  reinvestment  of  dividends  and 
capital  gains.  The  Fund's  investment  return,  yield  and  principal  may 
fluctuate,  so  that  when  redeemed,  shares  may  be  worth  more  or  less  than 
original  cost  A  portion  of  the  Fund's  earnings  may  be  subject  to  federal, 
state,  and  local  taxes,  and  depending  on  your  tax  status,  the  Alternative 
Minimum  Tax.  For  more  complete  information  about  the  IAI  Funds, 
including  charges  and  expenses,  send  for  a  prospectus.  Read  it  carefully 
before  you  invest  Distributed  by  IAI  Securities,  hie.  Member  SIPC. 
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It  Looks  Good 
From  Up  Here 

Our  Special  Investment  Trust 

is  the  only  small  company 
growth  fund  to  beat  the 
S&P  500  five  out  of  the 
last  five  years. 


Wc  did  it  The  Legg  Mason  Special  Investment 

Trust  successfully  outperformed  the  S&P  500  five  out 
of  the  last  five  years'  Our  small  company  equity  fund 
has  shown  investors  that  their  money  has  been  well 
managed. ..  very  well  managed  indeed  And,  with  no 
up  front  sales  charges  or  redemption  fees*  For  a 
prospectus  containing  more  information,  including 
charges  and  expenses,  call 

1  -800-822-5544 

The  StatxWrJ  &  Pooi  s  500  Stock  Price  Index  (S&P  500)  is  an  unmanaged  Qroup  of  stcurrhes  oHen  taken  as  representative  of  the  Slock  market  as  a  whole  Pertwmanca  re 
S&P  500  reflect  letnvestmem  ot  dMrtends  Legg  Mason  totals  relied  cliange  in  share  price  and  reinvBflmint  OtapMgilnsand  drvirjends  The  returns  shown  are  based  on  tirstorical 
result  and  are  nol  intended  toMMkMUfl  plrfonMOl  ItM  MM  HI  itfiim.iMdpnncipaf  value  ollhe  lurid  wtl  fluctuate  SO  ttttt  an  irrosto^ 

mote  or  less  than  their  original  cost  Please  read  the  prospectus  CMMty  before  investing  or  sending  any  money  The  chart  Cues  nol  take  account  ot  an/  taxes  a  shareholder  must  pay  on 
dMdends  and  OjpM  gams  -  "The  furd  pays  ariassettead  AMMtolfcl  IM  CM  shows  the  value  at  the  end  ol  each  !iscal  /ear  ot  StO.000  invested  on  ia3tt85  Uppet  S  the  source 
•n  companng  small  company  growth  hind  Romance  to  Bw.i&P  500  Adviser  absorbed  a  portion  ol  Fund  expenses  in  fiscal  year  1986  through  1989 
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IF  THE  DEFICIT 
HAS  A  SILVER 
LINING,  THIS  IS  IT. 


Average  annual  total  returns  through  6/30/93 


6.83%* 

11.61% 

10.67% 

11.12% 

30  DAY  YIELD 

1  YEAR 

S  YEARS 

10  YEARS 

How  the  government  funds  itself  may  be  quite  rewarding.  Namely, 
government  securities.  Backed  by  the  full  faith  and  credit  of  the  U.S., 
they  offer  attractive  yields  with  virtually  no  risk  for  credit  safety. 

The  Value  Line  U.S.  Government  Securities  Fund 

It's  based  on  these  securities.  And  its  objective  is  to  deliver  the 
maximum  income  possible,  by  acquiring  high  yield  government- 
backed  securities  such  as  U.S.  Treasury  bonds,  GNMAs  and  more. 

1-800-223-0818  ext.  1610 

Call  anytime,  24  hours  a  day. 


100%  No  Load 

There  aren't  any  12b-1  or  exit 
charges,  either.  In  fact,  no 
sales  charges  of  any  kind. 
So  call  us  today  for  a  free 
prospectus  on  the  Value  Line 
U.S.  Government  Securities 
Fund 

'Average  annual  return  lor  30  day  period  ended  6/30/93.  Government  securities  and  not  the  lund  itself  are 
backed  by  the  government  or  its  agencies.  Investment  return  and  principal  value  will  fluctuate  and 
redemption  value  may  be  more  or  less  than  original  cost.  Please  read  the  prospectus,  which  contains 
more  complete  information,  including  management  fees  and  expenses,  before  investing  or  sending  money. 
Past  performance  is  no  guarantee  of  future  results.  Value  Line  Securities  Inc.,  Distributor.  ^  g 


VALUE  LINE 
MUTUAL  FUNDS 


LEXINGTON  GOLDFLND 


A  no-load  fund  that  seeks  capital  appreciation  and  a  hedge  against  the 
loss  of  buying  power  of  the  U.S.  Dollar.  The  portfolio  provides  a  carefui 
mix  of  gold  bullion  and  gold  mining  shares  with  assets  diversified 
throughout  the  world.  Privileges  include  free  telephone  exchange  and 
24-hour  shareholder  services. 


1-800-526-0057 

Lexington  Funds  Distributor,  Inc. 

..because  the  first  thing  your  money  should  do  is  last.,„ 
LEXINGTON  16 


LEXINGTON  GROWTH 
AND  INCOME  FUND 

A  no-load  fund  that  seeks  long-term  growth  of  capital  and  current 
income  by  investing  in  the  stocks  of  large  ably  managed  and  well 
financed  companies.  Privileges  include  free  telephone  exchange  and 
24-hour  shareholder  services. 


1-800-526-0057 

Lexington  Funds  Distributor,  Inc. 

...because  the  first  thing  your  money  should  do  is  last., 


LEXINGTON 
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RUSHMORE  AMERICAN  GAS 
INDEX  FUND 

American  Gas"  Index  Fund  is  the  only  pure  no-load  natural  ga 
mutual  fund.  It  offers  you  a  convenient  way  to  participate  in  the  growl 
of  the  natural  gas  industry.  Energize  Your  Portfolio. 

~  Year-to-Date  Total  Average  Annl.  Total  Return 

Return  thru  6/30/93      One-  Year         Life  of  the  Fui 


20.03%    31.57%  10.999 
RuSHMCre   Call  800-621-RUSH(7874; 

Read  the  prospectus  carefully  before  you  invest.  Average  annual  total  returns  a 
historical  for  the  periods  ended  6/30/93  and  include  changes  in  principal  and  reinvest* 
dividends  and  capital  gains.  Your  return  and  principal  will  vary  and  you  may  have  a 
gain  or  loss  when  you  sell  shares.  The  fund  began  5/10/89.  ^ 

®SIT  "NEW  BEGINNING" 
TAX-FREE  INCOME  FUND 
Why  Pay  The  Taxes  Or  The  Sales  Load? 

The  Sit  "New  Beginning"  Tax-Free  Income  Fund  offers  a  high  level 
federally  tax-free  income  and  relative  share  price  stability  by  purchasit 
investment  grade  municipal  bonds.  And  you  pay  no  sales  charges  or  12b-1  fee 


As  of  6/30/93 

30-day  tax-free  yield 

5.94% 

Federal  taxable  equivalent  yield* 

8.61% 

Total  return  12  mos. 

+9.81% 

Average  annual  return 

since  inception  on  9/29/88 

+8.58% 

Share 

Date 

Price 

5/15/93 

$9.95 

6/01/93 

$9.94 

6/15/93 

$9.95 

7/01/93 

$io.r> 

'Assumes  a  31%  federal  marginal  tax  bracket 

Performance  figures  are  historical.  Investment  returns  and 
principal  value  will  fluctuate  so  that  an  investor's  shares,  when 
redeemed,  may  be  worth  more  or  less  than  their  original  cost. 
Past  performance  is  no  indication  of  future  results 


Call 
800-332-5580 

for  a  free  prospectus  -j 


LEXINGTON  WORLDWIDE 
EMERGING  MARKETS  FUND  I 

Uncovering  the  best  investments  on  earth  „ 

A  no-load  fund  that  invests  in  equity  securities  of  companies  domiciled 
or  doing  business  in  emerging  countries  and  emerging  markets.  If  you  a 
interested  in  participating  in  the  growth  potential  of  some  of  the  work 
fastest  growing  capital  markets,  call  for  a  free  investor  kit. 

1-800-526-0057 

Lexington  Funds  Distributor,  Inc. 

...because  the  first  thing  your  money  should  do  is  last 

LEXINGTON  5 


Would  you  like  to  advertise  your  funds  ii 

FORBES  MUTUAL  FUNDS 
PORTFOLIO  SECTION? 


Call  Virginia  Carroll  at  (212)  620-2339 
for  further  information. 


inCTUnDto/DHnhH  WHLL  blhttl  KtUltW 


BY  ERIC  S.  HARDY 


The  overall  market 


t  used  to  be  that  the  stocks  with  the 
)iggest  market  capitalizations  were 
due  chips,  in  the  sense  that  their  reli- 
ble  earnings  and  steadily  growing 
lividends  made  them  comparatively 
afe  investments.  Then  Philip  Morris, 
BM  and  Merck  crashed.  Many  inves- 
ors  are  now  seeking  safety  in  medi- 
im-size  stocks.  Indeed,  with  margin - 
1  federal  income  tax  rates  rising  to 
tearly  40%,  investors  have  less  incen- 
ive  to  buy  dividend-paying  stocks. 

Sandra  Shrewsbury  is  portfolio 
manager  at  Piper  Jaffray's  Emerging 
jrowth  Fund,  which  specializes  in 
ompanies  with  sales  between  $10 
nillion  and  $  1  billion.  Her  picks  often 
lave  a  regional  bias  toward  the  upper 
Midwest  and  the  Northwest  because, 
he  says,  Wall  Street  is  too  preoccu- 
»ied  with  East  and  West  Coast  com- 
lanies.  One  such  example  is  Wiscon- 
in-based  Banta  Corp.,  which  pro- 
ides  printing  and  graphic  arts 
ervices  to  print  media  publishers. 


Special  focus 


For  a  change,  the  analysts  are  looking  a  little 
too  bearish.  Of  the  422  companies  in  the 
Standard  &  Poor's  500  index  that  have 
reported  second-quarter  earnings,  227 
came  in  above  Wall  Street's  consensus  fore- 
casts, 148  below  and  47  right  on  the  mon- 
ey. Below,  the  ten  biggest  earnings  sur- 
prises— positive  and  negative. 


Earnings  surprises 


Company 

Earnings  per  share 

second  quarter 
estimate  actual 

Salomon 

$1.26 

$3.75 

First  Chicago 

1.02 

1.81 

First  America 

0.64 

1.01 

Citicorp 

0.57 

0.88 

Whitney  Holding 

0.72 

1.11 

Convex  Computer 

-0.07 

-0.42 

Tokos  Medical 

-0.02 

-0.12 

Maxtor 

-0.59 

-2.50 

Tyco  Toys 

-0.04 

-0.11 

Amerada  Hess 

-0.22 

-0.59 

Source:  Institutional  Brokers  Estimate  System. 


2600 
2200 

1800 
1400 

1000 


The  Barra  All-US  price  index  as  of  8/5/93 

Market  value:  $4,677.5  billion 

P/E:  24.4 

P/E  minus  negative  EPS:  16.7 
Price/book:  2.8 
Yield:  2.5% 


12-month  closeup 


Performance 

Last  4  weeks 
Since  12/31/92 


Price     Total  return 

0.1%  0.3% 
3.5  4.9 


2600 

■  Barra  index 

3  200-day  moving  average 

2500 

2400 

2300 

'85 


'86      '87      '88      '89      '90      '91      '92  '93 


AS0NDJ  FMAMJJA 

'92  '93 


Closeup  on  the  market 


The  best  and  worst  performing  stocks6 


The  best  and  worst  performing  industry  factors6 


Best 

2-week 
change 

Since 
12/31/92 

Worst 

2-week 
change 

Since 
12/31/92 

Photographic,  optical 

10.1% 

54.8% 

Coal  &  uranium 

-13.6% 

-13.5% 

Real  estate 

8.8 

0.0 

Iron  &  steel 

-8.8 

-3.5 

Aluminum 

6.0 

0.4 

Tobacco 

HHHH 

-48.8 

Electronics 

5.6 

28.1 

Cosmetics 

-5.7 

-6.1 

Oil  refining,  distribution 

5.2 

6.8 

Water  transport 

-4.2 

-4.0 

Index  or  investment 

2-week  change 

%  change  from 
1  year  ago      5-year  high 

Barra  All-US  index 

1.1  % 

9.2% 

-0.8% 

S&P/Barra  Growth  index1 

0.3 

J 

1.8 

-6.1 

S&P/Barra  Value  index-' 

1.5 

16.7 

-0.4 

Dow  Jones  industrials 

0.7 

IT 

6.2 

-0.5 

S&P  500 

0.8 

_i 

6.5 

-1.8 

NYSE 

0.9 

7.4 

Nasdaq 

2.9 

i 

24.6 

0.0 

Amex 

1.0 

_i 

11.7 

-1.2 

EAFEJ 

4.4 

■  28.2 

-9.0 

CRB  futures  index4  '' 

-0.1 

i 

7.0 

-20.0 

Gold  (Comex  spot) 

-3.6  | 

8.1 

-24.9 

Yen'(per$US) 

-1.4 

-18.5 

-36.6 

Oil  (W  Texas  Intermediate) 

0.3 

j 

-18.0 

-57.4 

2-week 

1993 

2-week 

1993 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Platinum  Software 

37 

56% 

$0.41 

Foundation  Health 

211/8 

-40% 

$2.32 

Sportmart 

10  3/4 

43 

0.80 

National  Steel 

123/8 

-38 

-1.58 

BHC  Financial 

285/8 

42 

NA 

AL  Labs 

163/4 

-34 

0.94 

Enzo  Biochem 

ll5/8 

41 

NA 

Quadrex 

5V4 

-33 

0.05 

MFS  Communications 

453/t 

39 

NA 

Geneva  Steel 

93/4 

-31 

0.09 

ite:  Data  for  period  ending  8/5/93.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
arkets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
rnings  growth. 7  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3  A  dollar-denominated  capitalization-weighted 
lex  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  '  Index  of  21  commodity  futures.  5  Source:  Knight-Ridder 
lancial  Information.  'During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc. 8 Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including 
mpany  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc..  Berkeley,  Calif. 
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FIXED  INCOME  REVIEW 


BY  ERIC  S.  HARDY 


Treasury  yield  curve 


3  months 


Maturity  (years) 


30-year  rate  minus  1-year  rate 


Yield  versus  inflation 


16% 


12 


'85 


'86 


'87 


'90 


'91 


'92 


'93 


Spread  over  Treasurys 

Total  returns 

Security 

Basis  points 1 

Security 

1  year 

3  years 

AA  corporates 

41 

AAA  corporates 

12.3% 

13.8% 

AAA  industrials 

38 

Ginnie  Maes 

9.1 

11.5 

Ginnie  Maes 

138 

Junk  corporates' 

16.4 

18.4 

Junk  corporates 

487 

Municipals 

8.8 

10.4 

Municipals' 

-174 

Treasury  bonds 

10.9 

12.0 

With  interest  rates  at  recent  historic 
lows  at  most  points  in  the  yield  curve, 
this  is  probably  a  good  time  to  tread 
defensively  in  the  credit  markets.  ( )nc 
conservative  strategy  is  to  "ladder" 
maturities.  In  other  words,  your  port- 
folio should  contain  bonds  that 
mature  at  four  or  five  different  points 
along  the  maturity  spectrum.  This 
provides  some  insurance  against  capi- 
tal loss  and  assures  a  steady  return  of 
capital  at  different  times. 

Another  defensive  measure  is  to 
avoid  bonds  that  are  particularly  sen- 
sitive to  interest  rate  swings.  Bonds 
that  sell  at  deep  discounts — especially 
zero  coupons — sustain  unusually  se- 
vere price  declines  when  interest  rates 
increase.  In  the  current  environment, 
it  is  better  to  own  a  relatively  high 
coupon  bond  trading  at  or  near  par 
than  to  hold  a  low  coupon,  deeply 
discounted  bond. 

If  you  can't  resist  lower-quality 
bonds,  consider  those  that  can  benefit 
from  credit  upgrades.  Junk  bond 
prices  can  respond  just  as  much  to 
changes  in  credit  ratings  as  they  do  to 
interest  rate  fluctuations.  B-rated  cor- 
porate issues — two  notches  below  in- 
vestment grade — still  offer  double- 
digit  yields.  Remember,  however,  that 
junk  bonds  can  suffer  further  down- 
grades. A  credit  rating  change  from 
B+  to  B  in  July,  combined  with  a 
lower  than  expected  earnings  report, 
caused  the  prices  of  Stone  Container 
bonds  to  drop  4%  in  one  week.  That 
represents  about  four  months'  worth 
of  interest  payments  of  those  high- 
yielding  bonds. 

Long  maturities,  of  course,  have 
more  interest  rate  risk  than  shorter 
maturities,  and  the  market  isn't  pay- 
ing a  very  compelling  premium  to 
hold  long  bonds.  The  Tennessee  Valley 
|  Authority  recently  issued  a  50-year 
bond  that  yields  7.4%  to  maturity. 
Bonds  issued  by  the  TVA,  a  quasi- 
agency  of  the  U.S.  government,  are 
exempt  from  state  taxes.  By  compari- 
son, a  15 -year  Treasury  bond  pays 
about  6.2%.  And  in  the  tax-free 
market,  investors  receive  only  about  25 
basis  points  in  extra  yield  to  hold  a  30- 
year  municipal,  rather  than  one  that 
comes  due  in  15  years. 


Note:  Except  where  footnoted,  all  information  provided  by  Barra,  Inc.,  Berkeley,  Calif.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  -  Yield  on  10-year  Treasurys., 
3The  trailing  12  month  increase  in  the  Consumer  Price  Index.  "Source:  First  Boston.  ''Source:  Lehman  Brothers.  'Data  through  7/31/93.  'Annualized. 
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IT  TAKES  AUDACITY 
rO  SUCCEED  IN  BUSINESS. 

ITRODUCING: 

•  -    1  m  i  i  :  ,  :  ,  ■    ■   z  ;  a_s  !  i 


Astonishingly  Fresh  and  Imaginative  Approach  to  Understanding  Money, 
wer,  and  Business.  Written  Especially  for  Today's  Leadership  Generation. 


2  just  some  of  the  subjects  covered  in 
nier  issue—  all  typical  of  the  stimu- 
eas  you'll  get  in  copy  after  copy: 

p  country  that  has  gone  through  a 
g,  convulsive  period  that  left  it  an 
hasket  case.  Russia  1992'  No.  America 
=  imaginative  steps  we  took  then,  some 
red  years  ago,  could  save  Russia  today. 


rELTSIN,  MEET  ALEXANDER 

TON  by  Jude  Wanniski. 


20s  GM  was  a  hungry  number  two  that 
lerceived  a  changing  marketplace  and 
locked  number-one  auto  builder  Ford, 
and  complacent,  from  its  number-one 
3  uncannily  similar  to  the  way  the 
beat  the  U  S.  auto  industry  in  the  70s 

:neral  motors  beat  ford 

•enster. 


orbes  and  American  Heritage 
announce  a  just-off-the-press, 
brand-new  quarterly  business 
magazine:  Audacity.  A  bright, 
bold  read  that  presents  lessons 
from  the  historical  vantage  point 
of  American  Heritage,  with  the 
finger-on-the-pulse  business 
acumen  of  Forbes. 
It's  a  must-have  magazine  filled 
with  lively,  useful  information 
about  American  business  that  we 
guarantee  will  put  a  whole  new 
perspective  on  how  you  look  at 
your  company  and  your  career. 
As  Ralph  Waldo  Emerson  put  it, 
"The  years  teach  much  which  the 
days  never  know." 


We  used  to  start  our  managers 
on  the  shop  Door.  Now  we 
start  them  oft  in  business  school. 
By  forgetting  much  of  what  we 
long  knew,  and  divorcing 
operating  and  top  management, 
we  have  put  ourselves  in  severe 
jeopardy. 

WHY  BUSINESS  HISTORY? 

An  interview  with  Alfred  Chandler. 


IBM's  Thomas  Watson  has  heard  praise  for  his 
accomplishments  all  his  life.  But  it  was  a  WW  II  Air 
Force  general's  scrawled  "Splendid! "on  a  report  Watson 
wrote  as  a  young  pilot  that  meant  more  than  the  res' 
combined  and  galvanized  his  self-confidence. 
MY  TURNING  POINT  A  regular  feature. 

Where  did  the  great  companies  that  failed  go  wrong' 
Why?  In  our  premier  issue:  the  rise 
and  fall  of  the  United  Fruit  Company, 
Aeromarine  West  Indies  Airways 
(America's  first  international  airlinq 
and  RKO  Radio  Pictures. 
BOOT  HILL  Another  regular 
feature  in  every  issue. 


free  copy,  call  1-800-825-0061.  Or  write:  Audacity,  P.O.  Box  6606,  Syracuse,  NT  13217 


Send  me  four  quarterly  issues  of  AUDACITY  for  just  S15!  Start  my  subscription  with  the  winter  issue  due  out  mid-December 
lclosed  is  my  check.  (  )  Please  charge  my  credit  card.  Circle  one:  American  Express    Visa  MasterCard 

 Expiration  Date  


Title 


ny 


ate/Zip 


[uarantaa:  If  the  first  issue  you  receive  doesn't  live  up  to  your  expectations, 
t  free  of  charge  and  cancel  your  subscription  Your  money  will  be  refunded  in  full 


INVESTMENTS 


If  you  do  no  more  than  read  the.  headlines,  you 
understand  that  without  intelligent  hedging  no  business 
can  be  certain  of  remaining  internationally  competitive. 


A  matter 
of  survival 


BY  ANDREW  J.  KRIEGER 


Andrew  J.  Krieger  is  managing  director 

of  KB  Currency  Advisors,  Inc., 

a  foreign  currency  investment  management 

and  hedging/overlay  firm 

based  in  Englewood  Cliffs,  N.J. 

He  is  author  of  The  Money  Bazaar. 


If  there  were  any  business  people  or 
investors  left  who  failed  to  appreciate 
the  importance  of  currency  fluctua- 
tions in  their  lives,  the  recent  sharp 
appreciation  of  the  Japanese  yen  ver- 
sus the  U.S.  dollar  should  have  con- 
verted them.  The  fact  is,  large  struc- 
tural changes  in  exchange  rates  create 
economic  exposure,  which  effectively 
alters  a  company's  cost  structure  on 
an  international  basis. 

So  dealing  with  these  fluctuations  is 
no  longer  optional;  it  is  essential  for  any 
business  that  is  in  any  way  affected  by 
international  developments — and  what 
business  these  days  isn't?  Let's  take  the 
example  of  companies  A  and  B,  both  of 
which  are  U.S. -based  manufacturers  of 
widgets  and  want  to  sell  their  products 
in  the  Japanese  market.  If  they  sell  their 
widgets  to  the  Japanese  at  a  cost  of 
10,000  yen  per  unit,  they  receive  $80  if 
the  exchange  rate  is  125  yen  and 
$95.24  if  the  exchange  rate  is  105. 

This  immediately  forces  the  man- 
agements to  make  a  decision.  Should 


they  use  their  new  advantage  to  in- 
crease profit  margins  or  to  increase 
market  share?  For  example,  let's  say 
that  at  Y105,  company  A  decides  to 
lower  its  widget  price  to  9,500  yen 
from  10,000.  Company  A  now  earns 
$90.48  on  even'  widget  sold  at  Y 105, 
which  is  more  than  before  the  ex- 
change rate  move,  and  is  now  under- 
priced  versus  company  B,  which  kept 
its  price  at  Y  10,000. 

Company  A  has  decided  to  go  for 
market  share,  whereas  company  B  has 
opted  to  go  for  profit.  Company  A 
has  probably  made  the  smarter  deci- 
sion, because  it  will  most  likely  gain 
market  share  against  company  B 
while  also  achieving  higher  than  ex- 
pected profitability,  since  it  has  not 
given  away  the  entire  gain  resulting 
from  the  currency  realignments. 

But  company  A  still  has  a  potential 
problem.  What  does  it  do  if  the  cur- 
rency rates  fluctuate  again,  and  this 
time  the  dollar  strengthens  against 
the  yen?  Will  it  be  able  to  maintain  its 
lower  yen  price  without  sacrificing 
profits?  Yes,  if  it  does  some  currency 
hedging  to  protect  itself  against  a 
stronger  dollar. 

The  question  is,  what  is  the  best 
hedging  instrument  to  use?  Let's  as- 
sume company  A  chooses  to  sell  yen 
forward  at  Y105.  If  the  yen  weakens 
back  toward  Y125,  company  A  can 
maintain  its  price  of  Y9,500  because 
of  the  forward  hedge — profits  on  the 
hedge  offsetting  losses  from  a  stron- 
ger dollar.  There  is  only  one  problem 
with  a  hedge:  If  the  yen  continues  to 
strengthen,  the  forwards  represent  an 
opportunity  cost  with  potentially 
negative  consequences. 

To  illustrate  these  negatives,  let's 


assume  the  yen  continues  rising  and 
hits  100  to  the  dollar.  Company  B 
could  recoup  its  earlier  loss  of  market 
share  by  lowering  its  prices  to  Y9,l  00 
because  the  yen  is  now  100;  company 
B  is  receiving  $91  per  widget  at 
Y9,100,  while  company  A  is  locked 
into  $90.48  at  Y9,500.' 

There's  a  better  way  for  company  A. 
It  could  hedge  its  receivables  at  105 
with  an  option  instead  of  a  forward.  If 
the  yen  were  to  weaken,  the  yen  put- 
option  would  have  made  it  possible  for 
company  A  to  maintain  its  Y9,500 
price  and  preserve  its  profit  margin.  If 
the  yen  strengthens  further,  the  option 
expires  worthless,  but  company  A  has 
preserved  the  flexibility  to  further  low- 
er its  prices  if  necessary,  because  it  will 
receive  the  benefits  of  the  subsequent 
yen  appreciation. 

The  necessity  of  hedging — prefera- 
bly using  options — becomes  even 
clearer  when  you  consider  the  increas- 
ing unpredictability  of  international 
currency  movements.  Look  what  hap- 
pens if  the  yen  weakens  against  the 
dollar  and  this  weakness  brings  a  Japa- 
nese competitor,  company  C,  into  the 
market.  Unless  companies  A  and  B  are 
hedged,  company  C  becomes  the  low- 
cost  producer  because  the  profit  mar- 
gins of  A  and  B  are  now  dependent  on  a 
strong  yen,  which  has  disappeared. 

What  is  the  moral  of  this  story? 
Economic  exposure  caused  by  curren- 
cy movements  is  a  very  real  and  power- 
till  force  that  all  companies  must  con- 
sider in  their  planning.  While  senior 
management  can't  always  know  the 
hedging  policies  of  its  competitors, 
it  can  ensure  that  its  own  hedging 
policies  and  procedures  are  flexible, 
anticipatory  and  proactive.  M 
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Gordon  E.  Moore 

John  A.  Young 

Chairman, 
Intel  Corporation 
Board  Member,  Conservation  International 

Retired  President  and  CEO, 
Hewlett-Packard  Company 
Hoard  Member,  Conservation  International 

"Vox  sheer  scientific  and  technical 

"Conservation  International  is  proving 

innovation,  Conservation  International 

that  there  are  indeed  real,  sustainab 

le 

is  second  to  none." 

solutions.  Their  field  projects  demon- 
strate tangible  conservation  successes." 

Judge  a  Conservation  Organization 

[ 

By  The  Company  It  Keeps 

Lynda  Rae  Resnick 

Lewis  W.  Coleman 

Vice  Chairman, 
The  Franklin  Mint 
Board  Member,  Conservation  International 

Vice  Chairman  and  CFO, 
Bank  of  America 
Board  Member,  Conservation  International 

"Conservation  International  helps 

"Conservation  International  stands 

people  help  themselves  by  developing 

out.  Their  environmental  solutions  in 

economically  sound  strategies  that  sus- 

23 countries  are  innovative  and  based 

tain  the  environment,  not  destroy  it!" 

>  1 

on  sound  economics." 

CONSERVATION 

International 

Creating  innovative,  environmental  solutions  that  work  for  people  ami  nature 

Conservation  International  Board  Member  Damaris  D.E.  Ethridge  invites  von  toa  gala  dinner 
.it  Landmark  Vineyards  in  Sonoma,  California  on  October  9th.  board  Member  1  larrison  Ford  is 
Honorary  Chairman  of  the  even)   lb  purchase  tickets,  or  lo  learn  more  about  (  'onservation 
International,  contact  Dennis  Fruitt  at:  1015  18th  Street,  NW,  Washington,  DC  20036  202.973.2280. 

3  ;] 

>J  ! 

FINANCIAL  SERVICES 


FINANCIAL  SERVICES 


IS  THE  MARKET 
"TOO  HIGH"? 


Is  the  stock  market  now 
heaoed  for  sizable  gains, 
or  lor  another  "tree  fall"7 

Before  you  make  any  de- 
cisions to  unload  stocks,  or 
to  buy  more,  or  to  stand 
pat.  I  urge  you  to  check  at 
once  the  current  status  of 
my  key  market  indicators 
MARTIN  ZWEIG  which  I've  spent  more 
than  30  years  developing 

These  are  the  indicators  that  enabled  The 
Zweig  Forecast  to  show  a  50  4%  gam  for  the 
"crash  year''  of  1987  with  a  9%  portfolio  gain  on 
Black  Monday  itself  and  that  made  possible 
the  Forecast's  huge  638. 5°o  gains-with  not 
even  one  down  year-over  the  12'  i  years 
(through  12/92)  since  Hulbert  began  monitoring 
advisory  services.  (Past  results  are  no  guaran- 


tee of  future  performance.) 

Let  me  rush  you,  as  a  bonus,  the  very  latest 
issue  of  The  Zweig  Forecast  showing  you  exactly 
what  my  key  indicators  are 
saying  now.  Plus  the  un- 
listed number  of  my  tele- 
phone hotline  which  up- 
dates my  indicator  readings 
at  least  three  times  a  week 
Plus  a  gift  copy  of  my  book. 
Winning  on  Wall  Street'' 
(S20  retail)  Act  today  Pro 
rata  money-back  guaran- 
tee, of  course. 

Three-Month  Trial  S55. 
One  Year  S265.  Visa/MC. 
1-800-535-9649  Ext.  9061 

THE  ZWEIG  FORECAST 

PO  Box  2900.  Wantagh,  NY  11793-0926 


EXTRA  BONUS 


PRESENTATION  EQUIPMENT 


LASER  POINTER 


DIVCO  Technologies,  Inc. 
An  American  Company 


Made  in  the  USA  -  1  Year  Warranty 


FINANCIAL  SERVICES 


NOW.. .Advance  Reports  on  all 

NEW  ISSUES: 

New  Issues  Outlook,  published  every  10  days  ... 
»  gives  you  full-page,  in-depth,  Advance  Reports 

on  all  Initial  Public  Offerings,  weeks  before  they 

go  public... 

•  highlights  the  most  promising  offerings  and 
best-performing  underwnters ... 

•  monitors  the  pnce  performance  of  all  stocks  in 
the  "after-market"  for  nine  months. 

Try  New  Issues  Outlook  for 
six  weeks  (five  issues)  for  $39 
with  money-back  guarantee 
and  receive,  as  a  gift,  the  90- 
page  1993  New  Issues 
Performance  Directory  (sold 
nationally  for  $75)  Mail  this 
ad  with  your  name,  address 
and  $39  check  (NY  residents 
add  sales  tax),  or  call  toll-free 

With  Visa/MasterCard.  F^meit,  He*  Issues  Ogea 

1-800-477-3331,  Ext.  2086 

NEW  ISSUES  OUTLOOK 

50  Main  St.,  While  Plains,  NY  10606 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Dduuurc  CaU/Wrrte  ,0f  ™EE  KIT: 

V&i.'lSfrv       P.O.  Box  484-FB 
4  \£y    -     Wilmington,  DE  19899 

_J  hhi 


800-321 -CORP  •  302-652-6532 


CBB> 

New  Issues 

Performance 

Directory 


NFWB3JEB0UI1OCK 
WOULCOfVOWtrE 


$  OVER  ONE  BILLION  $ 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  lo  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc 


NATIONWIDE 


Receive  Value  Line 
for  only  $85^  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most  1 
recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to 
Invest  in  Common  Stocks  You  will  also  receive  anaJyses  of  about  130  stocks 
each  week  for  10  weeks  for  $86=$55.  Available  only  once  every  three  years  to 
any  household.  SPECIAL  BONUS:   "With  your  subscription  you  also  will 
receive  a  copy  of  WALL  STREET  WORDS,  an  accessible  dictionary  of  over 
3,500  terms  (retail  price  $8.95).  In  addition  to  clear  definitions,  this 
convenient  guide  features  special  explanations,  helpful  hints,  and  case 
histories  on  87  topics  of  special  interest,  contributed  by  32  industry 
professionals — plus  48  case-example  paragraphs  by  the  author  "  (Available 
while  supplies  last.)  Your  subscription  to  Value  Line  may  be  tax-deductible. 
Consult  your  tax  advisor.  Send  check  or  money  order  aJong  with  name, 
address  and  zip  code  together  with  this  ad  or: 

Call  Toil-Free  1-800-833-0046 

(Ext  2903-Dept  616D30)  Amencan  Express.  MasterCard  or  Visa  24  hours  a  day, 
7  days  a  week  30  day  Money-Back  Guarantee  Allow  4  weeks  for  delivery. 
NY  residents  add  sales  tax  Foreign  rates  upon  request 

The  Value  Line  Investment  Survey* 

7 1 1  3rd  Avenue 
NY.  NY  10017-4064 


VOICE  MAIL 


Multi-Line  Voice  Mail  Plus. . . 

VAX  ON 
DEMA/tfD/ 


REAL  ESTATE 


REAL  ESTATE  EXCHANGE 


Northeast  manufacturer  consolidating  opera 
turns  is  willing  to  exchange  firms  1 ,500.000 
Equih  in  5,250,000.00  industrial  buildine  fi 
AN  OFFICE  Bl  Il.DINti,  SHOPPING 
CENTER,  OR  FLORIDA  HOME 
vt  ilh  business  owner  whose  expanding  compp 
can  make  use  of  this  modern  M.(HX)  sq.  ft 
warehouse  in  a  prestice  industrial  park. 
Box  272  Port  Washington.  N.Y.  11050 


MBA  ADMISSIONS 


FAXON  DEMAND 
VOICE  MAIL 
CALL  PROCESSING 
TELEMARKETING 

V/S  PLUS  gives  you  professional 
VOICE  MAIL  «  AUTO  TRANSFER 
while  it  pounds  out  Fax'd  Hard  Copy 
non-stop  24-hours  a  day  Give  it  to  them 
-  NOW  Complete  Package  with 
Hardware  and  FAX  Software.  2  year 
warranty.  Requires  PC/AT/386/486. 

V/S  PLUS  onlyS699 

MULTI-LINE  HARDWARE   from  $299 

(Develper/OEM  package  specials) 
(VISA-MC-AMEX-COD) 

For  Sales  and  Information  Call: 

1-800-947-4884 

5 1 0-522-3800  •  FAX:  51 0-522-5556 
TALKING  TECHNOLOGY,  INC. 

1 125  Atlantic  Ave  .Alameda.  CA  94501  l 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 
Fax  212-620-2472 


Applying  to  elite  MBA  program? 

As  you  know,  competition  is  stiff  MBA 
Admissions  Strategy  offers  inside  informatic 
to  achieve  a  competitive  advantage 
Written  by  a  recent  University  of  Chicago 
grad  with  significant  admissions  expenenci 

For  monograph,  send  $95  to 
MBA  Admissions  Strategy,  195  N.  Harbor  D 
Suite  1807.  Chicago,  IL  60601 
Full  refund  if  not  completely  satisfied. 


LANGUAGE  INSTRUCTION 


PRESENTATION  EQUIPMENT 


BUSINESS  OPPORTUNITIES 


When  Microsoft  Corp 
transfers  software  engineers 
fa  a  stint  in  its  Tokyo  office, 
it  gives  them  a  computer 
(program)  callea  'Power 
Japanese'  made  by 
BayWare  " 

The  Wall  Street  Journal 

Learn 
Japanese 

Power  Japanese,  the 
award-winning 
software  system  for 
Windows-based 
PC  's,  combines  just 
the  right  mixture  of 
II  sound,  graphics, 

m.  and  content  to 

■V  make  learning 

M  Japanese  a 

i  1  stimulating 
I  I  ^^^^  intellectual 
'  n  ^  adventure' 

I  I  Call  lor  a 

FREE  demo: 
800-538-8867 

Now  at 
COMP  USA 
and  other 
fine  retailers 


EDUCATIONAL  SERVICES 


University  Degrees 

me  study  Associate,  Bachelor, 
A  degrees.  Paralegal,  Finance, 
rketing,  Management,  Health 
re  Administration,  International 
siness,  Human  Resources 

Call  (800)  477-2254 
Southern  California  University 
)2  Fashion-F,  Tustin  CA  92680 


COLLEGE  DEGREE 

CHELORS  •  MASTERS  •  DOCTORATE 

For  Wort.  Lite  and  Academic 
Eiperience  •  No  Classroom 
Attendance  Required 
1-800-423-3244 
FAX  (310)  471-6456 
or  send  detailed  resume 
tor  Free  Evaluation 

Pacific  Western  University 

N  Sepulveda  Blvfl  Depl  185  los  Angeles  CA  90049  , 


EDUCATIONAL  SERVICES 


EXTERNAL  DEGREES 

BA/ESS  MS/MBA  PhD/JD 
Credit  for  work  /life  exp.  •  Accredited 
(800)  955-8879  (24  hrs.) 

LaSalle  University 

Dept.  879  Slidell,  LA  70459-2000 


Forbes: 
apitalistlbol 


Make  Your  Presentation 
More  Effective 


Laser  Pointer 

(>  RIP€C 


V 


$72 

Silver 
Black  $82 
24K  Gold  $120 
$6.00  S&H 


Dealer 
Inquiries 
Welcome 


55  Oak  Court.  Danville  CA  94526  USA 
Tel  51 0-820-1 753  Fax  51 0-820-8738 


800-854-6686  Dept. 


EXECUTIVE  GIFTS 


GENUINE 
ALLIGATOR  and  STERLING 


Mono 


*  Free  Engraving  * 
Handsome,  Large  Tile. 
Glazed  Alligator  Belt  with 
igrammed  Sterling  Silver  Buckle. 
Factory  Direct  Price:  $297 
(Add  $4.95  UPS  Shipping) 
Sizes:  26-44 

Color:  I )  Black  Engraving:  

2)  Mahogany  (up  to  3  initials) 
AMERICAN  ALLIGATOR  ACCESSORIES 
CALL  NOW:  800-929-5859 
or  Fax:  203-873-2222 

Satisfaction  Guaranteed 


MAIL  ORDER 


"Elevette" 

Practical 

Luxury. 

Enjoy  the  practical 
luxury  of  "Elev- 
ette", the  custom- 
built  residential  ele- 
vator that's  ideal 
for  those  who 
can't  or  shouldn't 
climb  stairs  Write 
today  for  more 
information: 


INCLINATOR 

■  fi  AMERICA 

V 


COMPANY 

Dept.  7 
P.O.Box  1557 
Harrisburg.  PA 
17105-1557 


Peak  Profits. 


Launch  an  independent 
business  with  Lindal 
Cedar  Homes,  the 
world's  most  popular 
premium  custom  houses. 

•  High  profit  margins. 

•  No  franchise  fees. 

•  World-class  sales 
support. 

•  Powerful  marketing. 
Fcr  the  whole  story, 
please  call 

1-800-221-6063. 


ALindal  Cedar  Homes 

P.O.  Box  24426,  Dept.  FC8,  Seattle,  WA  98124 


WATCHES 


WATCH- 


ANY  WATCH. 
ANY  STYLE. 
ANYTIME. 
CALL  TODAY. 
NO  DELAY. 


INCLUDED. 


VALUE: CALL 


JBBI^F,ll9ii6e!%^J^|i3Sa!5ilL 


1  800-528TIME 


PHILADELPHIA  •  BALA  CYNWYD 

CALL  FOR  FREE  CATALOG. 

WATCHES  FROM  $100.  TO  $100,000. 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all 
Precious  Gemstones.  Free  wholesale 
catalog  since  1967!  Member:  Jewelers 
Board  of  Trade  &  Chamber  of 
Commerce. 

HOUSE  OF  ONYX 
1  Main  St.,  Greenville.  KY  42345 
1-800-844  .1 1 00  or  FAX  502-338-9605 


EXECUTIVE  GIFTS 


SCOTLANDS 
r  ^FINEST  FOODS 
WORLD  RENOWNED 

Gifts  of  Distinction 

PRE-SLICED 
SMOKED  SCOTTISH 

SALMON 

1  LB  SIDE  *34.50 

2  LB  SIDE  $64.50 
6-Four  oi.  Handy  Freezer 

packs  1ft  Lbs.  *54.S0 

Inquire  about  additional 
gourmet  products  and 
corporate  discounts. 

1-800-858-7100 

FAX  410-644-0635 


•  16"  to  7T  model;  are  hand- 
crofted  from  solid  mahogany  with 
handpainted  markings  ond  details 

•  Over  160  models  in  stock 

•  Priced  from  $99  50 

•  Satisfaction  guoronteed 

Call  1-800-950-9944 
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ETWALKER 


Millennium  plays,  anyone? 

The  Wai  t  Disney  Co.  got  a  lot  of 
attention  in  July  when  it  issued  the 
first  LOO  year  bond  since  1954.  Inves- 
tor demand  was  so  great  that  Disney 
doubled  the  size  of  the  issue,  to  $300 
million,  and  got  it  off  with  a  coupon 
of  just  7.55% — less  than  100  basis 
points  above  30-year  U.S.  Treasurys. 

Streetwalker  guesses  this  is  a  strong 
sign  that  interest  rates  are  bottoming 
out.  But  if  you  disagree  and  like  long- 
term  bonds,  why  mess  around  with 
Disney?  There  are  several  issues  of 
Canadian  railway  bonds  floated  dur- 
ing the  last  century  with  maturities  of 
1,000  years.  In  the  late  1800s  Canadi- 
an Pacific  Ltd.  either  issued  the  bonds 
to  or  acquired  them  from  the  owners 
of  local  railroads  that  CP  was  stitching 
together  into  a  coast-to-coast  net- 
work. In  effect,  the  bonds  represent 
very  long  term  leases  of  the  railroads' 
rights  of  way  to  Canadian  Pacific. 

In  1883,  for  instance,  the  Toronto, 
Grey  &  Bruce  Railway  Co.  leased  its 
properties  to  the  Ontario  &  Quebec 
Railway  Co.  for  999  years.  To  secure 
the  lease,  the  owners  of  Toronto, 
Grey  &  Bruce  took  back  a  first  mort- 
gage note  paying  interest  at  4%.  The 
following  year,  that  lease  was  trans- 
ferred to  Canadian  Pacific,  which  still 
holds  it. 

An  obligation  of  Canadian  Pacific, 
the  Toronto,  Grey  &  Bruce  bonds  are 
denominated  in  sterling  and  trade  on 
the  London  Stock  Exchange.  There 
are  7,190  first  mortgage  certificates 
outstanding.  Each  has  a  face  value  of 
£100,  with  a  4%  annual  coupon.  Re- 
cent asking  price,  £47.  Yield,  8V£%. 

Is  that  yield  enough  to  warrant 
investing  in  a  bond  that  matures  in  the 
year  2883?  Joseph  Pope,  ofToronto's 
Pope  &  Co.,  a  securities  firm  that 
does  a  lot  of  business  in  esoteric  secu- 
rities, doesn't  think  so.  Pope  says  he'd 
consider  buying  the  bonds  only  as  a 
dealer,  where  he  could  buy  them  at, 
say,  39  and  flip  them  at  40.  "With 
inflation,  no  bond  is  a  good  long- 
term  investment,"  says  Pope. 

Buying  the  Toronto,  Grey  &  Bruce 
bonds  isn't  easy,  Pope  adds.  "If  you 
were  to  ask  your  broker  to  call  Lon- 
don and  purchase  one  of  them,  you'd 
have  to  put  in  your  order  and  then, 
tour  to  six  months  later,  he'd  come 
back  with  your  bond." 

Selling  them  is  somewhat  more 


straightforward,  however.  "If  an  in- 
vestor wants  to  sell  his  bonds,  we  will 
consider  buying  them  back,"  says  Bri- 
an McDiarmid,  Canadian  Pacific's  di- 
rector of  treasury.  McDiarmid  says  CP 
decides  how  much  it  will  pay  for  the 
bonds  by  looking  at  current  rates  and 
competitive  yields  and  prices. 

-Suzanne  Jennings 

Whistling  Dixie 

GIVE  CREDIT  to  $621  million  (esti- 
mated 1993  sales)  Dixie  Yarns,  Inc. 
for  not  standing  still  during  the  reces- 
sion. The  Chattanooga,  Tenn. -based 
company  makes  yarns  and  threads;  it 
also  processes  yarn  into  knit  fabric. 
But  Dixie's  recent  specialty  has  been 
restructuring  itself. 


A  Dixie  machine  for  dyeing  thread 
A  good  yarn. 


Two  years  ago,  Dixie  took  an  $  1 8 . 3 
million  ($2.09  per  share)  net  hit  to 
earnings,  the  price  for  consolidating 
facilities,  slashing  payroll  costs  and 
boosting  efficiency.  On  top  of  that, 
Dixie  lost  $2.88  a  share  from  opera- 
tions in  1991 .  Over  the  last  five  years, 
Dixie  has  also  spent  over  $  1 54  million 
to  modernize  its  capital  equipment. 

Dixie  has  been  busy  on  the  acquisi- 
tion front  as  well.  It  has  bought  Roa- 
noke, Ala. -based  Masland  Carpets 
and  Calhoun,  Ga. -based  carpet  pro- 
ducer Carriage  Industries.  Their  total 
cost  in  cash,  stock  and  assumed  debt: 
an  estimated  $125  million.  These  op- 
erations, together  with  Dixie's  exist- 
ing carpet  yarn  business,  will  account 


for  at  least  45%  of  1993  sales. 

Analyst  Boyd  Boston  of  St.  Louis- 
based  A.G.  Edwards  &  Sons  is  im- 
pressed by  Dixie's  initiative.  He  ex- 
pects sales  to  be  up  21%,  to  $728 
million,  in  1994.  Poston  estimates 
Dixie  will  earn  at  least  85  cents  a  share 
this  year,  and  around  $1.60  the  fol- 
lowing year. 

Dixie  has  even  managed  to  weather 
some  positively  awful  luck,  notes  Pos- 
ton. Last  March,  hours  after  it  con- 
summated the  Carriage  deal,  a  severe 
winter  storm  that  hit  the  Southeast 
damaged  much  of  Carriage's  manu- 
facturing base,  equipment,  inventor)'. 
But  Poston  believes  insurance  pro- 
ceeds will  be  sufficient  to  cover  storm- 
related  losses.  Meanwhile,  Carriage 
has  done  an  excellent  rebuilding  job. 

Poston  thinks  Dixie's  o-t-c-listcd 
stock  is  a  heck  of  a  buy.  At  a  recent 
price  of  HVi,  it  sells  for  only  7  times 
next  year's  anticipated  earnings,  and 
for  just  2.5  times  the  $4.43  a  share  of 
net  cash  flow  he  estimates  the  compa- 
ny  will  generate  in  1994.  There  are 
12.2  million  outstanding  shares. 

Remnant  sale? 

In  1989,  at  the  tail  end  of  the  takeover 
boom,  Chicago  dealster  William  Far- 
ley made  a  run  on  West  Point-Pepper- 
ell,  Inc.,  the  sheet  and  towel  maker. 
Farley's  holding  company  acquired 
95%  of  wpp's  stock,  at  $58  a  share. 
But  before  Farley  could  grab  the  rest 
of  West  Point  and  use  its  cash  flow  to 
service  his  junk  bond  debt,  his  hold- 
ing company  declared  bankruptcy. 
Eventually,  Farley  was  forced  to  yield 
control  of  the  holding  company  to 
creditors. 

Meanwhile,  the  5%  ofwp  p,  or  1.9 
million  shares,  that  Farley  failed  to 
buy  remains  outstanding.  In  1991  the 
price  of  those  NYSE-listed  minority 
shares  hit  a  low  of  20%.  But  lately  they 
have  stirred,  in  recent  mondis  rising 
to  49V4.  Why?  Because  Farley's  for- 
mer holding  company,  renamed  Val- 
ley Fashions,  has  emerged  from  bank- 
ruptcy, and  there's  speculation  that  it 
might  try  to  buy  in  the  remaining 
West  Point- Pepperell  shares. 

What  might  the  minority  stock  be 
worth  were  Valley  to  buy?  One  holder 
who  held  on  to  his  shares  even  after 
Farley  bought  control  is  Joseph  La- 
nier, West  Point's  former  chief  execu- 
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:  and  a  descendant  of  its  founder, 
it  year  Lanier  and  some  speculators 
:d  Farley  and  Valley,  claiming  the 
nority  holders  were  entitled  to  the 
ne  $58  a  share  that  Farley  had  paid 
the  other  95%  of  West  Point  four 
rs  ago.  Adding  in  lost  interest,  the 
nority  holders  want  at  least  $70  a 
re  from  Valley. 

/alley  denies  that  it  owes  $58-plus 
the  minority  shareholders.  But  re- 
itly  Valley  has  been  talking  to  in 
tment  bankers  about  refinancing  its 
)t.  Buying  in  die  1 .9  million  WP  P 
res  at,  say,  $58  a  share  might  make 
^d  sense:  once  it  owned  100%  of 
P,  Valley  could  merge  with  West 
int  and  gain  access  to  its  cash  flow, 
^arley  had  planned  to  do. 
rhat  means  there  may  be  nearly  a 
Vo  move  left  in  West  Point- Pepper- 
s  stock.  But  if  you  want  to  join  the 
f,  remember  that  the  stock  trades 
y  thinly.  So  don't  chase  it. 

-Riva  Atlas 

jystone  on  its  keister 

)USTON-BASED  Keystone  Interna- 
nal,  Inc.  manufactures  valves  and 
ler  flow  control  products.  The 
28  million  (sales)  company  serves  a 
le  range  of  industries,  including 
:micals,  power  generation,  original 
lipment,  and  food  and  beverage. 
;ording  to  analyst  Thomas  Burns 
of  NatWest  Securities,  Keystone's 
►fits  have  been  disappointing  since 
?0.  There's  been  the  recession,  of 
irse.  But  Burns  says  the  company 

lost  market  share  by  not  being 
npetitive  on  costs,  and  has  been 
w  to  integrate  recent  acquisitions. 

expects  Keystone  to  earn  only 
20  a  share  this  year,  flat  with  1992 . 
rhis  disappointment  has  stuck 
y'stone  stock,  which  two  years  ago 
a  high  of  around  35.  Since  1992 

35  million  NYSE-listed  shares  have 
;d  in  the  20s.  Recent  price:  255/s. 
kirns  estimates  that  Keystone's 
nings  will  be  up  almost  30%  in 
?4,  to  $1.55  a  share.  But  he's  still 
wn  on  the  stock,  which  already  is 
ingforarich  16.5  times  next  year's 
icipated  earnings.  Moreover,  in 
rope  (which  together  with  the 
ddle  Hast  and  Africa  accounted  for 
:r  40%  of  last  year's  profits),  the 
npany  is  being  hurt  by  the  strong 
liar.  Stay  away,  urges  Burns.  m 
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Attention  Computer,  Software 
and  Peripherals  Companies: 


Reach  Direct-Response  Ruyers  With 
The  Information  Resource 

ASAP,  FORBES  magazine's  innovative  new  technology  supplement, 
offers  you  a  great  opportunity  to  reach  your  best  prospects  with 
The  Information  Resource. 

Advertise  in  this  low-cost,  high-response  display  classified 
section  to  reach  influential  business  managers  and  IS  executives 
involved  in  the  purchase  of  technology  products  and  services. 

Next  FORBES  ASAP  Me:  October  25, 1993 
Closes:  August  23, 1993 


Call  Linda  Loren  at  212-620-2440 
today  for  more  information. 


1-800-888-9896 

Call 

FORBES  SUBSCRIBER 
SERVICE 

To  Change  Your  Address  Or 
Order  A  New  Subscription 
(Allow  4-6  weeks  for  Address  Change. 
Please  quote  subscriber  number  on  address 
label  of  magazine.) 

or ... 

mail  this  coupon 
with  current  address  label. 


Name . 


New  Address . 


City. 


State- 


Zip 


JB9X41 


NEW  SUBSCRIPTION 

□  1  Year  (27  issues)  $54 
□  3  Years  (81  issues)  $108 
In  Canada,  1  year  $95  Can. 
International,  add  $71  to  U.S.  annual  rate. 

Forbes 

P.O.  Box  10048 
Des  Moines,  IA  50340-0048 


Is  there  life 
after  suicide? 

For  family  and  friends 
left  behind,  there  are 
survivor  support  groups 
to  help  you  deal  with 
your  pain  and  anger. 
And  learn  to  live  without 
the  one  you  lost. 

For  the  location  of  a 
survivors  group  near  you, 
write  to  the  American 
Suicide  Foundation. 
Or  call  1-800-531-4477. 


AMERICAN 
SUICIDE 
FOUNDATION 

prevention  through  research 
and  education 

1045  Park  Avenue,  New  York,  NY  10028 


People  like  you  looking  for  answers. 


Now  Available  in  Leading  Bookstores 


ntroduci 


Just  Published!  The  brand-new 
1993  edition  of  Forbes 
MediaGuide  500.  The 
Forbes  MediaGuide  500 
gives  you  critical,  unbiased 
reviews  of  the  nation's  top 
500  journalists.  You'll 
get  an  overview  of  the 
year's  major  stories,  a 
detailed  review  of  the 
best  stories  and 
columns  of  1992 
along  with 
comprehensive 
ratings  of  the 
leading  j  our  nalists 
in  Business, 
Commentary, 
Foreign,  National 
Security, 
Science/Health/ 
Environment, 
Society  and 
Politics. 
The  Forbes 

MediaGuide  500  -  its 
a  great  way  to  get  a  better 
handle  on  today's  fast  moving  media  world 


Get  the  Scoop  on 
the  Nation's  Top  500 
Journalists 


Only  $19.95.  Or,  for  a  limited  time,  you  can  receive  your  own  copy  FREE,  when  you 
subscribe  to  the  all  new  MediaGuide  Quarterly.  For  more  info  call  1-800-825-0061. 


s 

EDITED  DV  DERO  A.  SAUNDERS 

ie  more  things  change  . . ." 
)  years  ago  in  Forbes 

om  the  issue  of  Sept.  1,  1923) 
/hen  he  starts  talking,  President 
iolidge  will  doubtless  astound 
ny  by  his  bluntness.  Our  farmers 
rejoicing  that  a  son  of  the  soil  has 
:ered  the  White  House.  A  'dirt' 
mer  himself,  Cab  in  Coolidge  well 
demands  present-day  agricultural 
iditions — and  agriculturalists, 
ose  who  expect  him  to  trot  out 
ne  fancy  panacea  or  to  endorse 
vc\  schemes  hatched  bv  politicians 
;;er  to  curry  favor  with  farmers,  are 
tain  to  be  disappointed.' 1 


i 


mam 

!.  Creager,  appointed  by  President 
>lidge  as  ambassador  to  Mexico. 

he  long-talked-of  eight-hour 
/,  which  the  U.S.  Steel  Corp.  and 
ler  leading  steel  manufacturers  de- 
ed to  adopt  after  President  Har- 
ig  had  interested  himself  in  favor  of 
:  abolishment  of  the  twelve-hour 
/,  has  become  a  reality  in  many 
nts.  Twenty  thousand  employees 
the  Carnegie  Steel  Co.,  almost  all 
whom  are  in  the  Pittsburgh  Dis- 
:t,  have  been  placed  on  the  basic 
ht-hour  day." 

)  years  ago 

lom  the  issue  of  Sept  I,  1933) 
'he  possessions  and  the  purchas- 
r  power  of  many  millions  of  Ameri- 
is  have  been  substantially  increased 
ring  recent  months.  Stocks  have 
tranced.  1 00%  from  their  low  level  of 
•ly  March,  most  bonds  have  in- 


creased enormously  in  market  value, 
nearly  all  raw  materials  have  become 
worth  much  more,  and,  perhaps  most 
important  of  all,  farm  commodity 
prices  have  soared  extraordinarily." 

"During  the  past  three  years  banks 
may  have  failed,  the  financial  world 
may  have  gone  into  convulsions  and 
bankers  in  general  may  have  rushed 
for  cover.  But  one  form  of  banking 
has  grown  with  tremendous  and  un- 
diminished speed.  That  form  of  bank- 
ing is  the  credit  union.  Ten  years  ago, 
the  U.S.  had  only  200  credit  unions; 
now  the  number  is  2,100.  And  nearly 
300  of  these  have  been  organized 
since  November  1932 — a  period 
whose  difficulties  bankers  will  long 
remember." 

50  years  ago 

(From  the  issue  of  Sept.  1, 1943) 
"The  other  day  William  B.  Stout 
announced  that  he  is  designing  three 
new  sky  vehicles  for  which  he  foresees 
mass  markets  at  the  close  of  the 
war.  ...  A  flying  passenger  automo- 
bile with  detachable  wings  is  one  of 
the  new  vehicles  Stout  is  planning. 
Another  is  the  'roadable  airplane' 
with  folding  wings,  which,  on  land- 
ing, can  be  used  as  a  delivery  truck. 
The  third  is  the  'Helicab,'  a  develop- 
ment of  the  helicopter,  which  will  fly 
forward,  backward,  up,  down  or  side- 
ways— or  stand  still  in  the  air." 


"Tomorrow's  car  may  be  a  minia- 
ture 'living  room'  on  wheels,  accord- 
ing to  some  observers.  With  rear-axle 
motors  providing  greater  space,  mod- 
els of  the  future  are  expected  to  be  a 
cross  between  a  station  wagon  and  a 
trailer,  with  room  for  armchairs, 
lamps,  etc." 


25  years  ago 

(From  the  issue  of  Sept.  1,  1968) 
"Consider  the  Top  15  funds  in 
Forbes'  just-published  fund  survey, 
chosen  by  the  results  they  would  have 
achieved  with  a  SI 00  investment  dur- 
ing the  year  ended  June  30.  The 
leader  is  the  smallish  (S18.3  million 
assets)  no-load  Ivy  Fund,  which  dur- 
ing the  year  would  have  turned  $100 
into  $151.91.  A  sterling  perfor- 
mance, no  doubt.  But  where  was  Ivy 
in  the  fund  survey  of  1967?  Or  1966? 
Or  1965?  It  didn't  make  the  Top  15 
list  in  any  of  those  years." 

10  years  ago 

(From  the  issue  of  Aug.  29,  1983) 
"Mutual  funds  are  back  in  style. 
After  nearly  a  decade  of  net  redemp- 
tions, sales  for  the  first  six  months  of 
1983  hit  $22.4  billion,  four  times  the 
previous  record.  There's  a  dark  side  to 
the  industry's  new  popularity,  howev- 
er. Individuals  traditionally  used  mu- 
tual funds  as  file-and-forget  invest- 
ments, with  a  view  to  college  educa- 
tions and  retirement.  Today's  new 
shareholders  have  far  shorter  hori- 
zons and  far  higher  expectations. 
The}?  have  been  attracted,  moreover, 
by  a  raging  bull  market  that  may  well 
have  run  ahead  of  the  country's  eco- 
nomic prospects." 

"To  spend  years  on  the  dole  is  com- 
mon here.  In  Newcastle  (pop. 
283,000),  the  region's  largest  city,  un- 
employment is  18%,  compared  with  the 
national  rate  of  12.4%.  In  pockets 
around  the  yards  of  British  Shipbuilders 
or  the  factories  of  Vickers  Defense  Sys- 
tems, 30%  to  70%  of  the  men  are 
jobless.  The  dole  has  become  a  way  of 
life  here,  but  not  altogether  an  uncom- 
fortable one." 


In  Britain,  family  life  could  be  idyllic 
even  on  the  dole. 


Quick-frozen  beans  were  introduced  to 
replace  canned  ones  in  World  War  II. 
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For  us  who  live  in  cities 
Nature  is  not  natural.  Nature 
is  supernatural.  Just  as 
monks  watched  and  strove  to 
get  a  glimpse  of  heaven,  so 
we  watch  and  strive  to  get 
a  glimpse  of  earth.  It  is  as 
if  men  had  cake  and  wine 
every  day  but  were  sometimes 
allowed  common  bread. 
-G.K.  Chesterton 

I  have  no  relish  for  the 
country;  it  is  a  kind  of 
healthy  grave. 
-Sydney  Smith 


Since  we  had  nothing  to 
do  with  our  Arrival  and 
usually  are  not  consulted 
about  our  Departure, 
what  makes  so  many  of  us 
think  we  're  entitled  to 
so  much  while  we're  here? 

He  who  says  he  never  needs 
help,  most  docs. 

When  one  seeks  assurance, 
there's  none  from  those 
who  respond,  "Now,  don't 
you  worry  about  a  thing." 
If  you  weren 't  worried, 
you  wouldn  Y  have  asked. 
If  you  are  concerned,  it's 
nice  to  know  that  those 
you  query  are,  too.  I'll 
take  a  worrier  any  day 
over  a  platitudinous 
re  assurer. 

-Malcolm  Forbes 


A  Text... 

Better  is  a  little  with 
righteousness  than  great 
revenues  without  right. 
A  man's  heart  deviseth 
his  way:  but  the  Lord 
directeth  his  steps. 

Proverbs  16:8-9 


Sent  in  by  William  L.  Edison, 
Wichita,  Kans.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


What  the  small  town  may  have 
contributed  in  the  past  is 
one  side  of  the  coin;  the 
other  side  is  urbanism  and  the 
greatest  opportunity  in 
the  history  of  man  to  reach 
his  full  potential.  Where 
the  small  town  kept  him 
prisoner,  urbanism  gives 
him  freedom  of  choice — choice 
of  education,  choice  of 
profession,  choice  of 
marriage. 
-Philip  Hauser 

A  great  city  is  not  to  be 
confounded  with  a  populous  one. 

-Aristotle 

The  only  real  advantage  of 
New  York  is  that  all  its 
inhabitants  ascend  to  heaven 
right  after  their  deaths, 
hav  ing  served  their  full 
term  in  hell  right  on 
Manhattan  Island. 
-Barnard  (College)  Bulletin 


If  you  would  be  known,  and 
not  know,  vegetate  in  a 
village;  if  you  would  know, 
and  not  be  known,  live 
in  a  city. 

-Charles  Caleb  Colton 

A  great  city — a  great  solitude. 

-English  proverb 

If  you  are  lucky  enough 
to  have  lived  in  Paris 
as  a  young  man,  then 
wherever  you  go  for  the 
rest  of  your  life,  it  stays 
with  you,  for  Paris  is 
a  moveable  feast. 
-Ernest  Hemingway 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $59.50  ($23.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $23.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  IA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


Fresh  air  and  innocence  are 
good  if  you  don't  take  too 
much  of  them — but  I  always 
remember  that  most  of  the 
achievements  and  pleasures 
of  life  are  in  bad  air. 
-Oliver  Wendell  Holmes  Jr. 

City  life:  millions  of  people 
being  lonesome  together. 
-Henry  David  Thoreau 

The  lowest  and  vilest  alleys 
of  London  do  not  present  a 
more  dreadful  record  of  sin 
than  does  the  smiling  and 
beautiful  countryside. 
-Sir  Arthur  Conan  Doyle 

A  sample  of  the  country  does 
the  city  good;  a  sample  of  the 
city  does  the  country  good. 

-Joseph  Roux 

New  York  is  the  perfect  model 
of  a  city,  not  the  model  of 
a  perfect  city. 

-Lewis  Mumford 

The  thing  generally  raised 
on  city  land  is  taxes. 
-Charles  Dudley  Warner 

When  a  man  is  tired  of  London, 
he  is  tired  of  life,  for  there 
is  in  London  all  that  life 
can  afford . 

-Samuel  Johnson     5  5  1  3f?H 
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